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The car that makes 
a lot more carsense! 


Powered by the Nissan engine 

This modern and fuel-efficient 
I 18 litre engine makes one litre 
of petrol stretch through 17 kms 
(according to the Government 
of India test procedures). 

The synchromesh system for all four 
forward gears ensures smooth gear 
change and easy transmission 

Takes on any road 

The well-suspended tXHly makes for 
good road holding. Adequate 
ground clearance makes it ideal 
forout-of-citydnvinq 

It s got safety built into it 

Fade resistant disc brakes on the 
front wheels with servo assistance 
foi reiJuced pedal effort and instant 


stopping. Large windscreen for 
better visibility The door frame, root 
and floor panels are individually 
pressed out of single metal sheets to 
ensure a structurally stronger body 
They all add up to a safer ride 

Just the right size 

It's compact enough to spell fuel 
efficiency and easy manoeuvring 
And big enough to seat five 
comfortably There's more legroom 
inside and more luggage space in 
the trunk 

The look says sleek 

Clean, elegant lines Polyurethane 
bumpers and steering wheel 
Wraparound tail lights A smooth 
paint finish Ribbed upholsteiy 


Contoured, reclinable front seats. 
Every part spells sleekness 

From Premier Automobiles, 
-of course! 

The Premier 118 NE combines the 
sturdy body of the Fiat 1.24 and 
a modern, fuel-efficient 1.18 litre 
engine designed in collaboration 
with Nissan PAL engineers have 
tested and pCTfected the model to 
suit Indian climates and road 
conditions. 

After all. we've always given you the 
better car. Now, with new horizons 
opening up on the car scene, isn't it 
natural the better choice should 
come from us? 


















ECONOMIC 

AND 

POLITICAL 



Patriots Ad M7 

Atonetary Policy; To What Purpose?— 

West Bengal: Reliance on Police AAethods— 
Narmada Project; Infringing Workers’ 
Rights-Coal Mining Technology- 
Importing Obsolescence 9S8 

Buaincst 930 

Statistics 93S 

Companies 933 

A Paris Diary 

-AM 935 

Civil Liberties 
Make the Communalists Pay 
-A G Noorani 937 

Capitalscepe 

Rajiv Gandhi and His Forty Horses 
—Bhabani Sen Gupta 938 

Reports 

Problem of Unity in the Agrarian Struggle- 
Case of Bihar 

-ON 941 

Reappraising Tribal Atovements-I 
A Myth in the AAaking 

—Nirmal Sengupta 943 

Ethnic Politics in Municipal Corporations 
-Jaya Kamalakar 945 

Legitimacy Crisis and Growing 
Authoritarianism- Case of Gujarat 
—Sujata Patel 944 

Building a Sense of History 
-Asghar Ali Engineer 949 

Reviews 

Efficiency of Public Expenditure 
-Bhabatosh Datta 951 

Who fathered Political Awakening 
in Kashmir? 

—Balraj Pun 953 


Special Articies 

Issues before Ninth Finance Commission 
-Amaresh Bagchi 
Tapes Sen 

V B Tulasidhar 955 

Indian Irrigation. An Assessment 
—B D Ohawan 965 

Social Movements, Social Transformation 
and Strufflie for Democracy in Africa 


- Mahmobd Mamdani • 

Thandika AAkandawire 

Wamba-dia-Wamba 973 

Discussion 

IRDP and Rural Diversification 
—Rakesh Sharma 

Deepak Gianchandam 986 

Concurrent Evaluation of IRDP 
-J George 987 

letters to Editor 9*6 


ECONOMIC AND POimai WEEKLY 

Hitkari House S84 Shahid Bhagatsingh Road 
Bombay 400 038 

Phones 266075/73 Grams Econweekiv 
Editor 
Krishna Raj 
Assistant Editors 
Padma Prakash, Bernard D'Mello 
Editorial Staff 

Cleatus Antony, Prabha Pillai 
Gautam Navlakha (DethQ 
Circulation A S Shetty, B S Sharma 
_ Advertisement Manager S G S Subramaman 
Manager K Vijayakumar 


Vbl xxni No 19 


May 1 , i988 


Ninth Finance Commission: Expanded Role? 

Tbe terms of reference (TOR), of the Ninth Finance Commission have 
raised controversies as never before Framed as they are by the central 
government, the TOR have given rise to misgivings about encroachment 
on the autonomy of the state governmenu. What are the points 
of departure of the TOR to the present Finance Commission from those 
of previous commissions? Are they sustainable from the 
constitutional angle as well as from the point of equity 
and economic efficiency? 955 

Understanding Africa 

Whatever the roots of the crisis in Africa—Sexternal’, ‘internal’ or a 
specific mix of the two—its solution can only be the result of initiative 
by organised social forces inside the region. So far none of the various 
schools of thought on Africa have taken cognisance of popular 
movements in the region. As a result our understanding of the 
African situation has remained partial. 973 


Communalism in City 
Government 

A Majlis mayor has been elected 
in Hyderabad for the third time 
and a Shiv Sena mayor for the 
fourth time. What are the factors 
which have contributed to this 
emerging pattern of ethnicity* 
based political partie.s in 
local government? 945 

Pre-Poll Paris 

France has learnt to take things in 
its stride. The socialists were 
ejected from government but the 
rightists have not found it easy to 
do a Maggie Thatcher in this 
country. The Left’s left-over 
ambitions, on the othei hand have 
also been reined in. 935 

Defining ’Tribe' 

The current definition of ‘tribe? 
continues to be deeply influenced 
by the numerous theories put 
forward by anthropologists 
in the early period of 
colonial rule. 943 

Implications of Irrigation 

Whatever the criticism, irrigation 
has played the role of kingpin in 
the expansion of crop output 
especidly in imparting stability to 
the production 

of wheat and rice. 965 

Ijegitimacy Crisis in 
Gujarat 

Recent events in Gujarat reflect 
the growing political crisis in the 
state where a government 
which has lost its legitimacy 
is trying to ‘govern’ 
the people. 946 


Punishing Racial 
Bigotry 

In two recent cases, the English 
court has ruled that plaintiffs be 
awarded damages for being 
discriminated against on 
racial grounds. 93’ 

Agrarian Movement: 
Bringing About Unity 

The question of the unity of 
democratic forces is one of the 
vital political issues in Bihar 
today. How best can the 
contradictions within the 
ranks be resolved? 9l 

A Sense of History 
The Hrst SAARC history 
conference held in Bangladesh 
set in motion a number of 
future programmes which will 
undoubtedly bring about a 
better appreciation of the 
contemporary problems 
in countries of the 
region. 9( 

Importing Oilseeds 

The agriculture minister’s recent 
announcement that the 
government planned to import 2i 
lakh tonnes of edible oils is in I 
sharp contrast to the ministry’s 
deep concern for protecting 
growlers’ interests. 


Empty Slogans 

The AlCC session in Madras was 
a magniflcient non-event. Did the' 
leader and his forty men notice 
how listless and bored was the 
small audience by the familiar 
flood of a stale, often-told, 
never-meant rhetorid? 91 



LETTERS TO EDITOR 


Mudaliar: The Statens 
‘Other’ Arm 

WHILE one is in agreement in general 
with MSS Pandian’s observations {EPW, 
April 23,1988) of the social context giving 
rise to a Mudaliar and totally in sympathy 
with his concern for the plight of the .vast 
marginalised sections of Bombay, one is 
hesitant to share his inherrent eulogy of 
Mudaliar. The issue is not one of the pro¬ 
tection, or instant justice or a cultural 
identity Mudaliar extended to the 
marginalised sections which arc facts per 
se, but the objective pdlitical analysis of 
a Mudaliar phenomenon in terms of 
understanding the deeper motives which 
allow for the Mudaliars to exist in a third 
world city’s ‘.social .spaces'. 

in the era of imperialism, capital is no 
longer progre.ssive. In a third world coun¬ 
try it operates with compromises and 
within the social base and culture of 
feudalism. Its ability to radically and pro¬ 
gressively transform its social surroun¬ 
dings no longer cxist.s. Monopoly capital, 
therefore, operates in a dual mode. On the 
one hand it sets up factories and starts a 
production process, and on the other it 
generates and harbours the speculation of 
its resources by the ruling sections; it 
creates a workforce but not a working 
class in the sense of expanded capitalistic 
social relations—that is, it does nut 
socially and culturally homogenise the 
workers into an entity. 

Bombay, as any other third world city, 
has a va.st reserve army of underempluy^ 
and marginalised people who somehow 
eke out a tenuous exi.stence. But the moot 
point is that this significant percentage of 
people arc an inherrent and integral part 
of Bombay and very necessary for the 
city’s survival as a commercial centre. 
They are marginalised and underemployed 
and shall remain so but arc indispcnttable 
because they serve the needs as dictated 
by monopoly capital. In this context the 
wo Bombays within the city are, one 
vhich is officially recognised and the 
ither, unofficially recognised and not as 
Indian terms the latter as 'legally 
nrecognised’. 

Mudaliar in this light a.ssumes a dif- 
.•rent role altogether. He becomes the 
noffleial arm of the state through whom 
le second Bombay is recognised and 
iverned. If the worker is ruled by laws, 
ithin the factory and in his interactions 
th the official Bombay, as per the state’s 
ficial formulations of legal processes, 
Mudaliar’s rule over the worker as a 
irginalised entity, outside the factory 


and in the realm of his social existence, 
maintaining discipline and order through 
various extra-economic spheres of in¬ 
fluence. While Bombay or monopoly 
capital at one time uses the marginalised 
people's labour power and in that officially 
recognises them, at another time the same 
Bombay unofficially recognises them by 
allowing a Mudaliar to mediate on their 
behalf on issues like slum eviction, or 
Fcdressal of their woes through instant 
justice. How else can one understand the 
authorities allowing a Dharavi, the largest 
slum in Asia accommodating the single 
largest workforce at one place, to exist in 
peace with their avowed policy of not 
allowing illegal constructions and of keep¬ 
ing the city clean? The issue of Mudaliar’s 
Shri Sarvajanik Maha Ganapati Pooja 
Committee extending a cultural identity 
to the Ikmilian in fact assumes greater 
significance in revealing monopoly 
capital’s need for extra-economic methods 
of controlling and disciplining labour in 
the context of its inability to homogenise 
the working masses into the working class. 

A Mudaliar of Bombay or any. other 
third world city is a part and an arm of 
the state. Given the legal structure, 
Mudaliar is the unofficial arm but a very 
definite part of state’s governance. The 
politics of a Mudaliar phenomenon is in 
fact acknowledged by Pandian when he 
writes “that none could win an election 
in areas like Matunga, Kings Circle... 
without Mudaliar’s support”. Mudaliar 
did not redistribute “power between the 
powerful and the powerless—between the 
legally recognised Bombay and the 
marginalised Bombay”, but in fact main¬ 
tained status quo by intervening on behalf 
of the marginalised and finding extra-legal 
solutions to the urgent issues affecting 
their immediate existence. The Mudaliars 
are an essential part of the state 
machinery, unofficially defusing, poten¬ 
tially explosive situations arising from 
time to time and in the ultimate analysis 
undermining the emergence of an alter¬ 
native radical political consciousness in 
the oppressed sections, necessary for ob¬ 
jectively analysing and changing the 
power structure controlling their social 

11X0$. 

Mudaliar as an individual may have 
grown too big and transgressed the state- 
dicuted boundaries of operation and 
possibly, therefore, had to be dispensed 
with; but the reality is that the state har¬ 
bours a hundred other Mudaliars, albeit 
of a lower profile, in Bombay and such 
cities, without whom it would not be 
possible to maintain a balance, without 
whom the city would be sucked into the 


vortex of civil strife 
The history of Vkradantja Mudaliar is 
neither a part of the history of Bombay’s 
underworld, nor a part of the history of 
the marginalised sections, but one of 
state’s dual machinations of official and 
unofficial rule over the exploited masses, 
all to mainuin status quo.' 

Pankaj Dun 

Calcutta 

Fellowships: More 
or Bigger? 

M- RAMAN’S arguments about 
‘Fellowships: More or Bigger?’ (£PH', 
April 23) apply generally to all higher 
education. Fellowships should not be 
singled out for t«ing kept down—and 
must bear a reasonable relationship to 
salaries and wages that MAs/M.Scs could 
otherwise command in the region con¬ 
cerned. Research should not be the oc¬ 
cupation of last resort. The actual fact so 
far is that the minister for science and 
technology has announced enhanced 
fellowships, the UGC has not, yet—and 
is being pressed to do so by research 
scholars. 

.S Shukia 

Delhi. 
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Rs 300 


Two i«ars 
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Six months 
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One year 
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Surface mail 
(all countries) 

US $60 

US $40 

Air mall 

Pakistan and 

Sri lanka 

$60 
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Patriots All 


r he Indian opposition parties succeed in making a spec- 
tacle of themselves cverytime they have to take a stand 
m the government’s foreign policies. So-called patriotism 
Irives them not only to go all the way with the govern- 
nent, but makes them take jingoist po.sition$ at the initial 
tage. But when the going gets tough for the government, 
hese opposition parties begin condemning the same 
)oiicies which not very long ago they had supported 
ociferously. 

A typical instance is the confusion over Sri L.anka. Even 
lefore the Indo-Sri l>anka agreement was signed in July 
ast year, some opposition parties, notably the DMK, were 
lemanding the deployment of Indian armed forces in Sri 
.anka. The agreement followed by the landing of Indian 
roops in Jaffna was generally supported by the opposi- 
ion. At any rate no murmurs of protest were heard at 
hat time. Non-party political observers or commentators 
vho warned about the-consequences of the misadventure 
vere pooh-poohed, the general impression evidently 
ihared both by the government and the opposition being 
hat the mighty Indian army would complete the task in 
i jiffy. None among the opposition parties cared to ques- 
.ion the violation of the much-touted norm of non¬ 
interference in the internal affairs of another country at 
:hat time. 

Today, after nine months during which period the 
Indian army—euphemistically called the Indian Peace- 
Keeping Force (IPKF)—has got more and more bogged 
down in their operations against the LTTE, the opposi¬ 
tion parties are having second thoughts. They were 
brought together at a meeting in Delhi on April 28 under 
the ai'spices of a Madras-based organisation of citizens 
concerned about the Sri Lankan situation. The CPI and 
CPl(M) were conspicuous by their absence. They are still, 
as usual, dithering, and are yet to,make up their minds. 
The others who were represented at the meeting—Janata 
Party, Congress(S). DMK, AIADMK, Iblugu Desam— 
more or less agreed that the deci.sion to deploy Indian 
troops had been wrong, condemned the atrocities being 
perpetrated by the IPKF and demanded its withdrawal 
^some suggested immediate withdrawal, others in stages). 
The general mood was that the way the Rajiv Gandhi 
government had handled the situation had been wrong, 
beginning from the Indo-Sri Lanka agreement which left 
put the LTTE from any official consultation and thereby 
Tailed to get any commitment from it as to the cessation 
pf hostilities. Some, like George Fernandes, even question¬ 


ed the manner in which the accord had been 'drafted, 
drawing attention to the alleged similarity of the 
phraseology used in the text of the agreement to that used 
in a document brought out by an American organisation 
with known CIA links just on the eve of the signing of 
the agreement. 

The main thrust of the opposition grouse, as evident 
from the Delhi meeting, was about the increasing losses 
suffered by the IPKF and its damaging image as an 
occupation force in a foreign country. It is the same old 
story: nothing succeeds like success. The Indian interven¬ 
tion in Bangladesh in 1971, since it was a brief operation, 
in spite of the same allegations of looting by Indian 
soldiers (some among them were later court-martialled) 
did not evoke protests from among the opposition par¬ 
ties which in one voice hailed Indira Gandhi’s achieve¬ 
ment. But a long drawn out affair—with a heavy finan¬ 
cial drain, mounting loss of lives of Indian jawans and 
reports about atrocities on Tamil civilians—soon makes 
one realise where the shoe pinches, as the Americans 
found out at the end of the Vietnam war and the Rus¬ 
sians are now realising in Afghanistan. 

While welcoming the belated wisdom that has dawned 
upon the opposition parties, one cannot help feeling 
cynical about their motives. Arc they protesting against 
the presence of Indian troops in Sri Lanka on the basis 
of a principled stand or is 4 simply la stick to beat the 
Rajiv Gandhi government with, now that the presence has 
become an embarrassing'liability and a source of tension 
for the government? Aladi Aruna, the AIADMK 
representative at the Delhi meeting, thundered against the 
IPKF. Till recently, along with the rest of his party col¬ 
leagues, he had been loyally supporting the ruling party’s 
policies, including the Indo-Sri Lanka agreement and the 
deployment of Indian troops in Jaffna. His party in the 
meantime split, with him in the anti-Congress(I) faction 
led by Jahaki Ramachandran. And all of a sudden he is 
now taking an anti-government stance. One doubts 
whether he would have come up with a dissenting note 
to the report of the Joint Parliamentary Committee on 
the Bofors deal (a committee which had been boycotted 
by the rest of the opposition but was joined by the loyal 
AIADMK) or with his present denunciation of the IPKF, 
if his party had not split on purely internal factional dif¬ 
ferences which had nothing to do with ideological issues 
or questions of principle relating to the Bofors affair or 
the Sri Lanka imbroglio. 
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MONETARY POLICY 

To What Purpose? 

THE more the monetary authoritias get 
concerned with monetary target-setting 
the more erratic ironically monetary and 
credit developments seem to be becoming. 
The changes in the different components 
of money and bank credit have bem vastly 
divergent in 1987-88. There was a sharp 
acceleration in the growth of currency in 
circulation; a sharper and unprecedented 
deceleration in the growth of demand 
deposits; and a slow-down in the pace of 
expansion of time deposits as well. 
Similarly, in scheduled commercial bank 
credit, while advances for food procure¬ 
ment fell sharply, the fall was nearly com¬ 
pensated for by a rise in non-food credit. 
Looking at the figures for the full finan¬ 
cial year which have now become availa¬ 
ble, currency with the public galloped by 
Rs 5.010 crore (17.5 per cent) in 1987-88 
against Rs 3,420 crore (13.7 per cent) in 

1986- 87; demand deposits rose by no more 
than Rs 999 crore (4.3 per cent) against 
Rs 4,060 crore (22.2 per cent); and time 
deposits grew by Rs 14,810 crore (16.4 per 
cent) against Rs 14,720 crore (19.6 per 
cent). 

To an extent the data for 1987-88 are 
not comparable with those for earlier 
periods because of the extensive resort to 
so-called buy-back arrangements by the 
commercial banks. The Reserve Bank has 
estimated the extent of such arrangements 
by the banks at about Rs 2,000 crore in 

1987- 88. The growth of bank deposits and 
correspondingly the growth in overall li¬ 
quidity are as a result understated. Addi¬ 
tional portfolio management by banks in 
government and approved securities in 
1987-88—assuming hopefully that the 
banks were not flouting the Reserve 
Bank’s directive issued in April 1987 ban¬ 
ning buy-back arrangements in public sec¬ 
tor bonds and corporate shares and 
debentures—could have been to the tune 
of about 1.8 per cent of aggregate deposits 
or 1.4 per cent of M,. However, even 
after taking this into account, the modera¬ 
tion of the pace of monetary expansion 
in 1987-88 was significant: the growth of 
M, was only Rs 6,032 crore (11.8 per 
cent) against Rs 7,579 crore (17.3 per cent) 
in 1986-87 and that of M, Rs 20,882 
crore (14.9 per cent) against Rs 22,295 
crore (18.8 per cent). 

The Reserve Bank has rightly expressed 
concern over the rapid expansion of cur- 
renev. With a view to regulating overall li¬ 
quidity during different seasonal phases, 
it has decided to release the balance of the 
impounded cash balances (Rs 744 crore) 
on April 23, but raise the cash reserve 
ratio by 0.5 percentile point (from 10 to 


10.5 per cent) with effect from the fort¬ 
night beginning July 30. Besides, the 
Reserve Bank has effected some tighten¬ 
ing of export refinance and selective credit 
controls. It has also banned buy-back ar¬ 
rangements by banks even in government 
and approved securities. All of these may 
seem sensible considering that only such 
a discretionary credit and monetary policy 
will have some scope for success.' 

A moot point, however, is to what ex¬ 
tent the recent macro-level policy reforms, 
introduced following the recommenda¬ 
tions of the Chakravarty Committee, have 
borne fruit. The most important of these 
reforms pertains to monetery target¬ 
setting and a related aspect is the objec¬ 
tive of reducing the monetisation of 
government debt. On' these issues the 
Reserve Bank has been conspicuously 
silent. In regard to monetary target-setting 
the situation seems especially confusing. 
The finance ministry has been claiming 
in its Economic Survey for the past two 
years that it has been engaged in exercises 
in monetary target-setting, albeit in con¬ 
sultation with the Reserve Bank. The 
Reserve Bank also claims, in its last An¬ 
nual Report, that “monetary policy in re¬ 
cent years has been paying increasing at¬ 
tention to the need for controlling overall 
liquidity in the economy and for greater 
co-ordination between monetary and fis¬ 
cal policies”. However, if one goes by the 
size of the government deficit, one finds 
little evidence of such co-ordination. It is 
one thing to agree that the government 
deficit would henceforth be measured in 
terms of net Reserve Bank credit to 
government so as to keep track of the 
possible monetisation of government debt 
and quite another thing to have a degree 
of control over the size of the government 
deficit. It is the size of the government 
deficit that determines the nature of co¬ 
ordination between monetary and fiscal 
policies. As it happens, the government 
deficit, in absolute terms, has been at its 
largest since the acceptance of the 
Chakravarty Committee’s recommenda¬ 
tions by the government. As per the latest 
data. Reserve Bank credit to government 
rose by Rs 7,030 crore in 1987-88 against 
Rs 6,870 crore in 1986-87 and Rs 9,127 
crore in 1985-86. The other variable which 
the government has been keeping the 
focus on is total net bank credit to govern¬ 
ment which rose by Rs 12,630 crore in 
1987-88, Rs 12.775 crore in 1986-87 and 
Rs 9,572 crore in 1985-86. 

Spokesmen of the government and the 
Reserve Bank have been emphasising that 
the monetary targeting exercise is. and 
ought to be, a flexible one. The issue, 
however, is not that of flexibility or lack 
of it, but of what the authorities are try¬ 


ing to adiieve. The offlchd per^ion, it 
vrould appear, is dut (a) inflation in the 
economy is arising out of moneury 
sources and (b) the authorities are in a 
position to regulate the growth of overall 
liquidity. On boUi these counts, recent ex¬ 
perience should warn us, the authorities 
are on uncertain ground. 

Equally questionable has been the 
authorities’ handling of.the short-term 
money market. Interest rates on govern¬ 
ment securities have been pushed up on 
the wrong premise that higher yields on 
government securities would encourage 
non-bank purchasers of these securities 
and reduce monetisation of government 
debt. There has been at the same time a 
marked increase in bank managements’ 
preoccupation with playing the short-term 
money market at the cost of larger societal 
concerns and. what is more, it cannot be 
said that in this they have not been en¬ 
couraged by the Reserve Bank. The in¬ 
troduction of the 182-day treasury bill, not 
linked in any way to the government’s re¬ 
quirements of funds, was a clear signal to 
them in this regard. The result has been 
that holders of bulk funds have been hav¬ 
ing a field day playing one bank against 
another and the banks in turn have been 
obliging them with such devices as the so- 
called buy-back arrangements. Monetary 
policy has been the sufferer—on the 
Reserve Bank’s own admission in 1987-88 
as much as Rs 2,000 crore had moved in¬ 
to banks' off-balance sheet operations 
outside its control. Now the Reserve Bank 
has been-compelled to put a stop to these 
activities, but only at a price. The price 
has taken the form of raising of the short¬ 
term deposit rate to as high a level as 8 
per cent, which represents the formalisa¬ 
tion of the breach of deposit rale regula¬ 
tions which is what the buy-back arrange¬ 
ments had amounted to. And all to what 
purpose? Certainly it cannot be claimed 
that the hike in the .short-term interest rate 
will benefit savers or help push up savings 
in the economy. 

WEST BENGAL 

Reliance on Police 
Methods 

Ajit Roy writes: 

THE West Bengal Left Front’s police 
policy urgently needs a second and sear¬ 
ching look in the interest of democracy— 
not merely in this state, but also in the 
country as a whole. If the emerging image 
of a trigger-happy police, shielded by an 
indulgent government, is allowed to 
register in the public mind, then the con¬ 
templated bid for offering a better and 
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more democratic, more popular, alter¬ 
native to the authoritarian and repreuive 
Congress(I) ngune cannot but lose its ap¬ 
peal. This question.has assumed an urgen¬ 
cy not dniy because of the police firings 
on two occasions in less thkn a month’s 
time, but also one or two other decisions 
of the Left Front government relating to 
the police. This issue has an added impor¬ 
tance because of the fact that the police 
department is held by the chief minister 
himself. 

On March 28, police fired upon a 
farmers’ demonstration demanding im¬ 
mediate restoration of snapped power 
supply in the interest of the ongoing 
crucial farming operations in the area. 
The demonstration had been organised, 
it appears, by ail sections of the local peo¬ 
ple. including supporters of the CPl(M), 
that is, cutting across political lines. While 
some officials were still engaged in paci¬ 
fying the crowd, the police suddenly 
resorted to firings, resulting in casualties 
including death. Subsequently, although 
many partners of the Left Front, including 
the CPI, have given subdued expression 
to their dissatisfaction and unease and 
angry protests were organised by the Con- 
gre$s(l) opposition, the chief minister has 
not conceded the demand for a judicial 
enquiry. 

On the second occasion, on April 23, 
there were undoubtedly provocations from 
some questionable quarters. Three per¬ 
sons, including two women, were killed in 
the police firing. The occasion arose when 
an armed police party had gone to give 
protection to a demolition squad en¬ 
trusted with the job of clearing a plot of 
the Port Trust land at Thratala in south¬ 
west Calcutta of an illegally constructed 
temple It is reported that the unauthoris¬ 
ed occupants had foreknowledge of the 
coming police action and had made some 
preparations for resisting it. But, 
nonetheless, sections of public opinion in 
Calcutta are questioning the wisdom of 
sending policemen and resorting to Brings 
upot. women in a bid to get the land 
vacated; people say that the government 
should have pursued persuasion instead 
of bulldozing. 

Naturally, these police actions, more 
particularly the firing on the farmers in 
the Nadia village; have been seized upon 
by the Congressfl) for mass campaigns to 
damn the Left Front government and they 
have thus provided the Congress(l) with 
effective ammunition in the wide-fronted 
offensive that seems to be in the offing. 

Readiness to depend on police action 
in preference to persuasion seems to have 
become a basic orientation of the Left 
Front government. This is reflected in a 
recent press report, not contradicted by 


the government so far. The report in The 
Tilegraph, Calcutta, of March 31, said 
that: “The West Ben^ government is go¬ 
ing to raise an elite strike force of com- 
mando^which can Impressed into service 
at times of ’onergencies arid special needs 
for quelling violence in the stated. The need 
to raise a special crack force for meeting 
contingencies at short notice has been 
‘badly felt’ by the state government in the 
light of the ‘sad experience’ in the Dar¬ 
jeeling hills!’ The force is proposed to be 
equipped with .303 rifles as well as 
sophisticated weapons, the report says. 

It is unfortunate that the Left Front 
government seems to have concluded that 
it is primarily the inadequacy of the police 
bandobast that is at the root of the con¬ 
tinued and intensifying crisis in the Dar¬ 
jeeling hill areas.'Since challenges similar 
to that of the Gorkhas may recur in other 
areas of the state, reliance on the bankrupt 
Darjeeling strategy on the part of the Left 
Front will rather complicate the develop¬ 
ing situation if it really arises, rather than 
easing it. 

Another manifestation on the same 
clinging to the traditional police methods 
is the promotion of one of. the most 
notorious police officers to the key post 
of assistant commissioner in the special 
branch of the Calcutta Police This officer 
is identified in the public mind with the 
most lawless and the most brutal repres¬ 
sion of the Naxalite elements and sus¬ 
pected sympathisers of theirs during the 
pre-Emergency and the Ethergency 
periods. 

The one conclusion that emerges from 
the foregoing is that the Left Front 
, government and its police minister who 
happens to be chief minister also have no 
hesitation in identifying themselves with 
the long-term interests and basic methods 
of the existing power structure. If so, then 
the public has the right to consider their 
claim to represent a democratic alternative 
as an exercise in demagogic deception. 

NARMADA PROJECT 

Infringing Workers’ 
Rights 

THE Narmada Valley project which has 
ftnally been iqiproyed by the central govern¬ 
ment disregarding the environmental and 
humanitarian objections raised by a grow¬ 
ing movement which is questioning the ra¬ 
tionality of such massive riverine projects. 
Significantly, even the government’s 
department of environment had estimated 
thm the cost of environmental damage 
from just one of the 30 mqior dams, 
would be over Rs 8,000 crore. Hie largest' 


of the 30 major dams, Saidar Sarovar 
dam in the Bharuch district of Gujaru 
was launched by the prime minister 
amidst the usual PR on the ‘massive’ en¬ 
vironmental protection and rehabilitation 
programme which the government would 
be undertaking. 

Since then work on the dam has been 
going on at breakneck pace with scant at¬ 
tention being paid to either the workers’ 
welfare or their safety. Even worse, accor¬ 
ding to a fact-finding team from ^mbay 
which recently toured the site, the workers 
are bang terrorised. The contractors, with 
the hblp of the Gujarat police have been 
preventing all efforts to mobilise workers. 
The Delhi-based contractors have resorted 
to a variety of tactics including unwar¬ 
ranted transfers of workers who were ac¬ 
tively working to organise the labour, and 
coercing them to accept the transfer orders 
by threatening police action. When this 
led to widespread indignation among the 
workers, the management reportedly call¬ 
ed in mobile police forces to keep a cons¬ 
tant watch on the workers’ movements, 
even at night in the residential areas. The 
fact that the area was declared a protected 
area in 1969 is now being utilis^ to im¬ 
pose all kinds of restrictions on workers’ 
movement. 

A number of workers have also com¬ 
plained of labour malpractices—denial of. 
overtime compensation, workers being 
forced to go on leave on the assurance of 
being reabsorbed, but later their services 
being terminated, ac Moreover, the con¬ 
tractors have been flouting safety regu¬ 
lations—all in a bid to complete the pro¬ 
ject in the stipulated time because of 
penalty clauses in the contract. 

Currently, the Sardar Sarovar project 
employs over 2,000 temporary workers on 
daily wages who live outside the campsite 
w4iile 750 skilled workers and 300 other, 
live on the campus. The entire Narmada 
project is expected to employ at least 8,000 
permanent workers over five years and 
another 8,000 orer 18 years at various con¬ 
struction projects. It is hardly likely that 
the conditions of workers under which 
these workers wiU be forced to labour will 
be no better than what is seen in the Sar¬ 
dar Sarovar project. Equally, given the 
urgency with which the Narmada project 
is being pushed forward, the state will 
assure protection of every kind, including 
the use of the police, to the contractors 
to ensure that the work goes on. This in, 
turn will make the process of unionising 
these workers to seek redressal of their 
grievances or to demand betto- working 
conditions a difficult and even hazardous 
task. At the Sardar Sarovar site for in¬ 
stance, activist workers and union leaders 
have been beaten up, some threatened. 
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and according to reports, two employees 
sympathetic to the union have died in 
'road accidents’ under suspicious 
circumstances. 

The Gujarat governmwrt’s willingness 
to allow the use of police force to obstruct 
the unionisation of workers can only be 
condemned in the strongest terms. The 
least the government can do is to make 
stringently-framed employment rules a 
part of the contracts b^ween the govern¬ 
ment and the numerous builders for Nar¬ 
mada project. 

COAL MINING TECHNOLOGY 

Importing Obsolescence 

THERE is nothing wrong in seeking 
technology imports where they are need¬ 
ed. However, there is everything wrong 
when, in the process, a relationship of 
dependent exploitation is established bet¬ 
ween the supplier and the recipient of 
technology. This is precisely what is hap¬ 
pening in the coal and coal mining 
machinery manufacturing sector. The of¬ 
ficial justification for the continuous and 
systematic import of coal mining techno¬ 
logy and equipment is that it is not in¬ 
digenously available. While this may be 
true in the development of ultra deep coal 
mines it is certainly not ju.stified in the 
case of almost all opencast and under¬ 
ground coal mines. 

Collaboration with the Soviet Union in 
the design and planning of coal mines at 
the Central Mine Planning and Design 
Institute (CMPDI), Ranchi has proved 
retrograde, tor this has meant the adop¬ 
tion of Soviet designs which in turn has 
created an avenue for the supply of Soviet- 
manufactured equipment, irrespective of 
its suitability to Indian conditions. The 
government has entered into a long-term 
‘co-operation’ agreement for Soviet 
‘technical assistance’ in the coal sector 
upto 2000 AD. The USSR will collaborate 
in the development of IS coal mining pro¬ 
jects, five opencast projects and ten 
underground projects, right from the stage 
of preparation of the feasibility report to 
the stage of mining of coal. The foreign 
exchange cost of the equipment and ser¬ 
vices will be covered under Soviet soft, 
long-term credit. 

The government is actively seeking col¬ 
laborations with Poland, UK, France, 
West Germany. East Germany, Canada 
and Au.stralia as well as Soviet Union for 
specific projects right from the DPR stage 
to the stage of coal mining. This includes 
the supply of equipment, specialist ser¬ 
vices and training of Indian personnel. 
Imports of equipment are linked to the 
availability of long-term credit. Wherever 
pos.sible, an attempt is made to enter into 


collaboration for the manufacture of the 
mining machinery. ITie net result accor¬ 
ding to one knowledgeable writer has been 
"to reduce Indian coal mines into 
museums of international mining machi¬ 
nery, opencast as well as underground’’. 
Consequently, there is an inability to stan¬ 
dardise, leading to a huge spare parts in¬ 
ventory. Maintenance of machinery is ir¬ 
regular and poor and this.means an in-' 
crease in idle hours. The underutilisation 
of costly equipment necessitates the pur¬ 
chase of more equipment. To illustrate, if 
a dragline is utilis^ to only 15 per cent 


BUSINESS 

OILSEEDS 

Many Question Marks 

THE union agriculture minister Bhajan 
Lai stated in the Lok Sabha the other day 
that the government planned to import 20 
lakh tonnes of edible oils during the cur¬ 
rent season to provide the people with this 
essential commodity at reasonable prices. 
He denied that there was a proposal to im¬ 
port oilseeds this year. Record imports of 
edible oils in the third year of the Seventh 
Plan accord ill with the government’s glib 
talk about achieving self-sufficiency in 
vegetable oils by 1989-90 as also with its 
highly questionable claim about a break¬ 
through in oilseeds production on the 
basis of record rabi oilseed production this 
season. 

Bhiqan Lai’s statement on edible oil im¬ 
ports raises some pertinent points. It is 
rather surprising that the agriculture 
minister should have made a statement on 
an issue that falls in the domain of the 
civil supplies ministry. What is more, the 
pointed reference to providing oil to peo¬ 
ple at reasonable prices contrasts sharply 
with the agriculture ministry’s deep con¬ 
cern foi protecting grower’s interests. It 
is common knowledge that the agriculture 
ministry has been strongly opposed to 
large imports of edible oils on the plea 
that it would hurt the interests of oilseed 
growers with inevitable adverse impact on 
production. 

The government’s obsessive concern 
about keeping edible oil prices under 
check through massive imports betrays a 
total lack of concern about the admitt^ly 
difficult balance of payments position 
which calls for rigorous curb on avoidable 
consumption imports. It is one thing to 
effect imiports to offset a setback in in¬ 
digenous-supply caused by the vagaries of 
the weather. But it is very different when 
imports are effected to boost consumption 
on an enduring basis beyond the level sus- 


of its ntted capacity instead of dOperomt, 
then four dragUnes are required to do the 
job of one 

The coal sector has been notorious for 
not being able to ensure that coal mining 
projects are implemented within the 
stipulated time and within sanctioned 
costs. Hence, the government is trying to 
get foreign collaborators to impleitumt the 
projects on a turnkey basis, with ap¬ 
propriate guarantees against tinu and cost 
over-runs. On such terms and conditions, 
the learning process for Indian mining 
personnel is altogether given the go by. 


tainable through normal domestic pro¬ 
duction. For this has serious foreige «- 
change implications. 

Could it be that the not-infrequent 
reports about the government’s plans to 
import edible oils on a massive scale are 
intended mainly to make an impact on 
market psychology and that actual im¬ 
ports this season may nof be as large as 
the planned figure if the monsoon turns 
to be normal holding out the promise of 
ri'good kharif crop. Be ihet as it may, in 
view of the planned record imports, the 
overall edible oil supply this season is like¬ 
ly to be somewhat better than in the 
previous season. Satisfactory overall supp¬ 
ly and jhc change in the marketing 
strategy for imported oils have made a 
nrofound impact on the general market 
psychology. Current edible oil prices, 
down 22 to 30 per cent from the mid- 
August record highs, are 4 to 6 per cent 
lower than the prices which prevailed at 
this time last year. Despite the failure of 
the major kharif harvest, groundnut oil 
is cheaper than a year ago. 

Because of the continuing large supp¬ 
ly of imported oils under the public 
dLstribution system as also under the open 
sale system at fixed prices, trade and 
speculative demand has virtually dried up. 
Imported oil allocated to the vanaspati in¬ 
dustry and for public distribution has 
seldom been fully absorbed. The govern¬ 
ment would do well to ponder over the 
emerging edible oils market scenario and 
conserve supplies for the lean period 
ahead. In the event of improved kharif 
crop prospects, the government could ef¬ 
fect a substantial cut in imports to save 
precious foreign exchange. 

The vanaspati industry has, of late, 
been having a rather uneasy time It is not 
merely that the price fixed under the 
voluntary contro) scheme—Rs 335 a tin 
(15 kg)—has become uneconomic in the 
wake of the increase in packaging costs. 
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Easy availability of edible oUt, espedaUy 
rap^mustaids^ oil,'at relatively cheap 
prices has made the marketing of vanas- 
pati difficult. The industry’s (Ufficultiei 
have been compounded by the fact that 
the demand for vanaspati 'is highly 
regionalised, with northern .and western 
India accounting for over three-fourtl^ of 
the total demand. Ihlking to knowledgea¬ 
ble persons connected with the industry 
the impression one gathers is that the an¬ 
nual production of over 9 lakh tonnes, 
made possible by the supply of imported 
oil at highly concessional prices, far ex¬ 
ceeds effective demand for vanaspati. The 
view is widely shared that if demand and 
supply forces were allowed to have a free 
pl^, vanaspati production would come 
down to around 7 lakh tonnes. 

The government is reported to be think¬ 
ing of effecting a cut in the allocation of 
imported oils to the vanaspati industry 
from the present level of SO per cent (at 
Rs 15,000 a tonne) plus 30 per cent (at 
Rs 19,000 a tonne) to 40 per cent and 20 
per cent respectively and increasing the 
‘controlled’ price of vanaspati from 
Rs 335 to Rs 350 a tin (IS kg). The civil 
supplies ministry has had quite a fc^ 
meetings with the representatives of the 
vanaspati industry. But a final decision on 
the changes, to be effective from May, has 
still to be taken. 

The government’s obsessive concern 
about vanaspati is difficult-to appreciate. 
Since vanaspati is nothing but refined, 
hydrogenated oil and it is consumed by 
the relatively better-off people there is lit¬ 
tle sense in having control over vanaspati 
prices when there is no control over the 
prices of liquid oils which account for 
over three-fl^s of the total edible fat con¬ 
sumption. The supply of imported oils to 
the vanaspati industry at highly conces¬ 
sional prices to maintain the fac^e of in¬ 
formal price control is a telling illustra¬ 
tion of pernicious influence of powerful 
vested interests. 

It is high time the government did away 
with the supply of imported oils at con¬ 
cessional prices and also removed all con¬ 
trols on vaiuispati. Let vanaspati compete 
with refined oils on merit. Edible oils im¬ 
ported to bridge the gap between indi¬ 
genous supply and demand should be 
made available to vanaspati manufac¬ 
turers as well as refiners on equid terms 
at the prevailing mar’icet prices. This will 
Wing down the produaion of vanaspati' 
to the level of genuine demand and also 
enable mobilisation of fairly large funds 
which could be usefully deployed for the 
development of the oilseeds economy— 
for increasing oilseed production and 
fuller exploitation of the existing oil bear¬ 
ing resources. 


What it one to make of the agriculture 
minister Bhajan Lai’s rqsorted denial in 
the Lok Sabha on A|»ril 25 that there was 
a proposal to import oilseeds during the 
current year when the minister of state for 
commer(» P R Dasmunshi assured the 
Raiya Sabha the very next day that the de¬ 
mand for importing oilseeds instead of oil 
to help indigenous mills, generate employ¬ 
ment and add to productivity would W 
carefully examined. The case for impor¬ 
ting oilseed in lieu of a part of the oil im¬ 
port requirements of the country is indeed 
unexceptionable. The decision in regard 
to the seeds to be imported should be 
guided essentially by the net outgo of 
foreign exdiange rathW Uum oil yield con¬ 
siderations. It is indeed surprising that the 
government should keep questioning the 
economic viability of importing oilseed/ 
rice bran in lieu of a part of the oil im¬ 
port requirements when the concerned 
associations have been willing to give a 
Arm undertaking that imports could be 
effected without ai^ net outgo of foreign 
exchange. New Delhi cannot be possibly 
unaware that it is an established practice 
among mqjor net importers of oils and 
fats the world over to effect their pur¬ 
chases in the form of seeds. India enjoys 
the dubious distinction of having emerg¬ 
ed as the largest importer of edible oils 
and allowing its crusiting/processing in¬ 
dustries to languish for want of raw 
material. 

New Delhi has done well in quickly 
revising iu altogether ill-conceived new 
policy in regard to export of deoiled meals 
under ‘limited ceiling’, namely, rice bran 
extraction, groundnut extraction and cot¬ 
tonseed extraction/expeller. Registration 
of export contracts be done by the 
respective associations as previously. The 
ceiling, however, will be administered by 
the licensing authority. Going by the ex¬ 
port performance over the past five years 
or so, there is little chance of the ^ceilings’ 
being reached, unless of course, interna¬ 
tional markets simply flare up. 

The concept of ‘ceiling’ for deoiled 
meals accords ill with the country’s com¬ 
pelling need to boost export earnings. In 
fact, what is required is a bold, im¬ 
aginative approach to export promotion. 
Exports of deoiled meals have suffered 
not from lack of supplies or from lack of 
overseas demand. India’s share in the 
global trade in deoiled meals has been on 
the decline This is essentially because the 
Indian goods have been simply priced out 
in intornational markets. Thm is no 
reason why an appropriate strategy can¬ 
not be devised to make Indian goods com¬ 
petitive in world markets. What is true of 
’limited cdling’ items is equally true of 
other export items in the oilseeds sector. 


TWENTY YEARS AGO 

EPW, May 11. 1968 

After lettins months and yews slip by, the 
govemment it now all in a bustle to decide on 
the leoiganisation of Assam.. .The scheme 
now befoic ^ cabinet proposes, according to 
sketchy legprts in the press, the constitution 
of the Rhasi-Jaintia and Oaro HiUs into a 
separate unit with a council of ministers and a 
legislatuie which would be autonomous.. .The 
North Cachar and Mikir Hills areas ate to be 
given a choice bet w een joining the Hills unit 
and reigning pan of the bigger sate. But 
what alMut the other tribes and groups which 
have been, with varying Insistence^ demanding 
autonomy? In Mi» Hills, the Mizo National 
Froffl’s demand is no longer for simple 
autonomy but for eepataa staiehood, if not 
sovereign nationhood. Elsewhere too. /.'there 
arc stininp for greater autonomy. Any leahaiic 
attonpt to redefiiw political divisions has to 
take into account all this cukural heterogeaeity 
and the separatist aspirations that spring ftom 
h. Eventually, no more than three or four 
plains districts might be left to constitute the 
state of Assam proper. 


Has the utility of the Aid India Consortium 
been stopped from depreciating further? 
Against $ 900 million expected for 1967-68, 
commitments to date aggregate $41S 
million,.. .Hrqie is now being radiated from 
New that, between US arui IDA, ahnost 
the entire balance would be forthcoming, to 
raise commitments to 8 8S0 million.. .The 
poim is luit that $ 900 million of Consortium 
aid is too much or too little; but on what basis 
it has been computed and on what basis it will 
be allocat ed for various uses. Even non-project 
aid, when it comes to brass tacks, is negotiated 
and allocated by commodity heads. Does the 
govenunent have even a faint idea of the com¬ 
modity imports required during the current 
and next year, barring a few items like fer¬ 
tiliser?.. .Iheie should certainly be enough aid 
in the pipeline to sustain inqiort liberalisation 
and industrial recovery, but is it too mudi to 
hope that, in this so-^ed interlude of con¬ 
solidation, the govenunent should know more 
than itacreditors about its likely gsiuine re¬ 
quirements of foreign eichange? 

* * * 

The Public Providait Fund ffill introduced 
by ftte finance minister in Lok Sabha is intend¬ 
ed to be an alternative to the now-abolished 
annuity deposit sdiertM.. .The fitranoe minister 
has docribed [h] as a social security measure. 
Social security for whom?... In the case of a 
tax payer with an income of Rs 1 lakh and 
ovei; the effective net of tax return from the 
scheme would be 9.S per cent, which would 
be much better than investment in bonds or 
debentures or even in most industrial shares. 
For the lower income groups or for the 
agricttituial nauveaux riches ^ scheme will 
have no specific attractions over other existing 
Mvings media. Is h really necessary to offre 
such high effective rates to a dan of people 
who would in any case save and make provi¬ 
sion for the future out of their large incomes? 
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STATISTICS 







Vhriation (per cent) 



Index Numbera of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Wtight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(16-4-88) 

Month 

War 

26, 1988 86-87** 

85-86** 

84-85 

83-84 

All Commodities 

1000 

419.9 

0.8 

10.0 

0.5 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

394.3 

0.9 

11.7 

0.2 

5.7 

2.1 

4.8 

11.0 

Fbqd Articles 

298 

383.1 

4.7 

10.8 

3.5 

72 

7.9 

6.4 

13.5 

Non-food Articles 

106 

387.0 

-1.3 

17.0' 

-0.8 

6.7 

-10.3 

-2.3 

15.1 

Fuel, Power, Light and Lubricants 

85 

667.6 


6.6 


6.7 

11.9 

2.6 

7.6 

Manufacture Products 

499 

399.1 

0.9 

9.7 

0.9 

4.7 

72 

6.0 

8.7 






Viriation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

(n 

In 

In 




Month 

War 

1987 

86-87 

85-86 

84-85 

33-84 

For Industrial Workers I960 > 100 

749^ 

-0.5 

9.2 

9.2 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 1984-85 = 100 

128* 


9.4 

9.4 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers July 60 to 

655* 

-OJ 

14.3 

14.3 

4.8 

4.8 

03 

11.4 

June 61 • 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(8-4-1988) 

Month 

War 

25, 1988 86-87** 

85-86** 

84-85 

83-M 

Money Supply (M.) 

Rt ciore 

1.63,158 

1,619 

21,693 

1,622 

21,627 

14,423 

16,058 

13,031 




(1.0) 

(13.3) 

(1.0) 

(18.3) 

<13.9) 

(18.7) 

(17.9) 

Net Bonk Credit to Government Sector 

Rs crore 

86.056 

4,860 

11,683 

2401 

12,822 

6,555 

8,445 

5,757 

Bank Credit to Commercial Sector 

Rs crore 

1,04.338 

1,267 

11,283 

944 

10,576 

10,963 

10,809 

8,830 

Net Fbreign Each Assets of Banking Sector 

Rs crore 

5.532 

489 

1,039 

154 

1,251 

13 

M19 

-104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1.18,034 

934 

15,756 

460 

16,723 

13,160 

11,519 

8350 




(0.8) 

(15.4) 

(0.4) 

(19.6) 

(18JI) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

7,291 

488 

-115 

153 

604 

197 

1319 

1333 







(8.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbers of Industrial 

Weights 

Latest 








Production 


Month 



Viriation (per cent) 



(198041 ° 100) 


(March) 

' In 

In 

In 


In 

In 

In 



1987 

1986-87 

1985-86 1984-85 1983-84 1982-83 

1981-82 

General Index 

100.0 

188.5 

8.9 

8.7 

8.6 


6.7 

33 

9.3 

. Basic Industries 

39.4 

196.5 

9A 

6.8 

11.1 


5.9 

7.0 

0.9 

Capital Goods Industries 

16.4 

242.7 

18.2 

10.6 

2.9 

14.8 

3.7 

6.7 

IntermetUate Goods Industries 

20.5 

156.6 

4.3 

7.5 

9.6 


8.5 

213 

3.7 

Consumer Goods Industries 

23.6 

173.8 

5.3 

12.5 

7.2 


1.6 

-1.5 

13.7 

Durable Goods 

2.6 

282.6 

19.5 

18.7 

21.6 

16.1 

9.4 

10.6 

Non-Dutable Goods 

21.0 

160.6 

2.6 

11.4 

5.0 

- 

0.4 

-2.8 

14.1 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 










(Jan 88) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs crore 

1.368 

12,603 

10,109 

12,550 

11,012 

11,855 

9,872 

8,908 






(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

1,753 

18,029 

16,401 

20,063 

19,766 

17,173 

15,763 

14,356 






(1.5) 

(13.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Tlade 

Rs crore 

-385 

-5,426 

-6,292 

-7,513 

- 8,734 

-5,318 

-5,891 

-5.448 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








(Dec 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30,247 

30,247 

30,U1 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of period) 



(0.4) 

(14.7) 

(10.9) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

492 

5,465 

5,473 

5,473 

5,824 

6,220 

6,756 

5362 




(-0.2) 

(-6.0) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-63) 

Number of ^cancies Notified 

Thousand 

56 

621 

616 

616 

683 

707 

827 

820 




(0.8) 

(-10.(» 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 


Number of Placements 

Thousand 

35 

360 

356 

356 

388 

407 

486 

474 




(LI) 

(-8J) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1986kB7** 

1985-86^’ 

19844S* )983-84« 1982-83* 

1981-82* 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

130,770 

132.226 

95358 

Grots Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61.838 

59,541 

55,068 

53,470 

132.226 

47,191 

Pn Capita Income (1980-81 prices) 

Rupees 

2,975 

L 721 

775 

764 

721 

720 

1,627 

664 

1 * Fdr current year upto latest month for which data are available kad for conesponding polod of last year. 



1 Excluding gold and SDRs. 










1 4 Upto latest month for which data are available. 









■f -t- Provitiond data. 










a Rdate to 1970-71 prices. 










Notes: (1) Superscript numeral denotes month to which figure rdate^ e g* superscript' 

indicates that the figure is for January and so on. 1 

(2) Figures in brackets denote percentage varimion over previous period. 
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COMPANIES 


SKF BEARINGS 

Expanding Capadity 

SKF BEARINGS INDIA’S licensed 
capacity for ball and taper roller bearings 
has increased from 11.2S million to 16.76 
million and from 3.75 million to 5.59 
million respectively under the govenunent's 
scheme of modernisation. This project is 
being implemented at the existing factory 
at Chipchwad, Pune, and is expected to 
be completed during the current year. The 
company has also in hand a letter of in¬ 
tent for setting up a new manufacturing 
unit in a backward area in Karnataka 
where it has planned to manufacture 9 
million ball bearings in technical col¬ 
laboration with SKF, Sweden. This unit 
will be manufacturing, for the first time 
in India, ball bearings using the modern 
line-manufacturing technology—a process 
which will still further improve the quality 
of company’s bearings. Steps are under 
way to convert the letter of intent into an 
industrial licence and production at the 


new unit is expected to commence during 
1989. The implementation of the moder¬ 
nisation scheme and the setting up of a 
new manufacturing unit call for sizeable 
investment. It is intended to raise Rs 14 
crore through an issue of secured redee- 
maUe non-convertible debentures carry¬ 
ing interest at 14 per cent per annum or 
such other rate as may be stipulated by 
the government. 

Meanwhile, the company has turned 
out good working results for 1987. Net 
sales have increased from the previous 
year’s Rs 66.07 crore to Rs 83.36 crore and 
gross profit from Rs 17.56 crore to 
Rs 23.78 crore. These figures reflect higher 
profit margins. Net profit has risen from 
Rs 9.23 crore to Rs 10.84 crore. The direc¬ 
tors have raised dividend by 2 points to 
22 per cent which is covered 3.98 times by 
earnings as against 3.70 times previously. 
The number of bearings produced during 
the year was 19 per cent higher as com¬ 
pared to 1986. Likewise, production of 
textile machinery components showed 


The Week'H CompanieH (Rs Lakh) 



SKF Bearings 

Nippon Denro 

.Simplex Mills 


Latest Vkar 

Last Year 

Ulesi Year 

l.ast Year 

Latest Year 

Last Year 


31-12-87 

31-12-86 

31-10-87 

31-10-86 

31-12-87 

31-12-86 

Haitl-up Capital 

I23S 

1235 

513 

513 

175 

175 

Re»erves 

.3044 

2233 

535 

167 

278 

255 

Borrowings 

2751 

2558 

3579 

1484 

1378 

1548 

of which Term Bat rowings 

1664 

1767 

2922 

1180 

550 

684 

Gross flxed assets 

6519 

5718 

1991 

1753 

2002 

2im 

Nei fixed assets 

3704 

3330 

1619 

1564 

1148 

1244 

Investments 

461 

183 


— 

10 

9 

Current liabilities 

3585 

2473 

1607 

700 

873 

689 

Current assets 

6450 

4987 

2521 

1242 

1546 

1413 

.Stocks 

2416 

2285 

967 

674 

1158 

1040 

Book debts 

1219 

1101 

855 

208 

270 

295 

Net sales 

8386 

6607 

7931 

4474 

3870 

3697 

Other income 

162 

187 

86 

66 

38 

33 

Raw material costs 

3136 

2638 

6632 

3662 

1985 

1715 

Wages 

1169 

868 

81 

58 

647 

583 

Interest 

280 

319 

227 

2 (» 

207 

226 

Gross profit (+)/loss ( -) 

2378 

1756 

731 

456 

156 

405 

Depreciation provision 

454 

438 

183 

187 

121 

118 

Tax Provision 

840 

395 

86 

— 

6 

— 

Net profit f-f )/loss(-) 

1084 

923 

462 

269 

29 

287 

Investment allowance reserve 

— 

181 

115 

— 

1 

125 

Transfer to reserves 

Dividend 

812 

495 

234 

166 

28 

27 

Amount P 

_ 

— 

— 

— 

_ 

— 

E 

272 

247 

113 

103 

— 

28 

Rate (per cent) P 

— 

— 

— 

— 

— 

— 

E 

22 

20 

22 

20 

— 

16 

Cover (times) 

Ratios (per cent) 

3.98 

3.70 

4.09 

2.61 


10.25 

Cross profit/sales 

28.35 

26.31 

9.22 

10.19 

4.03 

10.95 

Net profit/capital employed 

25.33 

26.61 

48.73 

39.56- 

6.40 

66.74 

liiventories/sales 

2B.8I 

34.58 

12.19 

15.06 

29.92 

28.13 

Whges/sales 

13.96 

13.14 

1.09 

1.29 

16.71 

15.77 


value increase of 51 per cent over the 
previous year due mainly to import 
substitution. The severe recession in the 
textile industry continued right through 
the year, with textile machinery manufac¬ 
turers working at 35 to 40 per cent of their 
capacity. The bearing industry’s growth 
was around 7 to 8 per cent in volume. In 
the OEM sector, commercial vehicles 
registered a growth of about 10 per cent, 
the two-wheeler sector an overall growth 
rate of about 5 per cent, and cars as much 
as 25 per cent. The pump and diesel 
engine industries increased their produc¬ 
tion significantly during the second half 
of the year, mainly on account of the 
government’s liberalised credit policy to 
combat the drought situation. The re¬ 
placement sector, however, continued to 
be affected by spurious, smuggled and 
under-invoiced bearings, and by bearings 
imported from east European countries. 


NIPPON DbNRO ISPAT 

Computerised Cold 
Rolling 

NIPPON DENRO ISPAT’s working 
results for 1986-87 have been significantly 
better than the previous period. The turn¬ 
over amounted to Rs 79.31 crore against 
Rs 44.74 crore and gross profit was Rs 7.31 
crore against Rs 4.56 crore and net profit 
stood at Rs 4.62 crore (Rs 2.69 aore) in 
spite of a provision of Rs 86 lakh for tax¬ 
ation for which there was no liability 
previously. The directors have raised tot^ 
dividend by two points to 22 per cent 
which is covered 4.09 times by earnings 
as against 2.61 times previously. The 
licensed capacity of the continuous 
galvanising line has been re-endorsed to 
56,500 TPA from 35,000 TPA in accor¬ 
dance with the current industrial policy. 
The company has taken steps for setting 
up a cold rolling mill complex for the 
manufacture of 1,25,OCX) TPA of cold roll¬ 
ed steel sheets at Kalmeshwar, in Nagpur 
district of Maharashtra. The project is be¬ 
ing set up in technical collaboration with 
the renowned companies of the world in 
this field like Hitachi and Nippon D«iro 
of Japan. The imyor plant and machinery 
are also being supplied by Hitachi. The 
mill would be one of the most modern 
cold rolling mill in India with totally com¬ 
puterised process control to ensure the 
highest degree of quality at every stage of 
' production. The cost of the project was 
estimated at Rs 80 crore. However, due to 
increase in custom duty on project import 
from 55 per cent to 90 per cent and ap- 
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predation of Japanese yen, project cost 
stands increased to the extent of Rs 13.50 
crore. The company has approached the 
finandal institutions for necessary finan- 
dal assistance to meet this additional cost. 
The implementatiop work for the project 
is progressing ahead of schedule and the 
trial runs are expected to start around July 
1988. With the rommissioning of this mill, 
the country will step into a new era of pro- 
dudng thinner gauge cold rolled steel 
sheets which hitherto have been imported. 
As a measure of forward integration, the 
company has obtained a letter of intent 
for setting up a plant to manufacture 
50,000 TPA of PVC coated steel sheets. 
The company is also taking steps for 
enhancement of production capadty of 
existing galvanising line to cater to addi¬ 
tional demand for. galvanised sheets re¬ 
quired for manufacture of PVC coated 
Sheets and also consequently reduce its 
overall unit cost of production. 

SIMPLEX MILLS 

Special Papers 

SIMPLEX MILLS COMPANY has 
reported very poor results for 1987 and 
skipped dividend, which was paid at 16 
per cent for the previous year. Despite 
higher sales of Rs 38.70 crore against last 
year’s Rs 36.97 crore, gross profit has 
dwindled from Rs 405 lakh to Rs 156 lakh 
and net profit from Rs 287 lakh to a mere 
Rs 29 lakh. The directors attribute this 
outcome to increase in the cost of produc¬ 
tion. Moreover, the recessionary trend, 
which set in in the previous year, con¬ 
tinued because of severe drought in the 
country. Poor demand in the market and 
competition from powerloom sector 
brought about decline in selling prices of 
products and resulted in erosion of 
margins. The company has drawn up a 
modernisation-cum-rehabilitation sch^c 
for its Bombay unit and its application for 
financial as.sistance amounting to Rs 6.54 
crore has been approved by the financial 
institutions. The scheme is expected to be 
completed by middle of 1989. The scheme 
vroutd help reduce cost of production and 
also enable the company to cater to the 
requirements of garment manufacturers 
and export markets which would reduce 
dependence on the local market. 

The Akola unit maintained its produc¬ 
tion and sales, but registerd a lower pro¬ 
fitability on account of increases in costs. 
At the Condia unit, the management 
made efforts to improve the quality and 
introduce special qualities of paper like 
bond, airmail and manifold. The new 
varieties have been well received in the 
market. The government imposed an im¬ 
port duty of 25 per cent on the import of 
waste paper which, after representations. 


was reduced to 10 per cent. Due to great 
demand for waste paper in the producing 
countries, prices have gone up and the 
cost of raw materials has gone up. which 
coupled with lower realisation, has 
resulted in loss. 

BANK OF INDIA 

Indiacard Launched 

BANK OF INDIA'S chairman R Srinivasan 
signed a card licence agreement in Bom¬ 
bay on Monday, May 2 with Mastercard 
International Incorporated’s executive vice 
president Serge Robert, for launching its 
Indiacard. The agreement pertains to the 
organisation’s major licensed product. 
Mastercard, which has 145 million users 
in 170 countries and is accepted at nearly 
six million outlets around the world. Ac¬ 
cording to R Srinivasan, the bank’s tie-, 
up with Mastercard will boost the concept 
of plastic money in the country. Coupl^ 
with the assistance of Crotral ^nk which 
also enjoys an agreemrot with Mastercard 
the bank is all .set to double the number 
of Mastercard-holders from the current 
level of 70,000 before the year is out. To 
start with, Indiacard is being made 
available to individuals who are account- 
holders and who have maintained a well- 
run account for about two years with a 
family income of more than Rs 50,000 per 
annum. 

Speaking on the occasion. Serge Robert 
said that a huge country like India 
represented a vast potential for the growth 
of the credit card business. To draw upon 
this potential. Mastercard had recently 
established a sub-office in New Delhi. 
Besides, there was a sub-office in Beijing, 
both of which came under the purview of 
Mastercard’s Hong Kong office. This 
agreement would also help bring foreign 
exchange into the country. The National 
Corporation group had also been set up 
by Mastercard to take care of general 
operations and marketing of credit cards. 
The service of his organisation would be 
at the disposal of its clients with regard 
to assistance in telecommunications, 
marketing, advertising, etc M N Goiporia, 
chairman. Central Bank of India, an¬ 
nounced that with effect from June 1, 
1988, cardholders would be provided 
round-the-clock service by member 
establishments. 

NOBLE SOYA 

A Cool Venture 

NOBLE SOYA has broken new ground by. 
diversifying into the fruit drink business. 
It has made a long-term arrangement with 
Lipton India for the sale of its range of 


fniit drinks marketed under the brand 
name ‘llee Ibps* and has been launched' 
in three flavours-manga guara and ap¬ 
ple. The market has revived these pro¬ 
ducts with enthusiasm and the company 
expects to reach near full capacity utilisa¬ 
tion during this season beginning April 
1988. It has also recently added a cold 
coffee to its range of beverages. Its ex¬ 
truder plant has just been commissioned 
and initial test marketing is under way. It 
expects to reach full capacity utilisation 
of the first stage of this plant by the year 
lend and go in for the second stage. 


IN THE CAPITAL MARKET 

Swede (India) 
Teltronics Limited 

SWEDE (INDIA) TELTRONICS 
LIMITED, promoted jointly by K C 
Rajaram and Associates and Karna¬ 
taka State Electronics Development 
Corporation Ltd has set up at Hoody 
village near Bangalore a Rs 7.7 crore 
factory to manufacture electronic push 
button telephones. While the initial 
capacity is 2,()0,(XX) per annu.n the 
liceniied capacity of the plant, however, 
•is 5,00,0(X). To finance in part the pro¬ 
ject, the company will enter the capital 
market with an issue of 15.19 lakh 
equity shares of Rs 10 each. Six lakh 
shares are earmarked foi NRIs, for 
whom the issue will open on May 4, 
1988 and for the remaining shares for 
the Indian investors, the issue will open 
on May II. According to H V G Reddy, 
chairman, the company has introduced 
electronic push button telephones 
which can be used in all types of ex¬ 
changes in India. Additional features 
such as message waiting, memory 
dialling and automatic re-dial of the 
last number dialled can be added on 
to the instrument. The company has 
plans to produce pay phones, cordless 
telephones and small business com¬ 
munication equipment in the near 
future. It has entered into technical 
collaboration for complete know-how 
with Ericsson Information Systems, 
AB, of Sweden. According to K C Ra¬ 
jaram, managing director, the com¬ 
pany, in less than a year after the com¬ 
mencement of commercial production, 
has completed orders from MTNL, 
department of telecommunications, 
BHEL, BEML, and BEL. With 30,000 
telephones valued at Rs 3 crore already 
in use, the company has orders on 
hand for 40,000 telephones valued at 
Rs 4 crore from MTNL and DOT. The 
company expects to register a turnover 
of Rs 18 crore in 1988-89 and earn a 
gross profit of Rs 2.35 crore. 
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A Paris Diary 

AM 

Never naiad if the country’s rate of unemployment is the second 
highest in Europe, it is springtime in Paris. There are not too 
many raniniscences of the agonising springtime twenty years ago; 
a large number of the young people who had then marched have 
disappeared into the anonymity of the French version of Yuppies. 


ARAGON, Sartre and Camus have ques- 
tions set on aspects of their works in 
university examinations. They, in other 
words, now belong to the French heritage, 
along with Richelieu, Moliere and 
Montmarte. But none of that has anything 
to do with current ideological beliefs. 
More than two million, roughly twelve per 
cent of the working force, are at the 
moment unemployed in the country. That 
too docs not really matter though. Many 
without work are migrants from north 
and west Africa, Portugal or Turkey. A 
vast number amongst them have no v ue 
in the French elections. And even if they 
had, one is not too sure that they would 
haw voted fot the left. Perhap.s Jean- 
Marie Ijc Pen, the jingo on the right would 
lay so much claim on their present loyalty. 
The unemployed' gravitate towards 
whoever spits the most fire against the en¬ 
trenched ones. They, without work have 
in any case not been mobilised at the bar¬ 
ricades by any political group. Social 
security takes care of a fair proportion of 
the jobless. The re.st, whether having the 
vote or not, drift. They are incapable of 
even making a nuisance of themselves. 
Some of them are seen to beg on the 
streets of Paris. The nation is not 
bothered. 

France considers herself comfortably 
' placed. It is thirty years since de Gaulle 
installed the Fifth Republic, a nation in 
the image of her president. It is exactly 
twenty years since May 1968. when the 
students—all over western Europe, but 
more so in Paris—rose in rebellion against 
what they considered the sterility and pur¬ 
poselessness of the system. De Gaulle rests 
in his grave, France, however, is doing all 
right, the nation’s genius has been able to 
cope with the idiosyncrasy of the institu¬ 
tion of an imperial president. The people 
directly elect their president, they also 
elect the assembly of deputies; the prime 
minister, to be appointed by the president, 
must have the confidence of the assembly. 
For the past two years, France has gone 
through the experience of ‘cohabitation’, 
a president, who belongs to the Socialist 
Party, has had to put up with a prime 
ininister whose loyalty is to the Gaullist 
right. This has contributed to much inter- 
, party polemics, but substantive matters 
have been largely left unchanged. The 
nufjority the left achieved in the assembly 


in 1981, shortly after Mitterrand was 
elected for the seven-year term as presi¬ 
dent, and which enabled them to form the 
government, evaporated in the subsequent 
elections in 1986, and cohabitation 
emerged as a fact of life. France has learnt 
to take things in its stride. The socialists 
were ejected from the government, but the 
rightists have not found it easy to do a 
Maggie Thatcher in this country. The 
president has enough powers to stall 
legislative or executive actions proposed 
by the prime minister, while the latter has 
enough prerogatives to come to the 
assembly and complain that the president 
was not playing fair. The consequence 
over the past couple of years has been 
some sort of a zero-sum game. There has 
been no head-long lush toward privatisa¬ 
tion as in Great Britain. The left’s left-over 
ambitions, on the other hand, have also 
been reined in. 

Truly, arc there any such ambirion.s 
there at all? Principal spokesmen on either 
side have not the ica.st doubt in their mind. 
Cohabitation has meant .stalemate; it has 
affected economic growth too. This 
latter point ,is, however, difficult to 
prove. Whatever the particular country, 
economic trends in western Europe have 
conformed to a general pattern in recent 
years. Sometimes Italy has surged forward 
with a ferocious outburst of new invest¬ 
ment activity, sometimes Spain has .shown 
a resurgence of a sort, or Norway because 
of its North Sea bonanza. Great Britain 
has remained an awkward question mai k, 
but the placidity of the Common Market 
arrangements has cast its magic Tliere is 
in most EEC countries, little deviation 
from a common modality of growth rate, 
inflation rate, state of balance of pay¬ 
ments, and all that. The gradual decline 
of the United States from the pinnacle of 
economic glory has created ah oppor¬ 
tunity for western Europe. Unlike in the 
case of Japan, this is mostly unearned 
accretion. Goods from Europe have 
followed the trail of hot money into the 
United Stales, the multinational corpora¬ 
tions have ensured the even spread of 
technological advance, supposedly 
socialist regimes are particularly mindful 
to stay on the right side of the corpora¬ 
tions. So how does it matter whether 
Francois Mitterrand has a prime minister 
of his choice or is being continuously 


baited by an intransigHit Jacques Gdrac, 
both will pay homage to the espirit of 
international private capital and program¬ 
mes of the different political parties that 
matter will hardly vary from one another. 

Nonetheless, once you have attained a 
certain maturity in your system, politics 
is also a matter of style, a matter of the 
language you prefer and the social back¬ 
ground of the people you choose to work 
with. Besides, the rightists, including the 
Gaullists, want to vindicate a point. The 
Popular Front of the 1930s was an aber¬ 
ration to be laid at the door of the world 
economic crisis. Otherwise, France, the 
rightists would say, has always- kept her 
poise; her instinct leads her towards liberal 
thought and ‘free’ institutions. Even 
during the somewhat inchoate dozen 
years, following the end of the Second 
World War, when the Communist Party 
was riding high, the left was generally con¬ 
demned to remain in the opposition. 
The Communist Party used to capture 
regularly about a quarter of the total 
votes, the other left parties could, however, 
account for barely another IS per cent, so 
the right, or the right in coalition with the 
centre, could always constitute the govern¬ 
ment. Thie, these coalitions had a Gilbert 
and Sullivan look about them, they would 
fold up within weeks of being put 
together, other, equally ephemeral coali¬ 
tions would follow; yesterday’s prime 
minister would be today’s finance minister 
and tomorrow he would be pushed out to 
an ambassadorial slot, even as yesterday’s 
defence minister would be appointed as 
today’s prime minister to be duly shunted 
off to the position of health minister in 
tomorrow’s reshuffle. There was wide¬ 
spread dissatisfaction at the goings-on in 
the Fourth Republic, but at least the left 
could not derive any advantage from the 
seeming chaos in ministry-making, and 
French bureaucracy, led by the celebrated 
inspectorate des Finances took care of the 
processes of administration. Once de 
Gaulle set up his version of the Republic 
in 1958, he rearranged the electoral 
system; as a consequence, the left 
representation in the assembly was 
rendered consistently less than what their 
popular vote would warrant. The general 
did not believe there could be a France 
separate from what he conceived her to 
be. The boys and girls proved in 1968 how 
utterly wrong he was. Even Andre 
Malraux’s grand design of artistic and 
cultural revival could not save de Gaulle’s 
version of the Republic. But all is well that 
ends well. The subsequent structural read¬ 
justments were adequate to protect the 
permanent interests of the right—or of the 
right-centre establishment. At least so it 
was thought. Thus it came once more as 
a rude jolt when Francois Mitterrand, 
with determined support from the com- 
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munists from the sideline, manoeuvred 
to effect a left majority and got himself 
installed as presidmt in 1981. That was an 
affront. Equally mortifying was the fact 
that he was able to copjure a majority for 
the left also in the assembly elections 
which took place subsequently. This last 
historical wrong has since bem righted; 
the left lost the assembly poll the next time 
round in 1986. Now this month's presiden¬ 
tial poll offers an opportunity to eject the 
left from the Elysee palace too. France, all 
its institution.s, including the presidency, 
must be restored to the right; history has 
to be avenged. 

It is end of April in Paris, the foliage 
is abursting and the tourists arc athrong- 
ing. The franc is doing well against both 
the yen and the dollar, stock prices in the 
Paris bourse are holding up, never mind 
the unemployed, France, along with the 
rest of western Europe, oozes prosperity. 
The country, not surprisingly, has for the 
pre.sent kept other frivolities aside, the 
radio and the television are all the time 
full of the electoral campaign. Again, 
there is a certain homogenisation here and 
perhaps a little Americanisation too. 
Surveys and opinion polls are being held 
round the clock, organised by newspapers 
and information networks as also by the 
candidates lhem.selve.s. Since the media 
tend to become the mes.sage, the results 
of the surveys and polls in their turn have 
begun to influence voting decisions, 
although in the final week before the vote, 
publicisation of any opinion poll is pro¬ 
hibited by law. The first round of the 
presidential election, held on April 24, was 
in the nature of a free-for-all, where can¬ 
didates belonging to different political 
nomenclatures and persuasion, ran 
against one another. Since no candidate 
received a clear majority of the votes cast, 
the two candidates who succeeded in stay¬ 
ing ahead of the others, in the first round 
would face each other on May 8 for the 
deciding vote. 

Francois Mitterrand has offered himself 
for re-election for another seven-year 
term, and he is going to battle it out with 
the Caullist prime minister, Jacques 
Chirac, this Sunday. From all indications, 
it is going to be an extremely close run 
thing, Chirac will be hoping for the tradi¬ 
tional centre-right majority to reas.sert 
itself so as to put him over. But opinion 
polls have been consistently placing him 
behind Mitterrand, and the outcome 
could be left tantalisingly uncertain, till 
the very end. The incumbent president is 
an old war horse. He is of the Third 
RepubUc vintage, he was around whni the 
likes of Mendes France and Guy Mollet 
used to po-form centrestage, he has 
outlasted them all. Starting as a junior 
partner in a loose left electoral coalition 
which first took shape in 1978, and which 


was then very mudi dominated by the 
communists, Mitumand, in the course of 
hardly ten years, has spectaculariy suc¬ 
ceeded in turning the titles on the Com¬ 
munist Ihuty. Thirty years ago, the CPF 
was the nation’s first party, gathering a 
quarter of the votes; even as late as 1978, 
it could command the suntort of 21 per 
cent of the electorate. Now, thanks to 
Mittmand, it is maiginalised; the official 
party candidate, Andre Lajoinie, could 
gathn' a bare 7 per cent of the votes in 
the first round, on April 24. The tradi¬ 
tional left, provided th«e is still any such 
thing in France, no longer follows the flag 
of the Communist Party; it is if not happy, 
at least resigned to travel with Francois 
Mitterrand, who has provided it with a 
home in the Elysee palace. 

Even thou^ he does not live in it, 
Mitterrand liked the palace, and relishes 
the prospect of another seven-year stint. 
It is a bit of a joke, but everything is fur 
in love and war, and the electoral contest 
is wu. So suddenly Mitterrand, on the eve 
of the election, has emerged as a latter day 
de Gaulle. He would not quite claim, as 
the general was won’t to that he is Frimce. 
He has, however, aired the view that he 
would like to stay way above the pollution 
in which the sectarian fight ovcr'votes is 
currently engulfing France; he as president 
belongs to all, he is for La France Unie, 
and he would, once the French people so 
decide on May 8, provide the benign 
leadership which La France Unie is crav¬ 
ing for. Why, he would not be averse from 
picking even an avowed right it, such as 
Chirac’s minister for foreign trade, the 
personable and efficient Michel Noir, as 
the next prime minister. It is of course 
sheer burlesque, Mitterrand is out to 
divide and confuse the right. Perhaps he 
is succeeding. The world will know only 
on the evening of Mi^ 8. But overture also 
clinches the other point: for the majority 
of the nation, issues do not matter ai^ 
more; those claiming to belong to the ‘left’ 
do not mind cohabiting with the right. 

A casual visitor to the scene remains a 
victim of his own background and sen¬ 
timents. While sauntering along Paris’s 
fantastic boulevards and taking in the 
chiaroscuro of beautiful springtime 
things happening all around,.one keeps 
ruminating over the fate that has over¬ 
taken the great Communist Party of this 
country, the party of Thorez and Duclos, 
of Aragon and Eduard, of Picasso and 
Joliot Curie Perhaps the party has not 
changed, but France has. The CPF had 
three traditional foci of support. It was 
the party of the working class. It was the 
party with which the non-working class 
left associated themselves. It was also, for 
epochs on end, instinctively identified as 
the party of protest. The French working 
$lass has been steadily on the decline, both 


as a proportion of the national popula¬ 
tion an^ partly in consequence, as an 
organisM political force; What with 
mechanisation and lower raisings, the 
mine workers in the nprthem regions of 
the country are a depleted lot, they arc no 
longer in a position to contribute to the 
clout of the party. The once great har¬ 
bours of the Le Havre and Marseilles cater 
to lesser and lesser tonnage every year, the 
sea men and port workers have ebbing 
strength of mobilisation, the red belts of 
yore around Paris or Lyon have disap¬ 
peared from the horizon. The great steel 
and metallurgical industries too have gone 
under. It is a new regime of the working 
class, mostly in service establishments, 
such as-shops, hair-dressing parlours 
and mercantile offices. With shifting 
technology and shifting base of economic 
activity, workers of the new generation are 
much more self-centred, and a con¬ 
siderable chunk from amongst them have 
genuinely come to believe that the system 
in due course will reward them, so why 
bother about radical expostulations. Call 
it malaise, call it ennui, call it creeping em- 
bourgeoisement, it has affected thinking 
and attitudes along the entire stratum of 
the conventional left. Passion is at a dis¬ 
count; accounting is at a premium. Once 
ideology loses its lustre, the Communist 
I^rty too begins to be divested of its 
charm. And the disarray within the inter¬ 
national communist movement, and the 
self-destroying forays ever since the twen¬ 
tieth Soviet party congress in I9S6, have 
taken their toll too. The French non¬ 
working class left, that is, those segments 
of the French bourgeoisie who love to 
describe themselves as the left, do not 
look to the Communist Party any more; 
they have meanwhile chanced upon a 
more reassuring surrogate in Francois 
Mitterrand’s Socialist Party. 

But, and there is a particular wrench in 
the heart here, the Communist Party has 
by and large ceased lO be identified as the 
party of protest too. One can only 
speculate whether the happenings in 1968 
have a certain relevance for this denoue¬ 
ment. The party then chose to differen¬ 
tiate itself from the students on the march. 
A p^hological chasm of a sort between 
the party and those with aching in their 
entrails, whatever the reason, developed, 
the instinctive protesters who look around 
for a banner under which to march and 
have their catharsis of emotion against 
rampaging social inequities no longer con¬ 
verge towards the direction of the Com¬ 
munist Party. They turn to the so-called 
radical left, to lYotskyite fringe groups, 
or to the environmentalists and, in 
Fiancees mixed-up situation, some of them 
even join up with the rabble-rousing Le 
Pen, who may have the makings of an 
eleventh-rate fascist, but who at least rails 
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against ^ system in a language not 
burdened by the load of historidty. On 
April 24, Le Pen’s share of the aggregate 
vote was more than, double that of the 
CPFs. 

You chance to meet a hoity-toity univer¬ 
sity don who in past seasons had done 
some service to the party. He would heap 
all the blame on Leonid Brezhnev and his 
orthodoxy, which apparently influenced 
the French party to a disproportionate 
extent. Obviously, you cannot pursue the 
logic too far. Since, for the past three 
years, the shadow of Brezhnev has ceased 
to be, and it is the sunny side of comrade 
Gorbachev which is continuously on 
display, the Communist Party should once 
more have walked into lovely days. 
Instead, on April 24, it took a derisive 4 
per cent of the votes cast. Instant 
diagnoses have their uses, but what makes 
a Communist Party come into its own and 
what makes a nation turn towards or away 
from it arc issues which perhaps call for 
a wider historical format of analysis. 
France is feeling comfortable. It may be 
a false feeling and ahistorical. A Com¬ 
munist J^rty owes it to ’tself and the 
people to fight against anti-history. There 

CIVIL LIBERTIES 


MAN will sooner forget the death of 
his beloved than the confiscation of his 
property. Quoting this apporium of 
Machiavelli, Laski points out how deep 
IS true hurt which deprivation of property 
inflicts. So would imposition of fine or 
payment of damages. Why not make the 
wrongdoer pay? If you force the district 
magistrate to pay for an arbitrary order 
of detention, he will think twice before 
passing such an order the next time. Hike 
this a step and make the bigot pay for his 
bigotry. The castiest or communalist who 
practises the vice of hostile discrimination 
should be made to pay. 

TWo recent English cases show that he 
can indeed be made to pay. The legtd pro¬ 
blems are two-fold. Proof or inference of 
communal bias and the measure of 
damages. 

On March 17, 1988, the English court 
of appeal allowed an appeal by Dr Malila 
Rudiani Noone from the employment ap¬ 
peal tribunal which had allow^ the ap- 
by the North Wiest Thames Regional 
Health Authority from a decision of an 


is still a dialectics of the maturing of a 
process it is impossible to get away from. 
Perestroika could be endearing medicine 
for a particular country; it need not be a 
universal prescription. 

Meanwhile, never mind if the country’s 
rate of unemployment is the second- 
highest in Europe, it is springtime in Haris. 
There are not too many reminiscences of 
the agonising springtime twenty years ago; 
a large number of the young people who 
had then marched have now ^sappeared 
into the anonymity of the French version 
of Yuppies. But you are always more com¬ 
fortable with other people's predicaments. 
An event of the season therefore is the 
release of a new film L’Insoutenabie 
Legerte de I’Etre, which clinicidly dissects 
Czechoslovakia’s aborted spring of 1%8. 
Those not intere.sted can of course take 
the metro, get off at Stalingrad and gel 
lost in riverie. This area next to Gate du 
Nord, once the bastion of railworkers 
fiercely loyal to the Communist Party, 
continues to commemorate the great bat¬ 
tle which turned the scales in the Second 
World War. Other things have been 
transformed beyond recognition in this 
city, but unlike somewhere else it has not 
abolished Stalingrad. 


industrial tribunal holding that the 
authority had unlawfully discriminated 
against her on ground or case in refusing 
to appoint her as the consultant micro 
biologist at Ashford Hospital. The 
tribunal awarded her £ S,000; the appeal 
tribunal reduced it to £ 1,000; the court 
of appeal awarded £ 3,000 for severe 
injury to her feelings. She had not claimed 
any damages for actual loss. 

The court of appeal ruled that where 
on a complaint of unlawful racial 
discrimination in selection for employ¬ 
ment, the industrial tribunal was sutisfi^ 
that the complainant had been treated less 
favourably than other applicants for the 
post but there was no direct evidence of 
racial discrimination against her, the 
tribunal could legitimately infer, in the 
absence of some satisfactory non-racial 
explanation, that there had been such 
discrimination. 

It said that it was always for the com¬ 
plainant to make out his case It was not 
often that there was direct evidence of 
racial discrimination and such complaints 


had more often than not to be dealt with 
on the basis of inferences from the 
primary facts. It was almost common 
sense that if there were a finding of 
discrimination and of difference of race, 
and then an inadequate or unsatisfactory 
explanation by the employer, usually the 
legitimate inference would be that 
the discrimination had been on racial 
grounds. 

There was material on which the in¬ 
dustrial tribunals had been entitled to 
conclude as it had done that there had 
been racial discrimination. 

Simply put, the complainant makes out 
a primu facie case. The onus then shifts 
on the defendant. If his explanation is 
found to be unsatisfactory the prime facie 
case becomes fortified into one fully 
proved. 

This was a case under S 56(2) of the 
Race Relations Act, 1976. it helps the 
minorities, especially, Muslims in the one 
field where discrimination is rampant and 
various in its consequence—employment 
public and private. 

Earlier, on February 12,1988 the court 
of appeal had ruled on the quantum of 
damages in another case. Their object was 
restitution. General damages for injury to 
feelings, caused by discrimination, were 
at laigc The awards on this ground should 
be restrained but not nominal or minimal. 

In this case the plaintiff, a black, was 
.serving a six-year sentence for robbery. 
The induaion report of the prison con¬ 
tained blatantly racial comment. The 
judge awarded him £ 68 as damages. The 
appeal court gave £ 500. The court said 
that the dissemination within the prison 
system of an unjustified, prejudio^ and 
damaging appraisal of the plaintiff could 
in the circumstances of the instant case 
merit some, but not very great, award of 
aggravated damages, in that it related to 
the manner in which the actual dis¬ 
crimination came to be committed, the 
nature of the defendant’s conduct and, 
perhaps, the motive for the rejections. 

Conduct of either side can affect 
damages, the appeal court emphasised. 
The prison authorities’ high-handed con¬ 
duct, persistent abuse of power and at¬ 
tempts to justify the plaintiffs treatment, 
and conspicuous want of any withdrawal 
or apology could all legitimately have 
been taken into account by the judge 
in aggravation of the compensatory 
damages. 

The .measure of damages could, as in 
defamation, false imprisonment and 
malicious prosecution, be affected by the 
conduct, character and circumstances not 
merely of the defendant but also of the 
plaintiff. 

[The writer is indebted to The rimes Law 
Report for these rulings] 


Make the Communalists Pay 

A (i Noorani 


The casteist or communalist who practises the vice of hostile 
discrimination should be mafle to pay. TWo ree'ent English cases 
show precisely this attitude of the court. 
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CAPITALSCOPE 


Rajiv Gandhi and His Forty Horses 

Bhabani Sen Gupta 


It is not easy to govern India any more without radical 
programmes of structural reforms, of which the Congress Party, 
by its very social character, is quite incapable. There can be no 
‘Rajiv era’ in Indian politics except that it will be a period of 
deepening generational change. 


THE bugle was sounded. The battle lines 
were dtawn. The party wa.s transformed 
into a grand army. The commander-in- 
chief stood in battle armour towering over 
bent arrays of dwarfed followers. Hanking 
him stood forty men attired as knights- 
of-wai. Armed with three long, empty 
rc-solutions. I hey piomised everything to 
everyone. Also armed with a reconstructed 
past ol the freedom struggle and the First 
decades ot independence. A surrealistic 
twenty-first century beaconing to the blur¬ 
red frontier ol an uncertain future. The 
flagposi flying the party banner blazing 
a new slogan—/tekan hatao. The supreme 
commander called to war the remnants of 
a 103-year-old ‘evergreen’ party and its ten 
or twenty million strong ‘servants of the 
poor’. The crown of power must be 
defended. The opposition fortresses must 
be smashed and vanquished. Offence is 
the best form of defence. Even in electoral 
war nothing is forbidden if what is at stake 
is an inherited republican kingdom. Ends 
dictate means. Means cannot be allowed 
to fall short of ends. Fiirward n^arch, then, 
soldiers of India’s eternally manifest 
destiny for ever deposited by the gods in 
the safe and secure custody of a single 
regal-rcpiibltcan dynasty. 

That would be an apt, if somewhat 
evocative, dcsciiption, of the enlarged 
AK'C ses.sion held at the contrived town¬ 
ship of Kamarajnagar, in the city of 
Madras, on April 23-24. In the fortnight 
or so that has since passed, the imprint 
of that magnificent non-event may have 
faded away from the minds of most peo¬ 
ple. You can’t blame them, can you? They 
have to grapple with a waterless, electri¬ 
city-less summer that is re-burning on 
already parched land, l.ike the earth, 
minds too have dried up. Spermicss words 
erupting like damp lava from spent 
volcanos hardly sprout into buds of hope 
and confidence. Did the Leader and his 
forty men notice from the dais how listless 
and bored was the small audience by the 
familiar flood of stale, often-told, never- 
meant rhetoric? Such resolutions and 
speeches do not a nation move. Nor an 
election win. 

if the Leader got any disturbing 


premonition of this awesome truth, he 
responded with superhype self-congratu¬ 
lations, long-range missiles of narcissism. 
My government has done for the country 
in three years more than any previous 
government, he roared. If the bodies of 
Jawaharial Nehru and Indira Gandhi had 
not be cremated but interned in graves, 
they would have turned or, maybe, smiled 
in grandfatherly or motherly indulgence. 
But the 27-page presidential address had 
to be delivered to a lavishly built pandal 
that was 70 per cent empty, some people 
dozing, some snoring. It was a marvel¬ 
lously written speech unsparked by 
philosophical reHections on the human 
condition. It provoked no one with a new 
dash of innovative, unconventional think¬ 
ing. A litany of self-advertisement, it was 
aggre.ssively bereft of self-criticism or 
retrospection. Only two short sentences 
carried the faintest echo of the speech of 
January 1985 in Bombay that had fired 
the imagination of millions. “As politi¬ 
cians we are confronted by popular suspi¬ 
cion of what wc stand foi^’ whined Rajiv 
Gandhi of April 1988, “Wc are not entire¬ 
ly trusted. Our morality, our standards, 
our motives arc all too readily questioned!’ 

Having read the speech and after silting 
through its Tamil translation, the presi¬ 
dent retired to his camp to attend to more 
important affairs of the state and the par¬ 
ty, leaving the first day’s afternoon session 
to the care of his 40 horses or men. 

He had seen around him, however, how 
much had gone wrong with the party of 
which he was the uncrowned divine-right 
monarch. He had .seen his handpicked 
head of the Tamil Nadu Congress(I), 
G K Moopanai, miserably failiag to fill 
up the pandal with followers of the party, 
true or false. He had to read his speech 
amidst an endless din of human and elec¬ 
tronic voices invuding the pandal from 
outside. He might have seen members of 
the Seva Dal scrambling for the glossy 
folders produced by the A ICC for the 
delegates. But as Leader, he had to act the 
script someone had written for him. Did 
he look at his foot soldiers when he des¬ 
cribed them as ‘servants of the poor’? Or 
was be lulled by the song of the Ibmil 


musical troupe—^Shining eyes of Rajiv’s 
brave heart?’ 

Students of the history of the Congress 
Party, however, noted a number of peculi¬ 
arities at the Madras session of the AlCC. 
First, it was held full two years after the 
AlCC in New Delhi. No one took the 
economic policy resolution adopted at the 
Delhi AlCC seriously, least of all Rajiv 
Gandhi himself. Now, with just about a 
year and nine months for him to get down 
to the hustings (unless he has other 
designs in his mind), how can {le expect 
his own herd, much less the people; to take 
the Madras AlCC resolutions seriously? 

They promise everything ^to every 
organised interest in the country. The 
political resolution claims that the Con- 
gress(I) is the great (and only) respector 
and nourisher of the basic institutions of 
parliamentary democracy, although only 
a few weeks before, the government had 
asked parliament for powers to declare an 
emergency in any part of the country for 
reasons of ‘internal disturbances’. And at 
the AlCC session itself, the prime 
minister’s number one hatchet man, Buta 
Singh, launched a vitriolic attack on the 
former president, Zail Singh (without 
mentioning his name) even declaring him 
as a ‘security risk’ to the nation. Giani 2!ail 
Singh might have acted in a manner not 
expected of the republic’s constitutional 
figurehead. But was it necessary for Rajiv 
Gandhi to allow the AlCC forum to be 
used to denounce the former president? 
Did not Buta Singh’s attack amount to an 
assault on the in.stitution of the presiden¬ 
cy? Furthermore, the political resolution 
blames the opposition ministries in the 
states for adopting a confrontational 
posture vis-a-vts the centre. But at the 
AlCC se.ssion, the Congress(I) president 
himself attacked the non-Congress(!) 
ministries for ‘wasting’ scarce resources on 
‘populist measures’. And the next mo¬ 
ment, he defended the same measures 
taken in Tamil Nadu, which was, until 
recently, friendly political turf, and which, 
in the coming months, may determine 
which way the electoral winds are blowing 
in the south. 

The second noteworthy point about the 
Madras session is that it witnessed a 
resurgence of the subaltern culture of 
sycophancy that had saturated the reign 
of Indira Gandhi. Most of the 40 men 
(and a few women) who addressed the 
seldom-attentive audience spent a great 
deal of time praising Rajiv Gandhi, one 
trying to out-do the other. Harideo Joshi, 
a former chief minister of Rajasthan, 
made the Congress(I) and Rajiv Gandhi 
‘synonymous’: a short slip behind D K 
Barua’s notorious aphorism ‘Indira is 
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India’. Thundered H K L Bhagat. "No 
power on earth can stop Raiiv Gandhi 
from winning the next election”, to which 
a touch of the tempest was added by 
Mamata Banerjee: “Remove the apposi¬ 
tion from the country” (physically or only 
electorally?). Surpassing everyone rose the 
laboured voice of Narasimha Rao, who is 
still mistakenly regarded by some as an 
elder statesman of the country. At 
Bhagat’s initiative, the AICC passed, 
amidst predictable applause, a resolution 
praising R^jiv Gandhi’s foreign policy suc¬ 
cesses. Narasimha Rao gave unto his pre¬ 
sent master more than history had given 
unto Jawaharlal Nehru. No leader, said 
this once-successful foreign minister, was 
able to leave his personal stamp on the 
country’s foreign policy in such a short 
span as Rajiv Gandhi had done The total 
absence of criticism of the government 
foreign policy, especially its ‘peacevasiw 
of Sri Lanka, was enough to demonstrate 
that foreign policy received the party’s 
general support. Was it necessary, and in 
good taste, for the 40 men to shower jose 
petals of praise on Rajiv Gandhi? Or were 
they trying to catch the Leader’s eye for 
their jaded candidacy for seats in the next 
Lok Sabha and the cabinet to be formed 
by him if the party won the poll? The 
flood of praise seemed to have gone into 
the head of the Leader himself. He claim¬ 
ed, with not a trace of blush on his bright 
youthful face, that his Sri Lanka policy 
had been enthusiastically supported by the 
people of Tamil Nadu. Swapan Das Gupta, 
of The Statesman, found AICC delegates 
shaken out of their drowse and rubbing 
their eyes in disbelief when they heard the 
prime minister make that atstounding 
claim. When will Rajiv Gandhi realise that 
claiming too much success, admitting of 
no mistakes, giving no evidence of humili¬ 
ty and allowing for no fallibility do not 
make for credibility? 

With the election casting its long 
shadow, it was expected that the Madras 
AICC session would be an ocercise in 
preparing the party for the coming battle. 
The resolutions adopted will form the core 
of the party’s election manif^to, and 
everyone knows that election manifestos 
are not worth a tuppence in the politics 
of this country. No one with any sense of 
realism will be seduced by the ‘promise’ 
of land reforms; no industrial worker will 
believe that the Congress(I) will deliver 
‘full social justice to the working class’. 
No one need expect that there will really 
be district-level planning in India; the 
planning commission is not equipped for 
that kind of planning either philoso¬ 
phically or operationally. Rtyiv Gandhi 
ridiculed the Karnataka model of local 
self-government, but can any of the Con- 
Bn8S(l)-ruled states install a local self- 
government network resembling what 


Hegde has done in his state? The forty 
men of the prime minister fought amongst 
themselves to punch mote muscle into the 
political resolution. But the two commit¬ 
tees hurriedly set up by the party presi¬ 
dent under the chairmanship of Narayan 
Dutt Tiwari and Buta Singh, respeaively, 
with Priya Ranjan Das Munshi a member 
of both, to prepare concrete, if skeletal, 
plans for social security and unemploy¬ 
ment, never even met. N D Tiwari was 
probably the only one of the 40 men who 
made a sensible and sinedre speech, and 
threw up some creative ideas. The most 
creative of these was that Congress 
.workers should go about the villages col¬ 
lecting data about the absolute poor so 
that the government could formulate a 
social security scheme }o cover at least the 
ten-to-Tifteen per cent of the population 
that are destitutes. When he threw this 
idea to Congressmen, Tiwari determined 
not to notice the yuppies that were sitting 
in front of him, the Seva Dal workers 
jostling with one another for the uppity 
folders, the women chattering away in 
closely knit knots of indifference: No one 
asked why the committee headed by him 
did not produce concrete suggestions. No 
one asked because no one believed that 
this would ever be done. After all, the 
finance ministry does not have to depend 
on Congress workers for data about the 
country’s absolute poor! 

Similarly, few were charmed by the 
simulated emphasis on ‘socialism Indian 
style', or impressed by the promise to 
restore the public sector to its once- 


occupied. commanding heights. Rajiv 
Gtuidhi himself diluted the ‘socialist’ part 
of the political and economic resolutions 
by stressing that liberalisation and 
deregulation would proceed without inter¬ 
ruption. Rajiv Gandhi’s guns were trained 
on the left and centrist parties at home 
and unidentified foreign powers out to 
destabilise India. He was very careful to 
keep the guns away from the BJP on the 
home front and the- multinationals 
abroad. 

The irony of the whole thing is that tne 
Rajiv Gandhi government’s actual record 
in three and a half years has not been 
worse than that of the governments in¬ 
stalled in Delhi in the last IS years. His 
Punjab policy has landed Punjab into a 
bloody mess from which he seems to be 
trying finally—perhaps belatedly—to 
come out. But the conflicts in Assam and 
Mi/oram have been rc.solved. The eco¬ 
nomy has been doing reasonably well 
despite successive years of drought, and 
India’s technological level has certainly 
grown visibly. Prices are rising, but not to 
the point of hurting the common man too 
much. By world standards, inflation in 
India is still on the low side, and the coun¬ 
try is still outside the debt trap. In any 
case, 20 per cent of the population is 
doing pretty well, another 20 per cent not 
too badly. In foreign policy, too, the 
goveriiment has done reasonably well 
though without any spectacular success to 
its credit. It has made mistakes but has 
not committed severely damaging 
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blunders. 

The prime minister and his party would 
have done much better by the country if 
they were honest enough to concede that 
success has been limited and that there 
have been mistakes and failures. It is not 
easy to govern India any more without 
radical programmes of structural reforms, 
of which the Congress Party, by its very 
social character, is quite incapable. There 
can be no ‘Rajiv era* in Indian politics ex¬ 
cept that it will be a period of deepening 
generational change. Rajiv Gandhi is cer¬ 
tainly entitled to declare war on the op¬ 
position parties and the governments they 
run at the state level. But he will not be 
able to stem the tide that has end^ the 
hegemony of the Congress and brought 
about a truly pluralistic political regime 
in India. The pluralistic regime will ac¬ 
quire larger space after the next rounds of 
Lok Sabha and state elections, which, in 
the least, will- bring about a greater na¬ 
tional balance of power between the Con- 
gress(l) and the opposition parties. 

Rajiv Ciandhi’s problem is that he docs 
not understand political processes, the 
chemistry of political and social change. 
His bureaucratic advisers comprehend 
even less. They cast him in the mould of 
a Canute. But no Canute can stop the tide 
of political devolution through .semantic 
approaches to ‘planning from below' and 
empty promises of transfer of ‘real power 
and resources' to the people through’the 
panchayat system. India's accumulated 
political, social, economic and administ¬ 
rative problems call for bold initiation of 
co-operative federalism. As long as our 
political leaders do not acknowledge this 
and work together to restructure the 
system, they will find themselves im¬ 
prisoned in the narrow and vapid confines 
of politics of .semantics and manipula¬ 
tions of the last 15 years. 

The utter hollowness of the ‘from 
below' rhetoric of the Madras AICC 
stood proven even at the session itself. 
None other than the prime minister’s 40 
men (and a few women) got the floor. 
Non-ofGcial resolutions were not allowed 
to be moved. One report says there was 
much demand for election to the party, 
which the Leader dismis.sed with a sleigh 
of his imperial hand. No one demanded 
democracy within the party, no one press¬ 
ed for changing the style of nominating 
and dismissing chief ministers and state 
party presidents. Even as the AICC ses¬ 
sion was on, dissidents in Raja.sthan were 
conspiring against the newly-nominated 
chief minister, while three Congres$(I) 
leaders of Punjab took the government 
severely to task for its failure to re.solve 
the Punjab teisis. In Maharashtra the Shiv 
Sena was .storming one local rampart of 
power after another. 

Amongst the capital’s newspapers, the 


Hindusian Times generally a prb-Rgjiv 
daily, brought about some of the contra¬ 
dictions at Kamarajnagar rather sharply. 
Its correspondent, M K Dhar, began his 
reports on a high praise-Rajiv pitch, but 
did not lose sight of some of the blunt 
realities. “The momentous two-day 
AICC(I) session has heralded the Rajiv 
era in the chequered history of the Con- 
gre.ss..he opened his report in .the 
paper of April 25. But only a little later, 
pointed out that “Congresspien, parti¬ 
cularly the younger elements, have often 
complained that Mr Gandhi succumbs to 
the system, does not resist pressures and 
seems reluctant to take on the system on 
his own”. For the first time, the Congress 


Was officially described as an ^ if ie en 
party’, Dhar noted, but he hastened to add 
that the leadership gave no indication of 
when organisational elections would be 
held, ‘‘despite strong demand from the 
delegates”. This, he found, had caused 
considerable disappointment among the 
workers who apparently saw nothing 
‘evergreen’ in an aged, stagnant party be-, 
ing eaten out from within by captive com¬ 
peting factional chieftains. ‘‘There is 
unmistakable evidence of a resurgence of 
hope and great expectations from the 
Congress”, marinaded Dhar, but he also 
discovered that ‘‘the young have forsaken 
the party and no effort has been made to 
attract them”. 
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Problem of Unity in the 
Agrarian Struggle 
Case of Bihar 

DN 

By shifting the focus of the ngrarian movement to that of 
distribution of ccUing-surpIus lands md by making the upper- 
caste landlords the main target of this movement, it would be 
possible to begin the process of building that broad unity which is 
necessary for the advance of the revolutionary democratic 
movement in Bihar. 


THE levolutionaiy democratic movement 
has, over the last few years, gained con¬ 
siderable strength in the plains of south 
Bihar, i e; the region south of the Ganga 
comprisi^ the districts of Bhojpur, 
Rohtas, Aurangabad, Gaya, Rnna and 
Nalanda. The peasant (more correctly, 
agricultural labourer) movement in this 
area is divided among a few organisations, 
the Vinod Mishra-led Central Conunittee; 
the Party Unity group, the Maoist Com¬ 
munist Centre and the Provisional Central 
Committee. 

There ate many differences among the 
‘evolutionary groups, particularly in the 
relation between the mass movement and 
armed resistance. But in at least one im¬ 
portant respect they all share a conunon 
experience; the revolutionary groups have 
been fairly successful in mobilising the 
agricultural labourers, especially the 
scheduled castes (dalits) among thm, but 
they have not at all been able to build an 
alliance with the peasantry and the class 
unity of the agricultural labourera is itself 
weak and liable at times to be broken by 
the dalit/backward caste divide. Another 
shared experience of the revolutionary 
groups is that it has beeii difficult to 
break the caste unity of the upper castes 
(generally referred to as forward castes in 
Bihar). It is these experiences that ate 
manifested in the headline grabbing in¬ 
cidents like the burning of dalit bastis and 
the clashes between the backward caste- 
based Bhoomi or Lorik Sena and the 
revolutionary groups. 

The revolutionary democratic move¬ 
ment certainly cannot be successful 
without the support of the vast majority 
of the people in the area concerned. It 
would not be an exaggeration to say that 
the question of the unity of the demo¬ 
cratic forces is one of the vital political 
issues of the day in Bihar. 


Such a unity cannot, however, be a 
matter of political ape^ency. It has to 
be based on a correct appreciation of the 
economic, political and social processes 
at work, on an assessment of the various 
forces for and against democratic change 
in Bihar. It must also take into account 
the contradictions that exist within the 
democratic ranks and work out methods 
to resolve them in such a way as to 
enhance the unity of the democratic 
forces. 

When analysing the social processes at 
work in Bihar (or for that matter, in any 
other part of India, with only the tribal 
areas being in some ways excepted) it is 
not possible to use only categories of 
classK, Bice landlord, rich peasant, middle 
peasant or agricultural labourer; but it is 
also necessary to use the categories of 
caste. This is only an expression of the fact 
that Bihar (or India as a whole) has not 
yet overcome the caste structures that 
characterised feudalism in India. Semi- 
feudalism, with whatever development of 
capitalism that has taken place, has 
modified these rural castes and introduced 
considerable differentiation in most of 
these castes. But for all the modification 
and differentiation, the caste .structure still 
sits like a deadweight, holding back not 
merely the economic and political but also 
the cultural and moral development of 
society, and even putting its imprint on the 
new emerging classes. In this note the 
caste system is analy.sed in its effect on the 
agrarian situation; other aspects of the 
operation of the caste system in the 
countryside are not taken up for analysis. 

In the early colonial period the peasants 
of Bihar were basically from what are now 
called the backward castes. Kurmis, koetis 
and jadhavs dominated among them. Of 
these the kurmis, in particular, were a 
composite caste and there were sections 


of kurmis, like the dhanuks of north 
Bihar, who were almost entirely agri¬ 
cultural labourers. Very small numbers of 
kurmis (from the awadhiya kurmis in old 
Patna district and the patanwar kurmis 
in Rohtas distria) and of jadhavs (in 
Saharsa district) were landlords—they 
became landlords under the Permanent 
Settlement. 

Besides the above peasant castes, the 
backwards also included a large number 
of artisan (e g, julaha) and service (e g. 
nai) castes. 

At the bottom of the ladder were the 
dalits, the untouchables, who were agri¬ 
cultural labourers and p^onned various 
‘polluting’ moiial jobs. 

The upper castes (brahmin, rajput, 
bhumihar and kayastha) (Recounted for 
the overwhelming majority of the zamin- 
dars, big and small. Loser sectkms among 
them were part of the feudal retinue of 
amlahs, munshis, and so on. Very few of 
them were toilers orrthe land; these few, 
too. because of caste purity norms would 
not touch the plough, and consequently 
maintained permanent farm servants to 
do the major share of the farm labour. 

During the more than two hundred 
years of colonial rule a number of changes 
were brought about in the agrarian 
structure. 

Despite colonial, zamindari and usury- 
mercantile exploitation, a small section of 
peasants did manage to accumulate and 
emer^ as rich peasants, i e; those not only 
themselves tilling the land but also 
employing wage-labour. This section was 
stronger south of the Ganga and barely 
existed north of the Ganga. These rich 
peasants were overwhelmingly from the 
backward ca$t«. In old Pitna district a 
few of the rich peasants were from the 
upper castes, chiefly bhumihar. 

The lower sections of the peasantry 
often failed to meet their dues of land 
revenue and rent. They then lost their 
tenancy rights and were turned into share¬ 
cropping, tenants-at-will. 

Imperialist competition and colonial 
force destroyed the handicraft base of the 
village A large number of displaced 
artisans (and service workers) from what 
are now called the depressed backward 
castes, were forced onto the land as agri¬ 
cultural labourers. 

The dalits remained agricultural labour¬ 
ers; but, as mentioned above, the growing 
element in the class of agricultural labour¬ 
ers came from the depressed backward 
castes. By the end of the colonial period, 
the agricultural labouim were more or 
less equally divided between the un- 
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touchable dalits and the depressed 
backwards. 

Sections of the forward castes, who 
monopolised the services and professions, 
were able to buy into the zamindari estates 
and emerged as village level landlords— 
sub-feudals or a feudalism from below, as 
against the feudalism from above created 
by the Permanent Settlement. 

The TYiveni Sangh of the kurmi, koeri 
and jadhav castes ras the main* instru¬ 
ment of the backward caste peasantry in 
their struggle against feudal exactions, like 
begar and abwabs (cesses). The Kisan 
Sabha of Swami Sahjanand, though sup¬ 
posedly an organisation of peasants, was 
led by sub-feudals, village level landlords, 
chiefly from the bhumihar caste. The 
target of its movement was not all kinds 
of landlordism, but only the feudalism 
from above, the revenue-collecting zamin¬ 
dari rights created by the Permanent 
Settlement. The Kisan Sabha failed to 
reflect the full anti-feudal aspirations of 
the peasantry; and, besides alienating the 
backward caste peasantry, even set itself 
firmly against granting land rights to the 
dalits, agricultural labourers. 

The effects of zamindari abolition were 
uneven and, as has been pointed out by 
Amit Bhaduri, depended on the structure 
of land holdings that existed below the 
zamindar. The khudkasht and other such 
grounds of exemption, enabled many of 
the feudals to maintain large estates, 
though reduced in size. The biggest 
beneficiaries of zamindari abolition were 
the smaller village-level landlords, who 
had themselves been tenants of the zamin- 
dars and were from the upper castes. In 
Shahahad (i c, Bhojpur and Rohtas) 
where there were many layers of sub¬ 
infeudation (basically from the upper 
castes) the cultivating peasantry did not 
gel as much of the land as did the culti¬ 
vating peasantry in the old Patna district, 
where there was lesser suh-infeudation. 

The extent to which the cultivators got 
title to the land was directly related to their 
position in the caste structure. Lower 
down the caste structure; fewer cultivators 
got title to the land. There were differences 
within the backward castes too, with the 
kurmi, jadhav and koeri doing much bet¬ 
ter than the depressed backward castes of 
ex-artisans and service workers. 

Zamindari abolition gave no direct 
economic benefits to the dalits, who were 
mainly agricultural labourers. Of course, 
zamindari abolition was not even designed 
to haw anything to do with the agri¬ 
cultural labourers. It is important to note 
mat zamindari abolition did not mean the 
end of landlordism; rather, it established 
the power of the smaller, viilage-lp«l 
landlords who continued their exploita¬ 
tion through forms of tenancy, bonded 


labour as alio moneylciiding. and ao tm. 

Zamindari abolition did very much 
weaken the feudal structure; thou^ it did 
not end landlordism. There was, corres¬ 
pondingly. a reduction of rents collected 
as, or through, revenue; as also the 
amount of forced, unpaid labour (begar) 
and the illegal cesses (abwabs) that could 
be extracted. 

There have been two kinds of responses 
to the reduction of revenue/rental in¬ 
comes. On the one hand, some landlords 
have utilised their control of the state 
machinery to monopolise the deployment 
of irrigation, HYV seeds, feililis^ credit 
and other inputs in production to emerge 
as OQHtalist landloids. This tendency has 
been stronger in areas vriieR the lantUords 
have been from among caries that are not 
averse to tilling the seal, as manthas and 
jats in Mahanriitra and Puiyab-Haryaiui- 
west UP, respectively. On the other hand, 
other landlords have used their control of 
the state machinery not so much to mono¬ 
polise the use of resources in production, 
as to earn a cut from the use of these 
resources by the peasantry. This tendency 
has been stronger in areas where the land¬ 
lords have been from among the upper 
castes that have traditionally shunned not 
just tilling the soil, but even any manage¬ 
ment of production, e g, brahmins, 
rajputs and bhumihars in Bihar. Such a 
bureaucratic feudalism is typical of the 
position of the upper caste landlords in 
Bihar. 

This new type of exploitation of the 
peasantry has been added to the older 
forms of exploitation, like sharecropping, 
etc. In Bihm the tendency of upper caste 
landlords to transform themselves into 
capitalist landlords is not wry strong and 
they retain feudal relations of production 
and exploitation. This is at least partly due 
to the weak position of the lower caste 
sharecroppers and peasants, which allows 
these landlords to use old and new' 
methods of exploitation to extract a major 
share of the peasants’ surplus. This is also 
the reason why the imperialist-sponsored 
green revolution has not been able to take 
root among the landlords of Bihar. 

As pointed out earlier, there are land¬ 
lords from the backward castes, though 
their numbers are not very large Besides 
that, these backward caste landlords have 
in many ways been different from the 
upper ca.ste landlords. They rent out a 
much smaller portion of their lands and 
accumulate a much larger portion of their 
income, than is the case with upper caste 
landlords. These backward caste landlords 
have made the transition to landlord- 
capitalism. The crucial dinerence between 
the upper caste landlords and backward 
caste landlords is that the former arc close 
to state power, while the latter are not. 


Hite tfifference te brought out lAurfiy 
when the state machinery sides with tin 
‘forwards', when there are conflicts with 
the backward castes, though the latter be 
landlords. Of course, in conflicts between 
the'backwards and dalits. the state sides 
with the backwards. 

Besides this section of landlord-capita¬ 
lists, there has developed a substantial ridi 
peasantry from the uppCT section of the 
backward castes. This ridi peasantry is 
more numerous in the old Patna district, 
less so in Bhojpur-Rohtas and least of all 
in north Bihar. It is also in Patna district 
that some sections of the upper castes 
have become rich peasants and capitalist- 
landlords. 

Bataidari and other forms of tenancy 
(mani, Iheka) are very much part of 
Bihar’s agriculture. More than 30 per cent 
of the land is under forms of tenancy, 
almost all of it unrecorded. The tenants 
are usually from the backward castes, with 
very few from the dalits. 

The decline of artisan and service work 
has proceeded further since the 19S0s, 
though jajmani forms of relations still 
continue. The bulk of the depressed 
backward castes are poor peasanl.s and 
agricultural labourers. Their educational 
standards are often worse than those of 
the dalits. 

The dalits remain agricultural labourers 
and menial workers. Re.servation in jobs 
and education has, however, given them 
some .scope for non-agricultural income. 
Some of these earnings are used to uke 
on or even buy tiny plots of land. 

The rising rich peasants (who are chief¬ 
ly from the backward castes) face two con¬ 
tradictions: on the one hand, the state 
controlled by the upper caste landlord- 
bureaucrats takes a large share of the 
surplus: on the other hand, the agri¬ 
cultural labourers attempt to claim the 
legal minimum wage. Other peasants too 
face the .same set of contradictions, with 
the addition that a large number of them 
are sharecroppers, and thus additionally 
subjected to rent exploitation. 

All of the above takes as given the 
exploitation of the peasantry by im¬ 
perialism and comprador-big business. 
Price relations between industry and 
agriculture affect not only the peasants, 
including rich peasants, but also the 
agricultural labourers. Higher prices for 
agricultural c;ommoditics will help ac¬ 
cumulation and create better conditions 
for the agricultural labourers’ wage 
struggle. 

The agricultural labourers in trying to 
get at lca.st the legal minimum wage, face 
not only the landlords and rich peasants, 
but also other peasants, who do employ 
a few days of wage labour. In the struggle 
for land they again face not only landlords 
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bBKlKfc jtfttfaMi>|iiiiniiti ii>hO0H8rl<w 
ooc nptod ■omc Ito of lud ( gowrno mit 
or gilr mazurwa) that ihoiildlqr law |o 
to Indlen. Itetha; cm on landkadi’ 
tand. tbcfc It at timn a coDtiadiction bet¬ 
ween the landlew labounrt,,who have a 
claim over cdling-surplus land, and the 
shaiecioppen who may ham hem settled 
on it. 

The divide between peasants and agri- 
cuhuml labourers does not equal that bet¬ 
ween the backward castes and dalits, 
because up to half of the agricultural 
labourers are. from the backward castes. 
But the former does overlay the latter, 
with the addition that there is a ‘purity- 
pollution’ divide, between the backwa^ 
castes and the d^ts. With these two con¬ 
tradictions coming together, we sometimes 
have a Belchhi mass murder of agri¬ 
cultural labourers/dalits. But for all that 
it must be noted that the backward caste 
oppression of dalits is not as intense or 
vicious as that by the upper caste 
landlords. 

In order to arrive at a correct strategy 
for the advance of the democratic move¬ 
ment, it is necessary to distingbish 
between the declining feudal forces, 
represented by the upper caste landlords- 
bureaucrats, and the rising bourgeois 
forces, represented by the backward caste 
rich peasantry. The advance of the demo¬ 
cratic movement requires that the agri¬ 
cultural labourers and poor/middle 
peasants unite with these rich peasants 
and make the declining feudal forces the 
main target of attack. 

Such a unity also requires that the back¬ 
ward caste tkh peasantry realise that their 
main struggle is also against the declining 
feudal forces, and not against the agri¬ 
cultural labourers. In fact, any gains made 
by the agricultural labourers and tenant 
peasants in increasing their incomes, will 
weaken the declining feudal forces, as the 
incomes of the lattm' will fall. 

The landlord-capitalist or landlord sec¬ 
tions of the backward castes are not the 
ones who define the character.of the rising 
backward caste forces. This is done by the 
ridi peasantry. The fact that the landlords 
from the backward castes are not hUly 
part of the ruling Uoc in Bihar is ground 
for not induding the backward caste land¬ 
lords as part of the main targets of attack. 

lb bring about such a unity will not be 
an easy matter. But it can also be said that 
the success or Mure of the revoludonary 
democratic movemmt in Bihar depends 
on the forging of such a unity. 

Such a democratic irtrity would also 
require that the main issue of the agrarian 
movement diould not be that of wages,' 
but that of redistribution amotqi the dDcn 
of the odling-surphis lands of the iqiper 
QMte ianiffloids. The wage questhm ihoidd 


be a siibsidlary qneatkm of the agradan 
qrovement. In foct, the mme the re- 
disttibution of ceiling-surplus lands, the 
better will be the position of the agri- 
cuhural labourers in the wage struggle. 

By shifting the focus of the agrarian 
movement to that of distribution of 


‘The Eleventh Edition is the definitive 
edition* he said. ‘We are getting the language 
into its final shape—the shape it is going to 
have when nobody speaks anything else... 
In the end we shall make thoughtcrime 
liteially impossible^ because there will be no 
words in which to express it .. .Even now, 
of course, there is no reason or excuse for 
committing thoughtcrime. It is merely a 
question of self-discipline, reality control. 
But in the end there won’t be any need even 
for that. The Revolution will be complete 
when the language is perfect! 

(from George Orwell, JS>B^ 

TILL late eighteenth century travel ac¬ 
counts like that of Bernier (1620-1688) 
were the only source of European under¬ 
standing of the Indians. With the begin¬ 
ning of the colonial administration the 
need to collect detailed knowledge about 
the people of India and their social 
systems became imperative. Along with 
the inquiries into revenue systems from 
late eighteenth century, ethnographic 
inquiries too had begun. In 1807 the 
Court of Directors of (he East India Com¬ 
pany made a formal decision that such 
knowledge would be ‘fof great use in the 
future administration of the country” 
(Vidyartiu, 1968, ii)..'lb this effea Francis 
Buchanan was appointed by the govern¬ 
ment to inquire into the conditions of 
people in India. Although his writings 
were not so well known in Europe; those 
of other administrators were. Based on 
such scanty knowledge from India and 
elsewhere the first grand theories like 
those of Maine (1822-88), Morgan 
081841), 'Qior (1832-1917) were developed, 
just as were the writings of Marx on 
precaititalist systems. 

Beniier rdie^ European writing ftom 
the univenal use of the BiUical streams 
of human migration in differentiation of 
human gpdeties. Bace emerged as a con¬ 
cept. But the objective approadi was soon 


deiling-surplus lands and by making the 
upper-caste landlords the mdn target of 
this movement, it would he posrible to 
begin the process of building that broad 
unity which is necessary for the advance 
of the revolutionary democratic move¬ 
ment in Bihar. 


subsumed by theories which developed in 
the context of colonisation of the world 
by the Europeans, the white races. 
Innocuous categories became cxpbmatory 
variables for the theories of ‘progres- 
sionism’ and ‘evolutionism’. The popular 
notion that developmental and cultural 
achievements were detomined by the 
racial origins of people found support, in 
some form or other, in the theories of 
Darwin (1731-1802), Lamarck (1744-1802) 
and particularly of Herbert Spencer 
(1820-1903). Its reflection is found in later 
ethnographic inquiries. Unlike the Court 
of Directors of the Company in 1807 the 
Asiatic Society in 1866 asked the govern¬ 
ment to furnish the list of races in India. 
For Buchanan the term ‘tribcT was only 
an English word for groups with common 
ancestry, to be used m ‘r^al tribe^ to 
describe kshatriyas or as ‘chauhana bribed 
U) introduce a subgroup of rgjput caste. 
But in the use by Dalton (1872) of expres¬ 
sions like ‘wild tribes’, ‘pastoral tribm’, 
‘agricultural tribes’ or ‘mixed and im¬ 
perfect tribes’ along with such terms as 
^aborigines’, ‘primitiwts’ there is a markedly 
noticeable evolutionary cat^oriiation. 
The evolutionary race theories, which in 
Europe were used to justify the supremacy 
of the white races, were extended throu^ 
these efforts to introduce a notion of dif¬ 
ferential evolutionary achievements even 
among the coloJiised people. 

IVvo other developments had con¬ 
tributed signiftcantly to this developmenL 
The invention of the camera added a 
visual dimmision to racial categorisation 
enabling detailed comparison of physical 
traits even from a distance; For an 
elaborate scheme of racial cat^otisation 
the colour of the skin alcme was not suf¬ 
ficient. Already other criteria were bong - 
devdoped vriiidi finally found their sden- 
tifk pretensions in anthropometry. In 


Reappraising Tribal Movements—I 
A Myth in the Making 

Ninnnl SengupU 

Detailed information about the people of the subcontinent and 
their social system began to be collected and classified only with 
the beginning of colonial administration in India. The whole set 
of theories which emerged in the process still survive with vigour 
and continue to influence the image of the term Uribe’. 
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among the Maharashtrian-dominated 
wards it was found that as many as SO 
were captured by the Shiv Sena. The Con- 
giess(I) took 10, the BJP captured three, 
tvro were taken by the Janata Party and 
two by other major parties. 

Since assembly constituencies being 
larger in size, are ethnically more 
heterogeneous, the impact of ethnic vote 
banks in assembly constituencies tends to 
get diluted. Thus, while the Shiv Sena has 
succeeded in capturing power in city 
government on the basis of ethnic vote 
ban)(s, it has repeatedly failed to succeed 
in the assembly elections even from the 
same city area and despite the large 
presence of its support base. This is evi¬ 
dent from the Shiv Sena's performances 
in the Dadar and 'Urombay assembly con¬ 
stituencies over the years. 

Maji is in Hvderabad 

In Hyderabad too, the success of the 
Majlis-e-ltthehad-ul-Muslimin was deter¬ 
mined by the ethnic homogenisation of 
municip^ election constituencies. Exact¬ 
ly half of the 100 civic election coastituen- 
cies are located in the densely-populated 
old city area and the other half in the 
newer part.s of Hyderabad and in the twin 
city of Secunderabad. The old city 
assembly segments \bkutpura, Malakpet, 
Chandrayangutta and Charminar are 
predominantly Muslim areas. The Majlis 
was elected from 23 of the 31 municipal 
wards in these areas. Asifnagar, another 
Muslim-populated assembly segment in 
the new city area returned the Majlis in 
all its 8 municipal constituencies. In 
several other areas in the new city, the 
Majlis was elected by a narrow margin, 
when Hindu votes were divided between 
the two major parties Congress(l) and 
Teiugu Desam. Thus, the Majlis was 
elected as the largest single party in the 
corporation, with 38 scats as against 24 
td the Congress(l) and 24 of the lelugii 
Desam. 

At the assembly level, Hyderabad with 
its high Muslim profile has been return¬ 
ing the Majlis from Muslim-populated 
areas. However, the greater ethnic 
heterogeneity in the a.ssembly constituen¬ 
cies in recent years has made the conext 
more difficult, giving the Majlis a narrow 
win in its stronghold areas. 

The logic of the argument presented 
above has serious consequences for the 
healthy functioning of city administra¬ 
tion. The presence of a communal poli¬ 
tical party with sectional interests at the 
helm of local government can .scfiously 
hamper city management when the stgte 
government is controlled by a more 
powerful party. The municip^ corpora¬ 


tion-is, in constitutional terms, a creature 
of state government, and much of its 
finance and executive activity is controll¬ 
ed by the state government. The ii^ro- 
polis of today is highly complex in mnure 
and managing its crises and breakdowns 
requires enormous resources. One may 
predict a deepening of the urban crisis 
with confliaing political parties at the 
municipal and state levels. Indeed in 

Legitimacy Crisis 
Authoritarianism 

Sujata Patel 


Hyderabad, the conflicting political par¬ 
ties at munidpal, state and national levds 
have an enormously debilitating impact 
on the performance of dty administra¬ 
tion. In Hyderabad the state govmiment 
has tried to curb the power of the local 
government by siphoning off important 
sources of revenue like professional tax 
and octroi. In Bombay moves are bdng 
made in the same direction. 

and Growing 


By permitting the prosecution of Arthat, Gujarat chief minister 
Amarsinh Chaudhary is sending two signals. One^ that he is 
willing to continue the compromise he has made with the patidar 
lobby to remain in power. TWo, that he is willing to use the 
government machinery to protect the interests of the patidars. 


THE recent decision of the government 
of Gujarat to give permission to dght 
dtizens from the Swaminarayan sect to 
initiate proceedings under Section 295 A 
of the Indian Penal Code fEPW, April 2-9, 
1988) against Makrand Mehta. Ghan- 
shyam Shah and Achyut ^gnik, another, 
editors arid publisher of Arthat a journal 
of social sdence research published in 
Gujarati by the Centre for Sodal Studies. 
Surat, can be seen as yet another act of 
the Congress Party to appease the Hindu 
majority and the fundamentalist religious 
section that claims to speak for it. a trend 
which has been observed as an all-India 
phenomenon by many commentators 
earlier. However, this act evaluated within 
the specificity of Gujarat polity and 
society symbolises something mote than 
a mere appeasement of the fundamen¬ 
talist’s demands in Gujarat. For one thing, 
the Swaminarayan sect based in Vadtaal 
(Kheda district), which has initiated these 
proceedings do not in any comprehensive 
way represent the fundamentalist trend 
nor such ideologies proliferating in the 
state rather, there are other competing 
organisations which fit this description 
more accurately and have played such a 
role in the past, in the growing religious 
revivalism in Gujarat. No doubt, the 
appeasement to a trend of religious 
revivalism has become a hallmark of the 
Congress Parly at the nationsd level. The 
intervention by the Congress-led Gujarat 
government in this issue reflects this trend 
and even contributes to it. 

More importantly, this is an attempt by 
the Gujarat government to ‘govern* the 
people at a juncture when it has lost its 
legitimacy amo.ng them. It reflects the 
growing political crisis that h.» overtaken 


the state since the Congress-led govern¬ 
ment came to power in the March 1985 
elections with one of the most impressive 
massive maiorities—82 per cent of the 
seats in the legislature—it had ever 
obtained. The same month dso saw caste 
and communal riots followed by a five- 
month period of anarchy and chaos ac¬ 
companied by the total break down of 
civil authority, the like of which the state 
has not .seen since independence. The 
situation seemed to have quitened down 
by September 1985, but tensions erupted 
in July 1^6 during the Rath Yatra celebra¬ 
tions. Hitherto, if communal violence had 
restricted itself to the main cities of the 
state, henceforth it spread to small towns 
of north, central and south Gujarat as 
well as Saurashtra. In April 1987, for in¬ 
stance, there were as many as 32 incidents 
of coinraunid rioting in the state. Another 
aspect of the crisis svas the agitations laun¬ 
ched by the middle classes—first the anti¬ 
reservation stir and in early 1987, the 
fanner's demand for higher suppon prices 
and later, the anti-milk price hike ferment. 
The Congress government, first led by 
Solanki and now by Chaudhari, con¬ 
cerned by the momentum of forces which 
it could not control, could And itself only 
articulating an authoritarian face, little 
realising that executive flats can only 
breed terror but cannot compensate for 
a lack of legitimacy. 

The government’s involvement in in¬ 
stituting recent proceedings comes at a 
time when Gujarat state has become 
‘famous* for the 'mm it has used the 
Terrorist and Disruption (Prevmitive) Act 
in the state; in spite of assurances by the 
Congress Party in parliament that the cen¬ 
tral government would ensure that this act 
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ivould not be tiaad indbcrimiiutfdy out^ 
the Punjab. Betwen May to November 
1987, the Oujaiat government arrested 
more than 1700 of its citizens under 
TADA for offences as varied as petty 
crimes, alleged communal rioting, pro¬ 
testing against milk price hike, legitimate 
trade union activities and even protesting 
agaiiut the misuse of TADA made by the 
government and converted these offenders 
into ‘terrorists’. Some accounts even at¬ 
test to the fact that only Amritsar rivals 
Baroda in the statistic^ chart of cities 
where terrorists have been found and de¬ 
tained. In this context, the latest decision 
by the government is part of the trend to 
rule through terror rather than consent. 

The ruling political party is caught in 
the midst of factional struggles, and the 
chief minister who seems to have lost con¬ 
fidence of both the party and the society 
finds that he can only rule through fiats 
that assert his power and position com¬ 
pletely. The more the government realises 
its isolation, the mote it finds its political 
options growing narrower. It can, therefore, 
only assert itself through diktats that curb 
fundamental rights to demonstrate and 
express freedom of speech. It is forced 
now to rule only by taking fascist steps 
and show an authoritarian face of power. 

LEGiriMAiiON Crisis 

The deep crisis that the Gujarat polity 
is thrown into can be analysed and located 
in the processes that have emerged in the 
state in the last few decades.'Its socio¬ 
logical base lies in the way in which 
economic processes have moulded the 
growth of classes and made possible their 
articulation of political power within 
Gujarat. The crisis has manifested itself 
because the present conjuncture has ar¬ 
ticulated a set of processes in the state that 
has culminated into a .situation where the 
group that holds and controls economic 
power is alienated from the control and 
execution of political power. This dissym¬ 
metry is a recent phenomenon, a process, 
that started when the first ^lanki-led 
government came to povrer in 1980 and 
was accentuated after the Chaudhari 
government was installed at the culmina¬ 
tion of the five month anti-reservation stir 
in mid 1985. Entwined in this process are 
various factors, chief among them being 
the way in whi^ the ruling classes under¬ 
stand their social, cultural and political 
role in society and identify with that. 
Caste is an important link in the 
mediatory process that binds economic 
power to political power. And when this 
identity caimot find articulation, the 
result is a deep sense of alienation from 
society and a severe dissatisfaction with 
the polity. 

When this alienation is accranpanied by 


the loss of ideological hegemony over the 
other groups in society, the crisis of iden¬ 
tity worsens. And this is exactly what has 
ocrnured in Gujarat today. The precarious 
balance through which the ruling groups 
dominate the oppressed groups has got 
disturbed and the ideological ensemble 
through which such a balance is con¬ 
structed and legitimised, politically, has 
broken down. The ideologically mediatory 
links that build the interface between the 
ruling groups and the ruled are no longer 
working in Gujarat nor have a new link 
been accepted and institutionalised. The 
representatives of the oppressed groups in 
society End themselves pitchforked into 
power without having a political ideology 
that binds them together nor a collective 
strategy to deal with the groups who hold 
and control economic resources in the 
state. On the one hand, the economically 
powo-ful groups in Gujafat find themselves 
alienated from other groups in society and 
simultaneously find that they have very 
little space to manoeuvre in the actual 
execution of power and direct policies of 
immediate interest to them. On the other 
hand, the groups in power are socio¬ 
logically and politically divided and their 
representatives alienated from each other 
and simultaneously involved in playing 
political games to score victories over each 
other. In this context, when the executive 
find its legitimacy slipping rapidly, it can 
only, at best, attempt to capture it through 
authoritarian Hat in an effort to appease 
a particular dominant group. The chief 
minister insecure of his space in the 
government, in the party and in society, 
can only attempt to hold out a hand of 
collaboration with the dominant group in 
the society, in the way he perceives will ap¬ 
pease them and not nece.s.sarily in the way 
they perceived it. Paradoxically, because 
his space to manoeuvre is narrow he can 
only do so through authoritarian diktats 
that question democratic rights of the 
citizens, with the hope that the use of ab¬ 
solute power will help to maintain his own 
slippery base in the government. Unfor¬ 
tunately, he little realises that such steps 
create alienation and protest that can 
ultimately question the government rather 
than obtain legitimacy for hjs rule. 

The crisis, orignated in 1%9 when the 
Congress Party and Indira Gandhi came 
to a settlement with the Kshatriya (K) 
block and fused them with that of the 
Harijan (H) Adivasi (A) and Muslim (M) 
communities who were slowly beginning 
to became conscious about thrir indepen¬ 
dent political rights. KHAM was an allur¬ 
ing electoral combination in the 1980 elec¬ 
tions with the upper caste identified with 
CongressfO). llie Congress(l) came to 
power with Solanki as the chief minister, 
using KHAM to dislodge the upper castes 


from political power. This electoral block 
however was not necessarily a unified 
block in terms of political unity. Each of 
these groups had come together for dif¬ 
ferent reasons and were not even united 
internally within themselves. Various 
events and processes had created a situa¬ 
tion for them to come together—-atrocities 
on scheduled castes by patidars in north 
Gujarat and Saurashtra on one hand and 
the growth of a nascent da lit conscious¬ 
ness among the educated amongst them, 
on the other: the deep alienation felt by 
the Muslims against the upper castes who 
dominated the government und who 
all^edly connived to create the 1969 
massacre on them during the riots; grow¬ 
ing alienation of land in the tribal areas 
and the tribal dissatisfaction with the 
polity. These rumblings of dissent created 
for the Congress and Solanki the ba.<ie for 
the perfect winning combination which he 
used to get the Congress to power. 

However, he nor the other leaders of the 
Congress were ever in doubt of the fact 
that the effective use of such a block was 
limited only to the elections. Thus as soon 
as the victory was proclaimed, the Con¬ 
gress came to an understanding with the 
upper classes and castes to preserve the 
economic structure. A series of new 
policies were iniiiated that encouraged 
industrial development in fast growing 
sectors, specially electronics. Real e.state 
was another sector that boomed and sub¬ 
sidies and financial aid was given for the 
growth of such enclaves. Gujarat had to 
become a ‘maxi’ Japan and to realise this 
goal, a new culture was to be created. This 
too received Solanki’s patronage; the 
building of .sports complexes and giving 
(he ultimate stamp of approval on the cur¬ 
rent cultural form of entertainment, the 
ghazal were merely two symbols reflecting 
this process. 

But, if Solanki. did make the right set¬ 
tlement, it was also because the caste riots 
of 1981 .soon after Solanki came to power 
had shown that the ruling classes were cei- 
tainly clear about their interests and their 
role and place in society. The implemen¬ 
tation of re.servation in the post-graduate 
medical admissions was certainly not 
welcomed by them and they had im¬ 
mediately launched the anti-reservation 
agitation to warn Solanki. 

Yet, while on the outside, Solanki had 
come to an arrangement, he had not 
altogether abandoned the percept behind 
which he and Jeenabhai Darji had built 
the strategy of KHAM. This led to the 
creation of KHAM lobbies, wherevea 
possible. And, because KHAM was never 
consolidated as a united political unit, 
individual lobbies of kshatriya, tribal and 
scheduled caste groups were soon created 
in each and every institution of the 
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buteaucncy, be it the dvil administration 
or the poUce. Soon, the tensions of com¬ 
peting interests started surfadng in the 
bureaucracy and lobbies of caste-based 
interests wanting political power started 
artkuiating themselves within it. Authority 
was soon denigrated and discipline was 
broken and superimposed with personal 
affiliation to caste leaders in the ministry 
rather than the immediate superior, 
leading to a near collapse of norms 
laid down for the governance of the 
institutions. 

The result was frightening and macabre. 
The police could revolt, make demands 
and riot, if demands were not met They 
could strike from work, go on a rampage 
and loot shops. In Gandhinagar, the 
upper caste dominated class I and 11 
employees’ association could confront 
rival demonstrators from the more 
numerous class III and IV employees’ 
association. The upper caste dominated 
judges could pass strictures on police for 
not letting the upper castes conduct 
genuine democratic activities and the 
upper castes could file public interests 
litigation alleging torture and atrocities 
and suspension of civil liberties on them. 
The police irritated, angry and infuriated 
with these strictures could then march in 
a procession to vent out its anger by bur¬ 
ning the premises of the upper caste con¬ 
trolled news paper, Gujarat Samachar. 

All this and more happened during the 
five months when anarchy and chaos 
ruled Gujarat after Solanki once again 
came to power in March 1985 when he 
misread the signs and felt confident 
enough of his power to manipulate the 
demands and expect that the price would 
not be as high. As a result, just before the 
elections he increased the reservation 
quota for the backwards, which constitute 
the bulk of the kshatriya block, a block 
that he had nursed with special care. 
The result was disastrous. Having no 
legitimate political option—there was 
no upper caste representation m the 
new ministry, hardly any seats in the 
assembly-.-the upper castes took to the 
streets and quesuoned the authority of the 
party that could take those who owned 
economic resources and had definite caste 
interests for granted. They were successful 
because the Congressd) was internally 
divided into caste blocks and persotud fac¬ 
tions and the KHAM block had not con¬ 
solidated itself into a political movement. 
Alsa they were able to co-opt the govern¬ 
ment institutions to their aid and thereby 
cracking open wide the Hssures that had 
developed in them. If Solanki could use 
the police to restrain their democratic pro¬ 
tests, the unper castes by alleging torture 
could also get the judiciary to pass prompt 


strictures a^insi the ptdke and thereby 
demoralise the force and ultimatdy set 
them on a rampage whidi burnt down the 
press. With law and order having col¬ 
lapsed, how could the government 
govern? 

%t Solanki tried to govern and the 
more he tried, the more he (nought into 
the political mainstream the weaknesses 
of the KHAM strategy. The ultinuue result 
was his own resignation and the induction 
of a chief minister who could not nuuiage 
with any sophistry the KHAM strategy 
and could only retain his ministership 
because the actual power had shifted into 
the hands of the three upper caste 
ministers who represented the KHAM and 
who had negotiated the settlement on 
behalf of them earlier. 

Today in Gujarat, the upper castes are 
alienat^ from this system but find 
themselves defeated in terms of electoral 
arithmetic which the Congress can prac¬ 
tise so astutely. They therefore can never 
demand new elections but can only hope 
to change a chief minister or induct a new 
leader by starting new agitations and 
movements as for instance, the farmer’s 
agitation. Power they find, is only 
available to them throt^ the backdoors. 

Having realised this, some political 
parties notably the BJP have attempted to 
rebuild the hegemony of the upper castes 
over the lower castes through tfie use of 
Hinduism, but even this attempt has not 
been successful politically. Fbr instance, 
when the anti-reservation movement was 
at its height and Solanki was organising 
a counter campaign via his base in north 
Gujarat, through the mobilisation of the 
kshatriyas, a process that led to patidar 
kshatriya tensions and conflicts in 
Mehsana distria, the BJP leadership very 
quickly organised a pan-Hindu organisa¬ 
tion that sponsored a group of Hindu 
priests of all important sects in Gujarat 
to intervene and stop the conflicts. It is 
this organisation which took the initiative 
in organising the Rath Yatra in July 1986 
which ultimately led to the riots and 
destruction of {Koperty. When the Muslim 
organisations appealed to the scheduled 
castes to boycott the Rath lihtra, many did 
not. An appeal by the priests to come to 
the aid of the Rath %tra had important 
symbolic meaning for the scheduled castes 
of the city, who had only recently been 
allowed to enter the temple precincts and 
since then have played a significant role 
in the Yatra celebrations. Moreover, after 
1969, when the RSS took a decision after 
intense deliberations that the caste system 
is a disfunctional aspect of Hinduism and 
that therefore it supports the /eservation 
system, the BJP has never openly sup¬ 
ported the, two anti-reservatiem stirs, but 


instead has quite consdonsly attempted 
to draw the id ie duled castes and idieduled 
tribes to its fold. 

These attempts (ly the BJP and like 
organisations though significant have re¬ 
mained politically unsuccessful, the events 
of the last few years, having made the 
scheduled castes and tribes wary of the 
uppCT caste leadership in aiv garb. %t, 
tl^ is no doubt that the various attempts 
to spread Uie social base of Hindu sects 
have adiieved some legitimacy in the state 
in the recent decade; Certainly, the over¬ 
whelming ambience of Gujarati society is 
towards increasing rriigiosity though it has 
not found a political expression. 

On the other hand the chief minister 
has lost his hold over the KHAM groups 
within the party. One of the three groups 
constituting the KHAM, the kshatriyas, 
the most numerous and vocal have con¬ 
tinued to maintain a distance from 
Chaudhari. The chief minister is also 
facing competition from the lobby of 
Jeenabhai Darji, another faction leader 
with a base in south Gujarat. The 
Muslims now led by the CPCC secretary 
have sided away from him. For Chaudhari, 
the only option is to bow down to the 
upper caste lobby and specially the 
patidars who are present in the govern¬ 
ment, and show, when he is allowed to, 
how much in control of the situation, 
is as the executive of the Gujarat polity. 

By supporting the initiation of the pro 
ceedings tinder section 29SA, Chaudhari 
is attempting to signal two things. One, 
that he is willing to continue the com¬ 
promise he has made with the patidar 
lobby in order to maintain power. It is no 
coincidence that the Vadtaal sect has the 
support of important patidar families. 
iWo, that he is willing to use absolute 
power to protect the interests of the 
patidars. 
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Building a Sense of History 

Aaghar AU Engineer 

The SAARC conference on history was bdd in Bangladesh against 
the background of Ershad’s new-h>und Islamic zeal and the 
deepening political crisis in the country. 


BANGLADESH had oflered to hold the 
first history conference of the SAARC 
countries in Dhaka. However, it was twice 
postponed due to uncotain poUtical situa¬ 
tion there. The conference attended by 
historians of all the SAARC countries was 
held from April 7 to 9. 1988. 

Bangladeshi Muslims are proud of their 
language and culture It was not for 
nothing that Jinnah was shown black 
flags in 1948 on the question of impos¬ 
ing Urdu on East Ben^. The subsequent 
efforts of Pakistani rulers to impose Urdu 
on East Pakistan did not succred at all 

The effect of pre-lslamic Bengali 
culture is all pervasive there There is 
world of difference between the north 
Indian Muslim culture and Bangladeshi 
Muslim culture The Bangladeshi Muslims, 
though deeply religious and great votary 
of Islam, are intensely proud of their 
Bengali cultural heritage which has ob¬ 
viously Hindu influences. No one, not 
even followers of jamat-e-lslami, oppose 
this all pervasive cultural influence. 

Bangladeshi culture has been deeply 
influenced by Rabindranath Ihgore's 
poetry, music and painting as also by 
Nazrul Islam’s poetry and revolutionary 
thoughts. Their TV programme surpns- 
ingly includes items from scriptures of dif¬ 
ferent religions. The discourses on Gita arc 
telecaste for the Hindu audience every 
\^eek as are di.scourses from Bible and 
Buddhist scriptures. Thus the present 
Bangladeshi regime, rather than maintain¬ 
ing equal distance from all religions, tries 
to encourage them all. though obviously 
not in equal measure Islam has the 
greatest share. 

Religion, it must be pointed out, has 
affected lives of Bangladeshi Muslims very 
deeply. But. and it is equally important, 
they are much less communal. The 
Bangladeshi Muslims are quite conscious 
of this and do not tire pointing it out. 

What about socio-religious, socio¬ 
economic and socio-political status of 
Hindus now in Bangladesh? Socially, 
politically and economically, their status 
is not very satisfactory. Rabat Khan, a 
noted journalist, said that the Hindus here 
maintain rather low-key existence. Unlike 
Indian Muslims, he says, they hardly 
assert their religious identity. In some 
respects they have adopted the ways of 
Muslims. They usually greet Muslims with 


'assalamo alaykum’, the Islamic way of 
greeting. Also, they generally avoid wear¬ 
ing dhoti except on religious occasions. 
But then Muslims too, generally wear 
western apparel. 

Politically too, they are not very asser¬ 
tive. Their representation in the national 
assembly is very poor, much less than their 
population warrants. They have no 
representation in cabinet. There is only 
one deputy governor, though they com¬ 
prise Hfteen per cent of Bangladesh 
population. Many of the upper caste Hin¬ 
dus therefore have one foot in Bangladesh 
and the other in India. In services too 
the Bangladeshi Hindus are not better 
represented. In fact, they are no more than 
three per cent in government and allied 
services. In army and police too, their 
number is not very high. Certainly they 
do not hold high ranks in army and police. 
In economy loo, they have no dominant 
role to play. Again this has striking 
parallel with Indiu Muslims. Their 
educational status is also unenviable. It 
would seem that plight of minorities is not 
very different in different countries all 
over the world. Their woes and grievances 
are almost similar. 

However, there is one interesting aspect 
of Bangladesh which must be taken into 
account. The Hindus and Muslims not 
only speak same language but also have 
the same culture. The Bengali spoken by 
Bangladeshis—Muslims and Hindus 
alike—has a heavy dose of Sanskrit 
words. Also, their culture shows a great 
degree of Hindu influences. This unifor¬ 
mity of culture brings about much better 
integration between Muslims and Hindus. 
The cultural identity of Bengali Muslims 
was preceded by ‘reUgious identity' when 
partition took place (partition itself was 
not indicative 'of religious separatism, it 
was rather a result of political struggle 
between the elites of two communities). 
But soon it dawned upon them that the 
West Pakistani elites successfully hijacked 
'religious identity’ to dominate them 
(i e. East Pakistanis). The Bengali 
Muslims tho-efore, soon began to assert 
their linguistic and cultural identity to 
resist the domination of West Mcistan. 

But Bangladesh once again is facing a 
serious political crisis; military dictator¬ 
ship is out to hijadt religion for political 
purposes. There is talk of Islamisation. 


i t, dwiaring Bangladesh as^ Islamic 
state'Hw Hindus of course are hi^hljNi^. 
prehensive but even Muslims in general 
have not been enthused 1^ this declara¬ 
tion. And among intellectuals in general 
and left leaning and radical thinkers in 
particular, the declaration has created 
deep sense of resentment. 

Women in particular are very much 
worried. Islamisation in the traditional 
sense means depriving them of their 
rights. Progressive women activists are, 
therefore, preparing for the battle. 
Dr. (Mrs) Hasan who teaches history in 
Dhaidt University is a woman activist and 
belongs to a women’s organisation Nari 
Poksha (Women’s Side) a secular 
organisation. The organisation is planning 
to organise a demonstration against 
Ershad’s Islamisation. 

The leftist organisations were not even 
ready to join the Nari Poksha in organis¬ 
ing the demonstration. The members of 
Nari Poksha have quite a militant attitude 
on the question of women’s rights. The 
Family law Ordinance of 1%1 enforced 
by Ayub is. like in Pakistan, still valid 
and these women do not want it to be 
abrogated under the coming Islamic 
regime. 

In rural areas where poverty is much 
more acute the struggle for power too is 
equally ferocious. Various student and 
youth organisations are armed. Shooting 
out incidents are frequently reported in 
the rmtional press. The right wing Jamat- 
e-Islami Students organisation is also fully 
armed and it keeps on clashing with 
Chatra League^ the student organisation 
of the Awami League. However, one 
hardly hears of Tbha and Bhashani 
groups. They splintered into many and vir¬ 
tually became extinct. 

• • • 

The SAARC Conference was inai^wated 
by president Ershad in Sonargaon, a 
beautiful five star hotel in Dhaka. The 
First session presided over by Sareen, 
director. ICHR was devoted to country 
presentetions on political and religious 
history. In the afternoon session which 
took place in the Bangladesh National 
Museum auditorium, Uma Singh of 
Jawaharlal Nehru University. Delhi, 
presented her paper ‘Jinnah and 
Emergence of Pakistan 1940-47: A Reap¬ 
praisal’. The Mper evoked lot of con¬ 
troversy. Singh maintained that despite 
Jinnah’s bitterness against the Congress 
he had no positive suggestion for creation 
of I^stan. It was the British viceroy who 
put the idea of Pakistan in Jinnah’s mind. 
In this connection she also referred to the 
work done in Germany on Rahmat Ali, 
the origiiud propoundin’ of the idea of 
Pakistan, to prove her point. Another 
notable paper in this session was on 
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Nawab fUzunnisa Choudhary, an out¬ 
standing Bengali Muslim woman of the 
19ih cemury presented by Shahanara Hus¬ 
sain of Rajshaiii University, Bangladesh. 
It mainly concerned itself with the-strug- 
gles of this brave woman against strong 
male prejudices. Despite all the odds she 
successfully asserted her position and 
administered her feudal estate and 
magnanimously donated for education, 
especially among the women. Fairunnisa, 
according to the paper presenter, was a 
model worth emulating in every aspect, 
her boldness, her administrative skill, her 
generosity and her espousal of the cause 
of education. Needless to say the paper 
attracted great attention and evoked great 
deal of di.scii.ssion. 

On April 8 in the morning session Abul 
Kalam of Bangladesh presented a paper 
‘SAARC and South Asia; A Strategic 
Appraisal' which brought out the tear that 
smaller countries of the region like Sri 
Lanka, Nepal, Bangladesh, etc, have vis- 
a-vis the role of India. India was behav- 
ing'like a ‘big brother’ and the SAARC 
cannot achieve its purpose if this attitude 
does not change. I^rticipants from other 
countries except Bhutan shared this sen¬ 
timent. Muinuddin Ahmad Khan, also of 
Bangladesh, on ihc other hand,‘’em- 
pha.sised the need tor unity for purposeful 
and united action in his paper ‘In Search 
of Unity in the.Tradition of the SAARC 
Countries*. 

In the next session A H Dani, a leading 
archaeologist and anthropologist from 
Islamabad, Pakistan, presented a paper 
*11% Muslim Architecture oflndian Sub¬ 
continent'. He also pointed out that what 
is known as Muslim architecture in Indian 
subcontinent in fact had nothing to do 
with Islam or even with the Arabs. Much 
was emulated from west and central Asia 
and executed by the local Hindu workers 
who left their deep imprint on these 
buildings. He illrcstrated this profusely 
with the slides. He also maintained that 
the Hindu motifs often found on the 
Muslim buildings was due mainly to 
Hindu workers’ execution of these 
buildings, it should be accepted as an in¬ 
tegral part of the Muslim architecture. 
This paper too evoked great deal of 
discussion. When asked by Sareen of 
India whether demolition of Hindu struc¬ 
tures and use of those materials in later 
buildings did not play any role in display 
of these Hindu motifs on Muslim 
buildings. Dani admitted that it did but 
he maintained the native artisans also 
exhibited their creativity. 

My paper ‘Islam and Hinduism in 
Indian History—Conflict or Confluence’ 
dealt flnt with the methodology of 
historiography. In the second part, both 
conflict and confluence in Indian history 
between Hinduism and Islam were 


brought out. The 'ula^, who took 
legalistic view of Islam and wanted to be 
part of ruling establishmmit often sought 
to create conflict. The sufis and others, 
on the othn- hand, who were not part of 
ruling establishment and had no vested 
interest of any kind. Indianised Islam, 
used local idiom and concepts like avtan, 
etc, and promoted harmony between 
Islam and Hinduism. The sufl doctrine of 
wahdat al-wujud (unity of being) which 
resulted in doing away with all religious 
and theological barriers and promoted the 
concept of universal humanity. 

Tri Ratna Narayana of Nepal then 
presented an extremely interesting.paper 
‘Trial by Ordeal in Nepal; The Niya 
System’. He traced the history of this 
dispensation of justice by ordeal. Niya 
was applied specially in those cases where 
the concrete evidences are generally lack¬ 
ing, such as the cases of witchcraft. King 
Rajendra (1816-47) had specifically 
instructed the practice of Niya if the ac¬ 
cused did not confess her crime of witch¬ 
craft. If the accused lost the Niya, she was 
to be driven out of the village, and if she 
won it, the accuser was to be fined Rs 120. 
He concluded by saying that the Existence 
of the trial by ordeal (Niya) till the mid¬ 
dle of the nineteenth century shows that 
the legal system in Nepal was at its 
primitive stage. The judicial authorities 
were not competent enough to decide the 
cases in accordance with the principles of 
law, and thus they considered Niya to be 


'the dmjpieit wvio nkdlDe 

Anotte intoeiting pqier in iUh mmIqb 
by A M Semjuddin of Bengiadwh waa 
The Sharia Law, Society, South Auan 
Judiciary and Shah Bano Caa^. It was 
very well-studied paper and threw light on 
the position of women in sharia and the 
disabilities women have to suffer due to 
rigid and mechanical application of sharia 
law in the south Asian region. He main¬ 
tained that the Indian Supreme Court’s 
judgment in the Shah Bano case was 
perfectly justified and was in Veefoag with 
the Islamic Sharia. The objectionable 
portion of the judgment were certain 
derogatory remarks about Islamic law 
which were unwarranted. He also said that 
if the present Islamic laws are not suitably 
interpreted in keeping with the spirit of 
the time many more cases similar to that 
of Shah Bano would arise He also regret¬ 
ted that the people of Bangladesh in¬ 
cluding the press did not show much 
interest in this historic case 
The conference concluded with a 
business session where the future pro¬ 
gramme of action was charted out which 
included the setting up of a permanent 
office of SAARC History Centre in 
Bangladesh and organising SAARC 
history conference once every two years. 
Such conferences about the history of dif¬ 
ferent countries in the region can prove 
very useful and can result in bringing 
about better mutual understanding and 
appreciation of contemporary problems. 
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REVIEWS 


Efficiency of Public Expenditure 

Bhabatosh Datta 

Hie Growth and Efficiency of Public Spending by. M S Levitt and 
MAS Joyce; Cambridge University Press, Cambridge, 1987; pp 198, price 
not indicated. 


THERE has been in all countries an enor¬ 
mous growth in public expenditure over the 
last few decades. This growth can be 
measured and then compared both over time 
in any single country, or over a wide inter¬ 
national cross-section. There are however 
difficulties in properly deflating the money 
totals and these difficulties arc really .serious 
in making international comparisons. But 
yet these problems are not greater than those 
involved in any other comparison. M S 
Icvitt and MAS Joyce address themselves ; 
to the much more diflicult ta.sk of evaluating 
the ‘efficiency^of growing public expen¬ 
diture, particularly in the field of ‘services’. 
Four services have been specially chosen- 
defence, education, health and the police. 
The study is mainly concerned with the pro¬ 
blems of Great Britain, but informative 
sidelights have also been thrown on the 
developments in the United States. 

Following an ‘introduction’, there arc thir¬ 
teen chapters divided into four parts, com¬ 
prising ’The Growth of Government Expen¬ 
diture. ‘Government Output and Productivi¬ 
ty’, ‘Efficiency and Relative Performance’ 
and ‘Conclusions’. The Introduction gives 
the background picture and sets the tone by 
referring to ‘Baumol's disease’. In 1%7 
Baumol divided the economy into two 
sectors—one in which inputs (like labour) 
produce a distinci final output (c g, in 
manufacturing), and the other in which the 
input is an end in itself and the quality of 
the output is judged in terms of the volume 
of the input (c g, many government services). 
Productivity in the sense in which the term 
is used in the first sector does not grow in 
the .second. If this ‘constant productivity 
sector' maintains a constant (or increasing) 
share in the national output, it will absorb 
resources from the progressive sector and 
will thus affect the growth rate of the 
economy. 

Reversing the order of discussion in the 
book, one can start with the problem of ‘ef- 
ficicncy’ in the Paretian sense. The authors 
very clearly point out that there are three 
problems involved in this. A system is 
technically efficient when the input- 
combination is such that it is impossible to 
reduce the volume of any input without 
reducing the volume of the output. There is 
allocative efficiency when one input cannot 
be substituted for another without raising 
the total cost. There is a wider concept of 
efficiency, which means that given the mix 
of different outputs produced from given 
resources, it is impossible to produce more 


of one good at the rapensc of another 
without reducing the total value of output 
to the consumers. This third concept brings 
in the question of aggregating the con¬ 
sumers’ benefits (as felt by themselves), but 
everything works out smoothly in the text¬ 
book world of perfect competition with its 
divisibility and mobility conditions satisfied 
and with “rational, well-informed con¬ 
sumers’ who seek to get the greatest value 
for their money”. 

The critic can start his preliminary objec¬ 
tions here, but levitt and Joyce have not 
made much of this welfare premise. Their 
sLarting point is the definition of ‘output’, 
which is essential for drawing conclusion 
about technical and allocative efficiency. The 
‘output' in this field of research is not 
something like saleable steel or road mileage, 
but the intangible results of public spending 
on defence, education, health and the police. 
The growth of spending in all these areas has 
been very high, but what can one say about 
the actual output in comparison with the 
other potential outputs? Oi, does one satisfy 
himself simply by evaluating output through 
the increasing absorption of inputs? 

The question arises sharply in the case of 
education. It is not unusual to measure the 
efficiency of educational expenditure by 
showing the incTea.ses in the enrolment of 
students, or in the number of teachers, or 
in the number of schools (or, better, places 
available in the schools). But if one starts, 
as Levitt and Joyce do, with the idea that 
the main aim of education is “the develop¬ 
ment of the full potential of the pupils”, that 
education “involves the development of 
basic cognitive skills, such as literacy and 
numeracy, of a wide range of knowledge and 
of non-cognitivc personal and social attri¬ 
butes”—embracing “attitudes, behaviour, 
self-confidence, $elf-awarcne.ss, social in¬ 
tegration’—and so on, the basket becomes 
imponderably heterogeneous. 

How does one evaluate the efficiency of 
growing public expenditure on education in 
these conditions? The authors start with the 
most commonly used standard—the ex¬ 
amination resulLs. But there are related ques¬ 
tions of teaching standards, the curriculum 
and.the social classes from which the pupils 
come. Most studies do emphasise the socio¬ 
economic factors and some have raised the 
question of the relatiw weights of academic 
and non-academic performance of the 
students. Some results of special studies are 
interesting. In an arithmetic test in 198S in¬ 
volving addition of fractions, “the correct 


answer was attained by 4 per cent of the 
lower half of the English ‘ability range*, by 
25 per cent of the English children as a 
whole, but by 67 per cent of the bottom half 
of the German ability ranged’. Japanese 
children scored nearly double of what the 
English children achieved in addition and 
subtraction tests. 

Detailed regression studies relating to the 
British school-leaving examination results 
indicate the positive impact of the origin of 
the students from the ‘higher social groups’ 
and the negative impact of the government 
provision for additional educational need. 
The total teaching expenditure per pupil has 
only a small positive impact on performance 
—Mgb in the case of the ‘high-results’ 
groups and negative in the case of others. 
In general, the impact of ‘non-teaching ex¬ 
penditure’ on examination performance is 
negative and this result is more or less con¬ 
firmed when the non-teaching expenditure 
is considered separately for premises, non¬ 
teaching staff, books and equipment. 

The authors emphasise the fact that 
“spending on teaching staff is a very in¬ 
complete measure of the quantity or quali¬ 
ty of teaching”. Even the hypothesis of the 
low or perverse correlation between class- 
size and performance is not clearly proved. 
The authors had no data on such inputs as 
head teachers’ leadership, management, 
teachers’ morale, or pupil motivation. They 
do not also consider the fact that an un¬ 
weighted arithmetical' parity of ‘perfor¬ 
mance’ between two schools may conceal the 
fact that the pupils of one school consistent¬ 
ly get higher grades than those in the oth«’. 
In any case, differences in teaching inputs 
have some positive impact on performance, 
but non-teaching inputs raise doubts. High 
spending may correct a poor stock of 
‘capital’, but the spending may also be in¬ 
efficient. The authors’ final conclusion i.s, 
‘we do not know’. 

This ought to be a stimulant for more 
detailed work. More serious problems arise 
in assessing the efficiency of public expen¬ 
diture on health services. Performance in¬ 
dicators are available for the number of pa¬ 
tients treated, hospital ‘throughput’, patient 
turnover, day-case surgery (i e, surgery not 
involving hospital admission), and costs with 
a variety of breakdowns. But when one 
moves to ‘avoidable deaths’ from conditions 
amenable to treatment, or to ‘morbidity’ or 
ill-health short of actual death, there are no 
clear performance indicators. The authors 
refer to Rosser's index with an eight-point 
scale of physical incapacity and a four-point 
scale of pain or distress. “Ibothache would 
have a worse score on the pain index than 
the absence of a Umlk but the latter will have 
a worse score on the incapacity scale.” This 
alone shows the imperfections of the 
measure. One year of healthy life gives a 
score of 100 (death scores zero) to the 
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‘quality-adjusted iifc year” or QUALY. The 
impact of treatment is measured by the 
resulting change in the QUALY. 

Levitt and Joyce regard the implications 
of this approach as controversial, but accept 
n as a basis for aggregating (he overall out¬ 
put and service. The British records provided 
by the District Health Autliorities (DHA) are 
fairly reliable, but there are the ‘lamily prac¬ 
titioner sersiccs' also. Even in the case of 
DHA data, teaching, hospitals differ from 
the others with respect to the mix and severity 
of the cases they neat and the resources 
available. Despite all the limitations, the 
authors emer into detailed econometric ex 
ercises. The results show “a negative 
statistically signillcani effect for spending 
on acute in-patients, hut not for expenditure 
on the i.o[nniunit> health services or the 
family piaclitioners’ ■.crvice" The cx 
plaiiatory power ul the equal ion.s is however 
Kn\. The liiial conclusion i.s that “thcie is 
some tentative evidence that difteiciiccs in 
acute ill-patieiit tcsouiccs do have an impacn 
on health oulcomc«" An Indian reader will 
wonder how nianv acute palirius .succeed in 
licsoinitig 'in-paiiciii<<' whcic there aie lew 
lio pitals worfli the name in the non- 
niciiopoliian tiica.s anil where those that ex¬ 
ist arc alvviiss owrcK'wdcd and have to refuse 
new sciU'Uc c. cs 

How docs i>nt apj)io,ich the problem ol 
ctticicnc) ol public expendituie on the 
police'.' II the ol'ieclive of ‘maintaining 
piibli' orticr' ic leli out (on t he ground that 
the police i.s more or less ellicient in this), 
the principal object is to deter crimes, in¬ 
cluding crime prevention and apprehension 
ot criminals. The linal output is the reduc¬ 
tion in the 'true' crime rare The recorded 
crime rate excludes those crimes which are 
not reported • -sonieiimes because of the 
absence ol insurance contracts. The Indian 
readei will say that many crimes ate not 
recorded because the leporlers faee endless 
iioubles Apprehension of offenders is really 
an imcrmediaie output, because il reduces 
tile crime rale through its deterrent effect. 

1 he si/e ol the police lortc is often a factor 
iiifluencmg the crime rate, because of the 
gicater probability ol being caught. 

1 he authors have used a simultaneous 
equations model lot explaining the dil- 
fctenccs in lecordcd crime ijcrcaiiilu. cicai- 
up rales and police-strength per capita. 
There is a ‘tccoided crime rate equation’ 
with three endogenous and thirteen ex- 
ogctiou.s sariahlcs, a ‘clear up rate equation' 
and a ‘police manpower per capita equation' 
witli a wide langc of variables, including 
male unemployment as a crime-inducing 
factor. The liiKlmgs include an inference that 
increa.sed police lesoutees do not in 
themseivc.i lead to lower recorded criitic 
rales, but thc> indirectly improve the clear- 
iip rates. Tins and other conclusions arc all 
■xigarded as ‘rather tentative'. ^ furtho' 'data 
envelope analysis’ includes, among other 
things, the non-commllablf variables like the 
road accident late oi population density, and 


is worked out both with constant reti^ to 
scale and diminishing returns to scale 
assumptions. The constant returns to scale 
assumption yielded the largest number of 
technically inefficient police authorities and 
most of the ‘inefficient’ authorities appeared 
to be operating above the optimal scale. 

Defence is in a different category. Output 
and efficiency are terms that cannot be ap¬ 
plied here in senses meaningful for econo¬ 
metric exercises. At the same time, defence 
spending is a major source of the growth of 
total public expenditure, both in Britain and 
in the United States. What can be studied 
is defence procurement and the first thing 
one notes is that the prices of defence equip- 
inc>il rise more than the general level of 
prices. A 'defence piocuremeni deflator’ re¬ 
quires to be calculated separately from the 
GDP deflator. Many basic questions arise: 
which industries depend most heavily on 
defence contracts'.’ How do defence con¬ 
tracts affect industry’s approach to the 
civilian markets? What are the investment, 
productivity, import and export perfor¬ 
mances of the industries dependent on 
defence contracts? An Indian study would 
involve al.so the total effective prices paid fo’ 
imported defence equipment. From the cases 
studied, it appears that defence prices are 
inscn.sitivc to productivity growth, but much 
would depend on the way in which the prices 
are measured. Many of the industries depen¬ 
dent on defence contracts “demonstrate 
poor performance’’. This may reflect past 
weakness, or even resistance to pressures to 
improve efficiency. Recent policies aim at 
securing better value for money, but again 
one has to be satisfied with the conclusion 



that *Ht it too tooit to judge the extent.to 
which the achievemenu willcompemate for 
cuts in the defence budget”. While yffiden- 
cy* has been cortectly defined, there it as yet 
no inoof that a PUieto optimum hat been 
reached. The antwert to the questions of 
moving from an ‘inefficient’ situation to a 
lest inefficient one and from one nueto op¬ 
timum to another remain unresolved. 

If this is the position that can be reached 
with British and American data, one can 
only wonder what can be done with the in¬ 
formation available in India. Yet, limited sec¬ 
toral or regional studies can be undertaken 
to bring out at least the gaps in knowledge 
and the difficulties of econometric analysis. 
Levitt and Joyce have been very largely in¬ 
conclusive, but they have brought together 
the results of earlier researches and have 
tried to go as far as practicable with thi; data 
available. An evaluation of defence or even 
police spending will be impracticable in 
India, but in the two other fields studied by 
the authors—education and health— 
alternative lines of approach should be 
capable of being developed to fit in with the 
actual conditions. The value ol any research 
lies mainly in the prospects that are opened 
up for further research. Economists in 
Britain or in the US will certainly take up 
the challenges thrown out to them, but there 
are- challenges also before the Indian 
econometricians. 

There have been competent studies of the 
impact of the total public expenditure in 
India o.n prices and growth (by B B Bhat- 
tacharya, for example), but it is time that 
our analysts went decp.ly into the efficiency 
of our public expenditure on education and 
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hMlth. Our output from education is 
nSsalund generally by the enrdmcnt figures 
(arc the students outputs or inpuu in the 
educational process?), but these figures are 
often woefully deceptive. Examination per¬ 
formance becomes a meaningless indicator 
when there are sharp inte'r-institutional 
disparities in standards and when, in general, 
the average standards are going down over 
time. But still, limited-area studies should 


at leut be possible both in the field of 
education and in that of health services. 
Levitt and Joyces book deserves careful at¬ 
tention from our policy-makers, but how 
many among them have ever heard of 
‘Pareto-efficiency’? Perhaps it is more prac¬ 
tical to speak in terms of co-sts and benefis, 
without being too particular about the con- 
ceptual and other difficulties inherent in this 
alsa 


Who Fathered Political Awakening 
in Kashmir? 


Balnil Puri 

Emergence of Political Awakenisig in Kaahniir by U K Zutshi; Manohar 
Publications, New Delhi, 1986; Rs 165, pp 252. 


POLITICAL movement in Kashmir is an 
over-researched subject. A definite date that 
marked its regular and sustained form, one 
leader who dominated the Kashmir scene 
. like a colossus for half a century and wdl 
recorded historical data have tempted many 
authors and Ph D and M Phil scholars in the 
universities to choose it as a topic for 
research. 

But U K Zutshi tries to justify another ex¬ 
ercise in research on emergence of political 
awakening in Kashmir by gucstioning what 
he regards as “the consensus that political 
awakening Maned in WJl” and "the hitherto 
projected lolc” of Sheikh Mohammad 
Abdullah therein 

Mis reassert ion of the same siaienient in 
a di.scussion on Radio.Kashmir provoked 
Begum Sheikh Abdullah and his .son Farooq 
Abdullah to publicly condemn the author 
and the radio tor their "sinisiei attempt to 
di.stoit history and denigradc the father of 
people of Kashmir”. 

/.uishi has, in reality, not cited any new 
fact. .Mniosi the entire material is quoted 
from alread) known secondary sources. But 
did it need a PhD ihe.sis and so much 
painstakingly collected evidence to prove 
that, unlike living beings, a political move¬ 
ment does not have a defined parenthood 
and a precise date of birth? Its conception 
takes place, imperceptibly, through a com¬ 
plex process, much before its actual birth. 
And a person becomes leader of a people 
not by creating its needs and moods but by 
representing them. 

Lenin's role is not important in creating 
unrest in the C/.arist Russia but in ar¬ 
ticulating it. It erupted at a particular time 
but there is no precise date when it started. 
If the domestic and international situation 
was not as it obtained in 1917, a revolution 
would not have materialised in Russia nor 
would Lenin have become its leader. And if 
Lenin’s leadership was not available, Soviet 
Union would not have become the sort of 
country it became. 

Zutshi does not make a profound revela¬ 
tion when he as.serts that Sheikh Abdullah 
did not create the political unrest in Kashmir 
and that it did not start in 1931. The Sheikh 
hiiiuelf dates back the origin of the fteedom 
movement in Kashmir to 1S86 when Akbar 


annexed it to the Mughal empire, i e, when 
for the lirst lime in its history it came under 
an alien rule. 

In this sense, even the author of the book 
under review does not begin with the begin¬ 
ning of political awakening in Kashmir. For 
his study is limited only to a century old 
Dogra rule ovci the valley. The unrest in 
Kashmir precedes the incidents of popular 
protest that he cites during the period of 
Dogra rule. 

The signiticaiicc of the year 1931 lies in 
the fact, as admitted bv the author, that it 
"marked the emergence of ma.ss political 
awakening" which assumed an organised 
and sustained form thereafter under an 
established leadership. Neser before was 
there a regular and sustained movement. 
And the significance of Sheikh Abdullali lies 
in the fact that he articulated, .symbolised 
and directed the movement after that a.s long 
as he lived. Of course, like most popular 
leaders, he was as much led by his people 
as he ted them. 

However, the author seeks to give greater 
credit to British imperialism "in the interplay 
of forces that appeared in coniunction in 
1931”. This IS, in fact, “the central concern 
of the book". 

The story of British manipulations it, ex¬ 
tending their control and influence over 
Kashmir, described in the book, is well 
known. It is also a fact that they used 
Muslim discontent as a major leverage foi 
achieving their objective. In fact, the choice 
of a Hindu ruler for a Muslim majority 
Kashmir by the British, under the Tkeaty of 
Amritsar, was deliberately made, as reveal¬ 
ed by ofTicial documents of the time, so as 
to use one as a ch(»k against the other. 
During Pratap Singh’s rule, the British game 
was further facilitated by the willing co¬ 
operation of his brother Amar Singh who 
acted as the British stooge in making the 
state completely subservient to the British 
Resident. The autonomy that die founder of 
the state, GuUb Singh, had acquited within 
the British Indian empire was reduced to a 
mere skeleton. 

Pratap Singh’s successor Hari Singh made 
a desperate bid to regain the autonomy of 
the state and dared to defy the authority of 
the Resident. It may be more than a coin¬ 
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cidence that the first mass upsurge of 
Kashmiri MusUms took {dace during this 
llhase of tension between him and the para¬ 
mount British power. It did cut the young 
ambitious Maharaja to size. To that extent 
the interests of the British government and 
of the Kashmiri Muslim leaders converged. 

But Zutshi overshoots the mark when he 
implies that the Muslim upsurge and Sheikh 
Abdullah were the creation of the British 
manipulations. Kashmiri Muslims certainly 
looked to the British government in Delhi 
for support in their grievances against the 
ruler and were as much interested in under¬ 
mining the autonomy of the state as the 
British, while Hindus by and large supported 
the autonomous urges of the ruler. Inciden¬ 
tally the roles of the dominant view of the 
two communities have since been reversed. 
For Muslims are now extremely sensitive 
about any possible threat to the autonomy 
of the state while the Hindus tend to seek 
greater central control over it. 

However, the convergence of Kashmiri 
Muslim imresi and British interest does not 
establish a causal relation between them. The 
most vital objective reality which enabled the 
Kashmiri Mu.slim leadership to mobilise the 
religious and regional sentiments of its peo¬ 
ple was the fact that the ruler was a non- 
Kashmiri and a non-Muslim. 

The autonomous nature of the Kashmiri 
Muslim movement would be evident from 
its behaviour when tension between the 
Maharaja and the Britt.sh gave way to a cio.se 
understanding between them. They made a 
common cause against the nationalist 
demand for representation of the princely 
states in the proposed federation of India 
the people and not by the rulers. After the 
outbreak of the war, the Maharaja got an 
opportunity to prove his loyalty by whole¬ 
heartedly supporting the war effort. He hdd 
also agreed to lease out the whole of the 
(iilgit part of his state to the British 
govcrnmcni. 

At that stage neither the momentum (>f 
the Kashmir movement slackened nor its 
leadership softened its attitude towards the 
ruler as the British govcrnmcni and the pro- 
British Muslim leaders of the country would 
have wanted 

The author himself underlines sonic other 
autonomous causes of political unrest in 
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Knhinir and devoM a kmg chiptcr to sodo- 
aoonomic trends in Kashmir preceding 1931. 
Its economy suffered due to population 
growth and deindustrialisation which in¬ 
creased pressure on land. The flourishing 
shawl industry declined due, inter alia, to 
loss of its main market in France which lost 
a war to Germany in 1870. Other indigenous 
goods made place for imported machine- 
made goods. In the famine of 1877-79, 
*Three-fifths of the population is supposed 
to have vanuhed”. 

Meanwhile modern education was in¬ 
troduced in Kashmir and its age-old isola¬ 
tion was broken from two sides by the con¬ 
struction of the Jhelum valley road and the 
Banihal cart road. As administration was 
modernised, government service became the 
most coveted profession. Keen competition 
for state services by the elite of its two prin¬ 
cipal communities aroused their communal 
consciousness. As the more educated com¬ 
munity, the Hindus wanted jobs to be given 
on merit to state subjects alone. The 
Muslims, on the other hand, demanded pro¬ 
portional representation with shortfall in 
their quota to be filled by Muslims from 
Punjab. At that stage the early batch of the 
Aligarh Muslim University alumni provided 
the requisite leadership to the community in 
its process of political awakening. 

Influences from outside Kashmir further 
sharpened communal identities. Thus the 
first organised political movement in 
Kashmir assumed a communal form. But in 
this case too Zutshi overshoots the mark 
when in the concluding sentence of the book 
he observes that “the mass political awaken¬ 
ing came to be enveloped by a communal 
ideology and was inevitably accompanied by 
communal discord”. 

Kashmiri Muslims are Kashmiris as well 
as Muslims. They assert that aspect of their 
identity which they perceive at a particular 
moment to be threatened. When the pro- 
British and feudal Muslim leadership of the 
country withdrew its support to thdr strug¬ 
gle against a non-Kashmiri ruler and when 
the enlightened Hindu leaders of the state 
and the nationalist leadership of the coun¬ 
try offered to support their struggle they 
welcomed such support. Likewise when 
raiders from across the border in Pakistan 
threatened their Kashmiri identity, they 
resisted it and welcomed the support of the 
Indian army. 

Thus during the so-called communal 
phase of Abdullah’s career and the move- 
moit he led he did not cease to be a Kashmiri 
and did raise some secular issues. Nor dur¬ 
ing his secular phase did he cease to be com¬ 
pletely oblivious of the interest of his 
MuClim followers. In this sense, there is some 
underlying consistency in the political mind 
ofthe leader and this led during the various 
phases of the movement, despite the varying 
emphasis. 

The facts quoted in the book are certainly 
from standard and authentic sources. But 
the book shows a tendency to rush to rather 
simplistic and ext^erated conclusions. 
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SPECIAL ARTICLES 


Issues before Ninth Finance Commission 

Amoresh Bagchi 
Tapaa Sen 
V B Tulaaidhar 

In the federal framework which the Indian eonstitution contemplates, the arrangements governing financial 
relations constitute almost the keystone and in this again the institution of the Finance Commission has a crucial 
role. For the future of the Indian federation, it is therefore essential that the current controversies over the terms 
of reference of the Ninth Finance Commission are resolved satisfactorily and solutions found to the problems 
which the working of the Finance Commissions in the past has given rise to or the terms of the Ninth Finance 
Commission are likely to create. 

For this purpose, it is necessary first to note the significant points of departure of the terms of reference of 
the present Finance Commission from those of the previous commissions and then to examine whether these 
departures are sustainable from the constitutional angle as also from the angles of equity and economic efficiency. 
This note seeks to present the issues arising out of the Ninth Finance Commission's terms of reference in this 
perspective. 


I 

Introduction 

THE terms of reference (TOR) of the Ninth 
Finance Commission (NFC) have raised con¬ 
troversies as never before, although this is 
not the first time that the presidential order 
appointing the Finance Commission has 
spelled out certain guidelines. While the 
practice of issuing guidelines to the FC has 
come under attack also in the past what ap¬ 
pears to have provoked so much controversy 
this time is that an attempt is seen in the pre¬ 
sent TOR to enlarge the ambit of the FC 
purporting to alter the pattern of devolution 
of federal funds that had emerged in the last 
two decades and the manner in which these 
TOR are ftnally interpreted is likely to have 
far-reaching consequences for centre-state 
financial relations in the country. Ironically, 
the erosion of the Finance Commission’s 
authority over the federal transfers that has 
taken place with the emergence of the Plan¬ 
ning Commission (and substantial discre¬ 
tionary transfers by the centre) had been 
criticised in the past by those who feel 
uneasy with the present Finance Commis¬ 
sion’s TOR. However, framed as they are by 
the central government, and given the pre- 
.sent political environment, the TOR have 
given rise to misgivings about encroachment 
on the autonomy of the state governments. 
The constitutionality of the apansion of the 
fmance commission’s jurisdiction implied by 
the TOR of the NFC and even of the 
authority of the presidential order to issue 
any guidelines to the Finance Commission 
(FC) have been questioned. In the federal 
framework which the Indian constitution 
contemplates, the arrangements for gover¬ 
ning the flruuicial relations constitute almost 
the keystone and in this again the institution 
of the finance commission has a crucial role. 
For the future of the Indian federation, it 


Ls essential tha* the current controversies are 
resolved satisfactorily and solutions found 
to the problems which the working of the 
PCs in the past has given rise to or the TOR 
of the NFC arc likely to create. 

For this purpose, it is necessary first to 
note the significant points of departure of 
the TOR of the present Finance Commission 
from those of the previous commissions and 
then to examine whether these departures are 
sustainable from the constitutional angle as 
also from the angles of equity and economic 
efficiency. This note seeks to present the 
issues arising oul of the Ninth Finance Com¬ 
mission’s TOR in this perspective. 

11 

Main Points of Departure 

The important features of the TOR of 
NFC which mark a significant departure 
from the past ate; 

— Removal of certain restrictions which 
had tended to narrow down the scope of 
the PC’s asscs.sment of the budgetary 
needs of the government at the centre 
and the states. \ comparison of para 4 
of TOR of the NFC with para 5 of the 
previous one would indicate the areas in 
which the restrictions have been remov¬ 
ed or relaxed. More specifically, the TOR 
of the Eighth Commission had imposed 
a restriction which had limited the PC’s 
recommendation to cover only the non- 
Plan revenue gap of the states. This has 
been the practice since the Fourth FC. 
The absence of any reference to the non- 
Plan component of the revenue account 
or the commitment of the respective 
governments on this account has. at one 
stroke, thrown the requirement for the 
revenue component of Plan open to the 
PC’s scrutiny. Similarly, in the matter of 
upgradation of standards of administra¬ 


tion, whereas the Eighth FC was expected 
to make recommendations regarding 
such upgradation only in respect of items 
of public services in the non-develop- 
mental sectors, the TOR of the NFC 
stipulate no such restriction. Absence of 
any selectivity in this regard, will 
presumably bring capital expenditures re¬ 
quired for upgradation in the develop¬ 
mental areas also under the FC’s 
purview; 

—Another point of departure in the NFC’s 
TOR of the FC’s ambit lies in the ref¬ 
erence to both the centre’s and states’ re¬ 
quirements in assessing the receipts and 
expenditures on the revenue account con¬ 
trasting with reference only to the cen¬ 
tre’s re.sDurces and requirements as the 
first consideration in the previous FC's 
TOR; 

— Stipulation of a normative approach in 
a.<i.sessing the receipts and apenditure on 
the revenue account of the states and the 
irentre, keeping in view the special pro¬ 
blems of each state and the special re¬ 
quirements of the centre such as defence, 
security, debt servicing and other com¬ 
mitted expenditures and liabilities. The 
TOR of the Eighth Commission drew at¬ 
tention to the “scope for better fiscal 
management and economy in expen¬ 
diture consistent with efficiency”. The 
emphasis this time is on the need for 
"speed, efficiency and effectiveness of 
government functioning and of the 
delivery systems for government 
programmes’’; 

— Pointed reference to the need for pro¬ 
viding incentives for entire resource 
mobilisation and financial discipline; 

—Stipulation of the objective of balancing 
the receipts and expenditure on revenue 
account of both the states and the cen¬ 
tre and also generating surpluses for 
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eapitil inveitment; 

—Calling upon the FC to examine the 
feaiibillty of merger of additional excise 
in lieu of sales tax with basic excise 
duties; 

—Requking the PC to make an assessment 
of the debt position as on 31.3.1989 and 
not merely non-Plan capital gap and sug¬ 
gest corrective measures keeping in view 
the centre’s financial requirements, and 
with particular reference to investments 
made in infrastructure projects and link¬ 
age with financial and managerial effi¬ 
ciency; and 

—Asking the FC to explore the feasibility 
of a new way of providing disaster relief 
itself to the states, viz, by setting up a 
national insurance fund. 

It may be argued that the basic tasks en¬ 
trusted to the NFC remain the same as 
before and as enjoined by Article 280 of the 
constitution, viz, to adjudicate the distribu¬ 
tion of sharable taxes bkween the union and 
the states and their allocation among the 
states, and recommend grants-in-aid out of 
the Consolidated Fund of the government 
of India to states in need. Nevertheless, 
serious misgivings have been expressed over 
the TOR of the present FC. The main 
reasons seem to be the following: 

— While since the Fifth FC, the TOR have 
been laying down certain guideline never 
before was it incumbent on the FC to 


adhere to the comidermioni'i^Hdated 
in TOR and therefore the discr^on of 
the FC was not fettered as seems to be 
the case now. The wording of the TOR 
of the present commission, viz, that “the 
commission shall...” seems to have turn¬ 
ed the guidelines into directives. This, it 
has been argued, violates the provision 
and spirit of Article 280 especially of 
cleanse (4) of the Article and of the 
Finance Commission’s (Miscellaneous 
Provisions) Act, 19S1 as amended in 19SS 
whereby the commissions are empowered 
to daermine their own procedure and 
given the power of the civil court in the 
performance of their functions (Vithal 
and Sastry, 1987). 

—While asking the NFC to adopt a nor¬ 
mative qiproach, the TOR further enjoin 
that the commissiop shall “keep in view 
the special problems of each state; if any, 
and the special requirements of the cen¬ 
tre”. This, it is apprehended, has left 
room for the normative approach be¬ 
coming highly subjective 

—In calling upon the NFC to adopt a nor¬ 
mative approach, the TOR refer to the 
special requirements and the committed 
expenditures or liabilities of the centre 
while in the case of the states the 
reference is only to their spikaal pro¬ 
blems, if any. This, it is alleged, is 
discriminatory being loaded against the 
states. 


Tmii.i 1: Stati s' Snarl in Rfvi nnI' ExpuNiinuan andTotai Explnditureofihf OnvFRNMENr 
AND Proportion oi Siailv hxprNDnuRr: Financed by States' Own Resoiircf and 


Totai Receipts 


(Per cent) 


Average for 

Ihc Period 

States' Revenue 
Expenditure/ 
Aggregate Re¬ 
venue Expen¬ 
diture 

1 

States’ Total 
Expenditure/ 
Aggregate 
Government 
Expenditure 

2 

States’ Own 
Revenue Receipts/ 
States’ Revenue 
Expenditure 

3 

States’ Own 
Total Receipts/ 
Stales’ Total 
Expenditure 

4 

1960-65 

55.56 

51.28 

65.57 

54.76 

1965-70 

58.83 

53.80 

61.40 

54.50 

1970-75 

59.46 

49.16 

58.62 

56.23 

1975-80 

55.79 

51.42 

68.00 

57.49 

1980-85 

58.17 

53.58 

60.21 

53.08 

I98.<i-K6 (RE) 

56.61 

52.08 

56.34 

.52.21 


Note : 'Stales' in this and ihc fullowing lables include union terrilorie.s. 
Source: Ciovernmcni of India, Ministiy of l-iimnce. Public Finance Statistics. 


1 ABit. 2: SiAits' Shari in Tax Rr Fiprs, Ri vi mjf Rfceipts and Aggregafe Receipts 

(Per cent) 


Average for 
the Period 

States’ Total 
Tax Receipts/ 
Aggregate Tax 
Revenue 

States’ Own Tax 
Revenue/Aggre¬ 
gate Tax Re¬ 
venue Receipts 

States’ Own 
Revenue Re¬ 
ceipts/Aggre¬ 
gate Revenue 
Receipts 

States' Own 
Source of Totai 
Reccipts/Aggre- 
gate Government 
’ Receipts 

1960-65 

42.65 

31.23 

33.98 

28.70 

1965-70 

43.76 

31.58 

34.84 

31.51 

1970-75 

46.87 

31.19 

33.84 

33.26 

1975-80 

47.17 

32.49 

34.63 

31.68 

1980-85 

51.53 

34.33 

35.88 

32.11 

1985-86 (RE) 

50.02 

33.48 

35.41 

26.18 


Source: Government of India, Ministry of Finance, Public Finance Statistics. 


—Contcastliig widi the TCM of the earlier 
commissions, there is no reference this 
time to the manner in whidi emoluments 
of govenunent enqdoyees are to he dealt 
with. Ferluqis, the intention is to leave 
it to the commission to apiriy some 
norms in the matter of emirioyBes’ 
emoluinents as otherwise there was a 
tendency to laiK the emoluments before 
the cut-off data But the question arises, 
what would be the norm in this r^ard? 
“Will the standards of central govern¬ 
ment scales be imposed on the states or 
will the NFC also act as a pay commis¬ 
sion fm the states?”, it has been asked 
(Vithal and Sastry, 1987). 

—Similarly there is no merttirm of upgrada- 
tion of standards of administration or 
maintenance of capital assets in the 
NFCs TOR. How will they be taken cate 
of? Will these also be subsumed under 
the normative approach? 

—Ronoval of the distinction between nan 
and non-nan together with the direction 
to ensure generation of surpluses for in¬ 
vestment indicates that the FC would 
have to assess the dimension of the 
revenue component of the next Plan. 
Practical difficulties apart, it is ap¬ 
prehended that this would result in an 
overlap of the functions of the naiming 
Commission and the Finance Commis¬ 
sion and undermining the Gadgil for¬ 
mula, bypassing the NDC. Planning is 
an elaborate exercise, it is contended. 
How can any projection for the plan be 
attempted unless matters regarding over¬ 
all outlays, resources, central assistance, 
etc, are known? All this has given rise to 
the feeling that the TOR of the NFC con¬ 
stitute an attack on the established con¬ 
ventions of the planning process (God- 
bolc, Hanumantha Rao, Bagchi, 1987). 

—The accent on efficiency may result in the 
eclipse of equity considerations in the 
allocation of federal funds. If efftciency 
criteria are strictly applied, plan outlays 
or developmental outlays of weaker states 
may be adversely affected and they may 
have to do without any planning worth 
the name in the absence of any surplus 
in their revenue budgets (Hanumantha 
Rao, 1987). 

—There is also an apprehension that the 
normative approach, if taken in a 
prescriptive sense, may make the entire 
quantum of devolution including shared 
taxes conditional whereas so long only 
arants under Article 275 could be tied to 
specific purposes (Vithal and Sastry, 
1987). 

—The inclusion of the question of merger 
of additional excise duties with basic 
duties is also seen as a threat to the tax 
powers of the states. 

—Reference to population figure of 1971 
census as the ba^ for the assessment of 
fiscal needs. A view has been expressed 
that this miqr Ixe unfair to poorer states 
having a lar^ population. The NFC, it 
is argued, should have been left free to 
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dedde lu tma buii .of inaamait 
(Hanimunthi RaOi 1987). 

—The question of setting up > national 
insurance Aind with contribution of the 
sutes raised in the TOR only has been 
takoi as an indication of Jhe oentrcfs at¬ 
tempt to divest itself of aiqr responsibility 
for sharing the burden of disaster relief. 

The manner in which the TOR have been 
drawn up also shows a bias against and in¬ 
sensitivity to the states and their problems 
it has bem said. In this background, it is 
contended, unless interpreted in the right 
spirit, the TOR may accentuate the 
dependence of the states on the centre At¬ 
tention has been drawn in this contort to the 


Table 3: Current Tranrfe.rs to States as 
Per Cent oe Gross Central Revenues 
(//I percentage) 


Averages of 

Current Central 
TYansfers 

2 

1970-71 to 1974-75 

32.78 

1975-76 to 1979-80 

31.96 

1980-81 to 1984-85 

32.78 

1985-86 to 1986-87 

34.70 


Source: Govcrnmcnl of India. Ministry of 
Finance. Public Finance Statistics, 
I^rt II (annual). 


1'ahii 4: SiiARt Of Cenikai tv Spunsorfd 

SCHtMl MN 1 OTAI RxPENDITURI- OF STATES 

(Rs crore) 


Year 

Grams 

Total Col (2) as 


under 

Revenue a Per Cent 


Centrally 

Expen- of Col (3) 


Spon¬ 

sored 

Schemes 

diturt. 

1 

2 

3 4 


1973-74 

147.7 

8260.8 

1.79 

1975-76 

157.2 

10457.3 

1.50 

1980-81 

389.5 

22769.9 

1.71 

1984-85 

1310.9 

39745.7 

3.30 

1985-86 (RE) 

2216.0 

45770.9 

4.84 


Source: RBI Bulletin, relevant issues. 


ddbt tnv confrondng'tlw states die Inocas- 
ing proportion of total market brmowings 
accruing to the centre^ the advme impact 
of fUNtting of bonds of the public sector 
undertakings offering incentives for in¬ 
struments of borrowing by the centre to the 
detriment of small savings, the practice of 
raising resources for the centre through lukes 
in administered prices (Lakdawala, Godbol^ 
1987), and control over the deployment of 
the resources of the banks and financial in¬ 
stitutions (Culati and George, 1978). 

While the issues raised in the wake of the 
appointment of the NFC are wide ranging, 
it may be useful, for further discussion and 
finding some directions for moving ahead, 
to group them under two broad heads, viz, 
(i) questions of legality or constitutional 
validity, and (ii) those whidt need to be look¬ 
ed tt on merits from the angle of equity and 
efficiency in the use of the resources of the 
public sector and the objectives constituting 
the raison-d'eire of a federal polity. 

Ill 

The laaues 

The legal issues which have been brought 
up by the current debate, though relatively 
clear-cut, need to be resolved so that doubu 
are set at rest once for all rmd the parameters 
within which the FCs can function hereafter 
become clear. 

The first set of questions which arise 
again and again svith the issue of guidelines 
to FC through their TOR are: 

(i) Does the constitution authorise the 
president to lay down guidelines for the 
FCs whether in a numdatory or in an 
indicative maimer? and 

(ii) If the answer is no, can the Onance 
commission ignore such guidelines or 
directives? 

It has been pointed out in this context that 
Article 280 of the constitution which re¬ 
quires the president to appoint a finance 
commission at the expiry of every fifth year 
does not lay down any restriction on the 
discretion of the FCs in the matter of 
decuUng the principles on the basis of which 
the specified cent^ taxes me to be shared 


between the centre ud the states and the 
share of individual states is to be determin¬ 
ed. However, die inesidential orders, at least 
since the Fifth Finance Commission, have 
tended to h^ down certain guidelines in the 
mattm. Initially, there was no such attempt. 

It was for the Fifth Finance Commission 
that the TOR for the first time aftie spdling 
out the provisions of Article 2^3) (a) and 
(b), went on to add that in making iisrecom- 
mendations the commission shall have 
regard, among other considerations, to a few 
factors such as. the revenue resources of the 
states on the basis of the existing levels of 
taxation, their requirements on revenue ac¬ 
count to meet the expenditure on administra¬ 
tion, interest charges, maintenance and 
upkeep of Plan schemes and so on. This 
practice of laying down certain guidelines 
has been followed in the formulation of the 
TOR of the subsequent commissions. 

As noted earlier, one of the significant— 
and controversial—points of departure of 
the TOR of the NFC is that while the 
guidelines for the earlier finance commis¬ 
sions (since the fifth) only indicated certain 
factors to be kept in view by the finance 
commissions among other considerations, 
in the case of NFC, the TOR enjoins that 
“In making its recommendations, the com¬ 
mission shall ...". The word “shall” in the 
TOR of NFC, it is said, is in the nature of 
a directive from the government of India. 
The argument that the guidelines given in 
TOR this time have the tenor of a directive 
is sought to be reinforced by the faa that 
para 6 of the TOR stipulates that in making 
its recommendations on the various matters 
referred to them, “the commission shall 
adopt the population figures of 1971 in all 
cases where population is regarded as a fsc- 
tor for determination of devolution of taxes 
and duties and grants-in-aid”. There is no 
doubt a dedsion.of the parliament that on 
all matters where population is taken as the 
norm, 1971 figures should be used. But it 
may be asked, can or should the finance 
commission be bound by thu decision 
especially when assessing die fiscal needs of 
the states? 

This view is however not shared by those 
who feel that on a careful reading of TOR, 
the directive implied by the terms 'icoinmis- 
sion shall" woidd seem to apply only to the 
para 4(i) namely—^Mopt a normative Ste- 
ptoach”. In the case of the other paras, the 
effect is moderated by expressions like “hav¬ 
ing due regard" or “keqiing in view”, “take 
into account, et^. In any case, the guiddines 
requiring a *^orinative approach" which is 
meant for centre ^ong with states cannot 
possibly be faulted especially since scholaTB 
all along have contended that finance com¬ 
missions have shirked their responsibility by 
adopting a “gap-filling” role. On this view, 
givHi that the country has landed itself in 
large deficits in the revenue account of the 
government at the national as also federal 
levd, s(»ne discipline is called for on the part 
of both the centre and the states (Thim- 
maiah, 1987). The chairman, NFC is also 


I A1IL L 5: Hrvni ution ot Flueral Funds from Ci ni kf to Stat es in India 

(Rs million) 


Plan 

Statutory 
.Shared Taxes 

IVansfer 

Total 

Plan 

Transfers 

Discretionary 

Transfers 

Total 

(I) First Plan 

3440 

4470 

3500 

6340 

14310 

(1951-56) 

(24.04) 

(31.24) 

(24.46) 

(44.30) 

(100.00) 

(2) Second Plan 

6680 

9180 

10580 

8920 

28680 

(1956-61) 

(23.29) 

(32.29) 

(36.89) 

(31.10) 

(100.00) 

(3) Third Plan 

11960 

15900 

27380 

12720 

56000 

(1961-66) 

(21.36) 

(28.39) 

(48.89) 

(22.71) 

(100.00) 

(4) Annual Plan 

12820 

17820 

19170 

16480 

53470 

(1966-69) 

(23.98) 

(33.33) 

(35.8.5) 

(30.82) 

(100.00) 

(5) Fourth Plan 

45620 

54210 

47310 

49490 

151010 

(1969-74) 

(30.21) 

(35.90) 

(31.33) 

(32.77) 

(100.00) 

(6) Fifth Plan 

82720 

109360 

103750 

40440 

253550 

(1975-79) 

(32.62) 

(43.13) 

(40.92) 

(15.95) 

(100.00) 

(7) Sixth Plan 

269520 

287770 

294790 

122950 

705510 

(1980-85) 

(38.20) 

(4a79) 

(41.78) 

(17.43) 

(100.00) 


Note Figures in parentheses represent percentage to total. 
Soutxx: Rao (1987). 
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nporlBd to hiiiw dtdfled tint the dbdctkn 
of the oomniuion caimot be cuitailed bf 
the TOR. Howem; dn poeitioii in lew needs 
to be settled btyoad doubt. 

The next set of issues involvfaig the inter- 
pictstion of the constitution erising out of 
the enhugement of the EC’s jurisdiction 
relate to the respective role of the transfers 
contemplated under Article 27S of the con¬ 
stitution and those under Article 282 and the 
roles of the planning commission and the 
PC. As is known,’with the advent of 
planning. Plan giants tognher with discre¬ 
tionary tnnsfien both of which are made by 
the centre under Article 282 have over¬ 
shadowed the transfers made under the 
dispensation of the PCs. Ihe last three PCs 
(Sixth, Seventh and Eighth) no doubt gave 
grants for purposes of capital expenditure 
also and the term “grants-in-aid” of revenue 
has been used in a wider sense. But the 
capital giants were taken as plan resource for 
the Seventh Plan by the planning commis¬ 
sion. If, as seems contemplated now, the PC 
also is to make recommendation for transfer 
for the Plan, both revenue and capital, the 
question arises, drouid they come under Ar¬ 
ticle 275 only? Or, can the PC make recom¬ 
mendation under Article 282 also? Con¬ 


versely, can substantial amounU out of the 
Consolidated Pund of India be transferred 
by the centre under Artide 282, therdry 
restricting the scope of transfen through the 
PC as is the case at present? In other words, 
what precisely was ccmtenqrlated by the con¬ 
stitute mate’s while providing two parallel 
channels of transfer? Were both the chan¬ 
nels to be used in equal measure or was 
Article 282 meant only to be a residuary or 
supplementary to Article 275? 

It may be recalled that the question was 
gone into at some length by the Study Ibam 
of the Administrative Reforms Commission 
on centre-state lelatioiuhip. After a detailed 
inquiry, Uie study team took the view that, 
in the U^t of the fuidings of the oepett com¬ 
mittee of the constituoit assembly which 
laid the foundations for the present provi¬ 
sions relating to centre-state flnancial idar 
tions, the legality of the use of Article 282 
for transfer in the maimer in which they have 
taken place cannot be questioned. 

The question relating to the scope of Ar¬ 
ticle 275 as also the principles, which should 
govern the grants-in-aid of revenues of the 
states (whether they cover both general 
giants and grants for broad but specific pur¬ 
pose) had bothered the PCs also right from 


Tahii 6: Rank OiHRbLAiioN BETwriN SDP Rlmnii^oi- MajokSiaies 



Total 

Own 

Plan 

Total 

I'lnanee 

Shared 

Statutory 

Other 


Revenue 

Revenue 

Grants 

Grams Commis- 
.ssion 

Devolution 

Taxes 

Grams 

Grant.s 

Rank Corln 

1970-71 

0.84* 

0.87* 

0.22 

0.19 

-0.27 

-0.09 

-0.23 

0.31 

Rank Corln 

1975-76 

0.85* 

0.88* 

0.38 

0-03 

-0.45 i 

0.15 

-0.37 

0.72* 

Rank Corln 

1980-81 

0.58* 

0.65* 

-0.29 

0.42 

-0.40 

- 0.45** 

-0.22 

-0.27 

Rank Corln 

1985-86 

0.73* 

0.79* 

-0.24 

- 0.37 

- 0.57** 

0.55 

-0.47’ 

0.05 


Nviey. * Significant at 1 per cent level. 
•• Significant at 5 per cent level. 
-» Significant at 10 per cent level. 


Table 7: Rank CoBRELAXtoN between Own Revenue and GRANTS/DEvoLuxtoN 


Rank 

Correlation 

Shared 

Taxes 

Statutory 

Gram 

Other 

Grants 

Plan Grant 

Total 

Develution 

Finance 

Commission 

Devolution 

1970.71 

-0.87 

-0.41 

-0.55** 

-2.29. 

-0.17 

-0.45* 

1975-76 

0.13 

-0.59** 

0.72* 

-0.44* 

- 0.22 

-0.65* 

1980-81 

-0.34 

-0.71* 

-0.38 

-0.22 

-0.28 

-0.49‘ 

1985-86 

-0.76* 

-0.71* 

- 0.04 

-0.18 

-0.64** 

-0.81* 


Notes: * Signifleant at I per cent level. 
** Significant at 5 per cent level. 
4 Significant at 10 per cent level. 


the begimiing. The Pint PC took the view 
that the giants contemplated under Article 
275 covered both types of grants. The Se¬ 
cond PC also had some doubts on the ques¬ 
tion but on a reference to the president vrere 
advised that the PC could make recommen¬ 
dation only regarding grants-in-aid under 
clause I or Article 275. Nevertheless, the 
Second Commission, like the Pirst, made a 
comprehensive assessment of the needs of 
the states induding those arising from the 
Plan and took the position that its grants- 
in-aid should serve the requirements of 
planned development alsa 

Faced with the same question, the Third 
Commission too considered it arbitrary to 
draw a line between Plan and non-PIan ex¬ 
penditure and took the view that the entire 
revenue budget of a state—both nan and 
non-Plan—should be taken as an integral 
whole: Accordingly, they made recommen¬ 
dations for grant-in-aid which would enable 
the States along with any surplus out of the 
devolution to cover 75 per cent of the 
revenue component of their Plans. In deter¬ 
mining the revenue component the Commis¬ 
sion had taken account of the additional 
resources to be raised by the states as incor¬ 
porated in the Plan. In making this recom¬ 
mendation, the Third PC were influenced, 
amongst other things, by the fact that the 
nan contains repetitive s^emes. The eipen- 
diture on this is unavoidable and is of the 
nature of committed expenditure: In some 
states this absorbed almost Vird of the 
revenue component of the Plan. The 
member-secretary of the Third Commission, 
however, did not accept this view and felt 
that the practice of making grants from the 
centre for the revenue component of the 
Plan should continue to be made on an year¬ 
ly appraisal of the requirements of the states 
and the centre’s ability to meet them. The 
government of India accepted the minute of 
dissent by the member-secretary and did not 
accept this part of the recommendations of 
the Third Finance Commission. 

The Fourth and the Fifth Finance Com¬ 
missions accepted the position which emerg¬ 
ed out of the decision of government of 
India to reject the majority view of the Third 
Commission on this point and restricted 
themselves to an assessment of non-Plan 
revenue gap. The Fourth FC rejected the 
alternative view on the ground that “it would 
blur the entire division of functions between 
this Commission and the Planning 
Commission”. 

This is the history behind the limitations 
which have come to restrict the PCs* inquiry 


Table 8: Rank CoEFFiaENX of Varia’hon in Per Capita SDP, Revenues and Federal Transfers 


Year 

. State 

Domestic 

Product 

Ibtal 

Revenue 

Own 

Revenue 

Shared 

Ihxes 

Total 

Grants 

Plan 

Grants 

Statutory 

Grants 

Other 

Grants 

Total 

Devolution 

Finance 

Commission 

Devolution 

1970-71 

27.09 

26.41 

44.04 




133.48 

79.43 

25.25 

22.48 

1975-76 

30.16 

26.62 

42.38 

4.76 

55.12 

33.37 

124.82 

71.96 

22.19 

27.53 

1980-81 

31.54 

21.49 


9.27 

4Z63 

51.23 

207.01 

53.30 

16.85 

11.60 

1985-86 

32.18 

23.12 

42.90 

18.39 

37.20 

47.60 

160.01 

39.54 

23.28 

24.59 
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only to the non-Plan put of the state Conuniirioo aU capital gmnts; even the 
budgets. Nevertheless, the subsequent FCs capital requiremenU of a sUte ouqt be pro- 
have made some revenue grants for capital perly met by grants-in-aid undm Article 
expenditures. Thus the Eighth Commission 275(1) made on the recommendation of the 
recommended a total grant of Rs 967 crore Finance Commission” If a view is taken that 

for n pitnirfatinn . of whkh as much as Rs 782 there is no such legal bar, thro there might 

crore was for capital works. But the limita- be an overlap between the Planniiig Com- 
tions on the FCs’ rok it appeared, had come mission and the FC. How are the lines to 

to stay. Now that the removal of these limita- be demarcated? Can the FC which have 

tions has led to a controversy, the questions limited time and resources at their disposal 
that need to be answered are: take «>*» ‘he functioins of the Planning 

(i) Does Article 282 permit transfer of Commission? Or should the FC merdy take 

funds by the centre to the stales or one the revenue part of the Plan as estimated by 
state to another for specific public pur- the Planning Commission as given? Or can 
poses only as a residuary head of the FC be created as a permanent body to 
transfer as the marginal heading of the take over some of the tasks of the Planning 
Article (vie, “Misc Financial Provi- Commission and/or oversee the smooth im- 
sions”) suggests or does it enable the plementaion of their recommendations? 
centre or the sutes to make transfers What could be the parameters for defin- 
freely for purposes outside their respec- tng the jurisdiction of the FC or for that 
live jurisdictions as defined in the matter any such body should not, however, 
constitution? he judged only by the criterion of legality. 

(ii) Article 280(3Xb) of the constitution en- It is necessary to see whether the changes 

joins on the FC to make recommenda- sought to be made in the role of the FCs and 
tions on the principles which should the pattern of their awards are not merely 
govern the grants-in-aid of the revenue permissible in law but also justified on 
of the stalc-s out of the Consolidated merits from the migles of equity, efficiency 
Fund of India. Grants under both Ai- and acceptability by the parties concerned, 
tide 275 and Article 282 come out of The implications of the apparent enlarge- 
Consoiidated Fund of India. Can it ment of the TOR’s jurisdiction and the tasks 
therefore be argued that the FC can set for the NFC therefore should be examin- 
recommend grants-in-aid under both ed in the light of the working of the 
these provisions? mechanism for governing the finandal rela- 

(iii) Does Article 275 authorise genera) or tion between the centre and the states as laid 

untied grants or does it also permit down in the constitution and as it has evolv- 
specific or conditional grants? ed over the years, its strengths and 

(iv) Can grants be given under Article 275 weaknes.ses. 
for capital purpose also? 

The answer to the question posed above 
will also have a bearing on the legality of |Y 

the TORS of the Fourth to Eighth Commis- „ , . # • 

sioas which precluded the Commission from Mechaniam tor Devolution of 
looking into the Plan budgets including the Federal Funds: Strength 

capital part. Although asking questions mid Weaknesses 

relating to the earlier Commissions’ TOR 

might look academic, now the points have Recognising that the allocation of respon- 
acquired significance in the context of the sibilities or functions and powers between 

present Commission’s 10R. the centre and states cannot but create a 

It may be recalled in this context that “vertical imbalance”, as the states would not 

Justice Rajamannar, chairman. Fourth have adequate source of funds to meet their 

Finance Commission, in his minute had responsibilities, and also drawing on the ex- 

observed that “There is no legal warrant for perience of the pre-independence days, the 

excluding from the scope of the Finance Indian constitution provided for transfer of 

TAi«r9 Borkowini.s oi StAii. Govi knmlnis 



984-85 

1985 «6(Rr) 

(1) Capital Receipts (Gioss) 

02.82 

131.77 

of which: 



Loans from Centre (Ciros.s) 

59.10 

81.95 


<-54.3) 

(62.2) 

(2) Repayments 



(ii) Discharge of Internal Debt 

5.97 

5.48 

(ii) Repayments to Centre 

23.30 

25.06 

(iii) Total (i) and (ii) 

29.27 

30.54 

(3) Net Borrowing of Slates 

79.55 

101.23 

o/ which 



From Centre 

35.80 

56.89 


(45.1) 

(56.2) 


Noir. Figures in brackets indicate percentage to respective totals. 
So«/re: RBI Bulletin, November, 1986. 


ftmdb fton the oentR ID the stata by (lO per¬ 
mitting the states to colleel and r^n the 
proceeds of certain taxes levied by the cen¬ 
tre, (b) assigning some of the taxes to be 
levied and collected by the centre to the 
states, (c) sharing of certain taxes between 
the centre and the states, and (d) through 
grants from the centre. In order that the im¬ 
balance in the functioru and fiscal powers 
of the states did not affect their autonomy, 
the constitution also provided for the ap¬ 
pointment of a finance commission by the 
president at least once in every five years, 
lb repeat, the functions to be assigned to the 
FC, as envisaged in the constitution are to 
make recommendations regarding (a) the 
distribution between the centre and the states 
of the proceeds of taxes which are to be, or 
may be, shared by the centre and the alloca¬ 
tion between the states of their respective 
shares; (b) the principles which should 
govern the grants-in-aid of revenue of the 
states in need out of the centre’s funds; and 
(r) ‘any other matter which may be referred 
the president “in the interest of sound 
finances”. The centre can also make grants 
to the states’ for “any public purpose”. 

The mechanism of federal transfers 
described above was designed also to cor¬ 
rect the “horizontal imbalances”, that is, the 
sharp disparities in the scale and level of 
public services among the states resulting 
from difference in their economic structure 
and level of development. This is a well 
established goal of all federations and needs 
to be ensured in the interest of stability and, 
harmonious relations. 

While these arrangements have provided 
a flexible mechanism for the operation of 
fiscal federalism, there is a widespread feel¬ 
ing that they have proved inadequate and 
what is more, there has been a trend towards 
greater centralisation and dependence ol the 
states on the centre than is conducive to the 
good federal governance in a country like 
India. Apart from the political environment, 
factors which appear to have generated this 
feeling mainly are: 

— Growing dependence of the states on the 
centre for financial resources and accen¬ 
tuation of vertical imbalance; 

— Devolution of federal funds through noii- 
statutory channels: 

— Encroachment by the centre into the 
states’ spheres via the use of concurrent 
powers especially since the adoption of 
planning and on the states' powers of 
taxation in various ways; 

—Narrowness of the base of taxes coming 
within the jurisdiction of the states and 
exclusion of heads like corporation tax 
from the sharable pool; 

—Reluctance on the part of the centre to 
levy and collect taxes which were meant 
for the state under Articles 268 and 269 
of the constitution; 

—■tendency on the part of the centre to 
avoid raising mdre revenue from taxes 
proceeds which are sharable (like pa- 
sonal income tax) and turn more to those 
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wUdi do not |o to the dividble pool 0ikB 
niichaige on income tax, coiponniim tax 
and adminiateied pricm^ and 
—Concentiation of powm of borrowing 
and control over banking and cqrital 
market in the centre. 

DisutisfiRction with the arrangements for 
devolution of federal funds is expressed also 
on the ground that these have not helped to 
correa the “horizontal imbalance^ among 
the federating units and disparities in their 
per oipita incomes are growing (Gulati and 
George, 1987). 

For a proper appreciation of the validity 
of these criticisms one has to look at the 
trends in vertical and horizontal imbalances 
over a period of time. 

ytirncAL AND Horizontal Imbalances. 
AND Roi E or Finance Commissions 

While as argued by some, iherc may be 
a case for making the entire tax revenue of 
the centre sharable so that there is no induce¬ 
ment for concentrating on any one ol the 
lax heads to the relative neglect of others 
(Dana, 1984), whether there has actually 
been a trend towards undue ccntiali.saiion 
of budgetary resources should be examined 
with reference to the proportion of resources 
accruing to and appropriated by the centre 
and the proportion flowing to the states, and 
not b) the tally of tax heads going into the 
divisible pool. For, after all. even if all 
rceeipt.s ut the ' entre were made sharable, 
the fraction fixed by the FC for the division 
between the centre and the slates would 
ultimatc'v dcteiminc the volume of rc.sources 
accruing to the icspcitivc governments. 
Wtiai iheieforc matters is the proportion of 
revenue laised by the centre and wha* is the 
proportion which is trauslcrrcd to the states 
and how. Simtlarly. the question of accen¬ 
tuation ot vertical imbalance also should be 
examined with rclcrcncc to the gap between 


fhe resouren which the states are able to 
raise on thdr own and tlreir responsibilities. 

In judging the degree of vertical im¬ 
balance or the gap between the revenue of 
the states raised by themselves and their 
responsibilities one should compare the 
ratios of their revenue eipenditure to the ag¬ 
gregate revenue expenditure of the centre and 
the states taken together, with that of their 
own revenue in the aggregate revenue. 
Whether the gap has increased or not over 
the years can be seen from the time trend 
of these ratios. Another way of looking at 
the degree of the states’ dependence is to take 
the proportion of revenue expenditure of the 
states financed by their own source revenue 
and their time trend. Relevant ratios for five- 
yearly pciiods beginning 1960-6S and ending 
1980-85 along with those for the year 
1985-86 arc given iR Ihbles 1 and 2. The 
tables also give the ratios of the states' share 
to total expenditure (revenue plus capital) of 
the government, stales' lax revenue to ag¬ 
gregate tax revenue and states' own total tax 
revenue to their aggregate tax revenue. 

It will be seen that the proportion of 
states’ revenue expenditure in the aggregate 
revenue expenditure of the government in 
India has lemaincd around 56 to 58 per cent 
in the last 25 years or so while their own 
revenue receipts have formed only around 
35 per cent. The stability of these ratios 
would, on the face of it, suggest that while 
there is a gap between the responsibilities of 
the states in the matter of provision of pubhc 
services and their share in the aggregate 
revenue of the government, there has not 
been any appreciable increase m the im¬ 
balance over the years. However, the propor¬ 
tion of the states’ revenue expenditure 
financed by their own revenue receipts has 
registered a decline in recent years from 68 
per c<*nt m 1975-80 to 60 per cent in 1980-85 
and 56 per cent in 1984-85. Evidently, the 
gap between the cxyicndiiure and receipts has 


increueif and this u being made Df| by 
devolution from the centre. Viewed thus, the 
dependence on the centre has increased. 

However, it is also relevant to note that 
the states’ share in the aggregate tax revenue 
has not declined; rather it has registered an 
almost steady increase for about 42-43 per 
cent in the 1960s to over 50 per cent in the 
1980$; reflecting a larger accretion of tax- 
revenue to the states via devolution through 
finance commission’s.adjudication. Con¬ 
versely. even though the centre has been rais¬ 
ing resources through revision of adminis¬ 
tered prices and so on, the share of total 
revenue receipts appropriated by it, that is, 
after devolution to the stales has not shown 
any appreciable rise. If anything, there has 
been a slight decline. This is evidenced fur¬ 
ther by Tkble 3 which shows that current 
transfers as a proportion of gross central 
revenue has not come down, rather has 
registered an increa.se since the early 
Seventies. 

It may be argued that the degree of ver¬ 
tical imbalance and states’ dependence sug¬ 
gested by the ratios presented here is 
misleading since the figures of revenue and 
expenditures taken for these ratios include 
those on centrally sponsored schemes which 
are really of the centre’s choice, and for a 
proper assessment of the trends the figures 
•jelating to these schemes should be taken 
out. The proportion of amounts meant for 
the centrally sponsored schemes in the total 
expenditures of the states was however not 
more than 2 per cent or so until recently. 
Hence the conclusion drawn here would 
seem to-hold good even if adjustments are 
made to exclude the expenditures on account 
of these schemes though it must be added 
that, of iate (since 1980-81), the proportion 
of expenditure on these schemes in the total 
expenditure of the states has shown a .sharp 
rise going up to nearly 10 per cent (double 
the proportion of grants for these schemes 
vide Ihbic 4). 

Although apparently the degree of vertical 
imbalance has not increased appreciably, it 
seems that the dependence of the states on 
the central funds has increased since the pro¬ 
portion of these expenditures financed out 
of their own revenue has declined and cur¬ 
rently about 44 per cent is met out of 
transfers while in 1950s the proportion was 
only about 25-30 per cent. Though paradoxi¬ 
cal, this phenomenon may be due to the fact 
that though the states have been able to 
maintain their share in the total revenue 
receipts, their expenditures have grown faster 
than their revenue growth and this has been 
the case at the centre too. The degree of 
dependence on the centre noticeable here is 
not uncommon among federations. Con¬ 
siderations of eftlciency and economy of 
scale suggest centralisation of certain tax 
powers while decentralisation is indicated in 
several areas of provision of public services. 
While theoretically one can think of an op¬ 
timum degree of vertical imbalance, what 
should be the optimum in a given situation 


1 SBl I 10; STSTbs- Dr.irr Position 


Slates Ratio (Pei cent) of Repayment of Interest and Principal to Gross Loans 

msa-sy ■ ■ ■" 1985-86 Rh 



Central 

Loans 

Internal 

Debt 

Total Loans 

Central 

Loans 

Internal 

Debt 

Total Loans 

Andhra Pradesh 

65.44 

120.17 

76.71 

48 19 

63.43 

52.73 

Assam 

49.90 

102.87 

53.26 

36.88 

110.% 

40.91 

Bihar 

67.06 

67.13 

67,07 

58.88 

45.74 

56.98 

Gujarat 

51.03 

80.09 

56.05 

46.01 

9.86 

23.99 

Haryana 

76.94 

82.43 

78.63 

84.61 

63.59 

78.65 

Himachal Piadcsh 

52.94 

134.55 

61.97 

45 44 

101.96 

53.14 

Jammu and Kashmir 

54.30 

62.92 

54.99 

.34.14 

49,83 

35.64 

Karnataka 

68.59 

97.81 

74.34 

62.70 

86.51 

66.65 

Kerala 

106.06 

103.71 

105.55 

66.01 

60.% 

65.09 

Madhya Pradesh 

47.75 

68.65 

51.87 

59.14 

75.24 

61.13 

Maharashtra 

46.26 

95.13 

52.71 

43.10 

111.70 

49.24 

Orissa 

87.58 

58.34 

77.48 

65.’1 

51.48 

60.50 

Punjab 

49.15 

160.88 

59.37 

30.94 

245.43 

43.05 

Rajasthan 

94.97 

NA 

NA 

79.85 

66.53 

76.23 

Ihmil Nadu 

64.22 

105.73 

74.73 

67 22 

93.71 

72.46 

Uttar Pradesh 

62.70 

69.03 

64.34 

54.93 

71.18 

58.92 

W»t Bengal 

106.03 

73.21 • 

99.13 

74.56 

64.94 

73.02 


Source: RBI Bulletin, November, 1986. 
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is not easy to specify. Oiven that, some 
dccne of dependoue on the federal transfers 
it perhaps Unavoidable, the question to ask 
is. arc the transfers decided on the basis of 
objectively defined and accepted principles 
and by an authority whose impartiality is 
above question? 

An important reason for unhappiness 
with the existing system of federal transfers 
seems to be that contrary to what was pro¬ 
bably intended the bulk of the federal 
transfers is taking place through channels 
other than the finance commission’s awards 
or “statutory transfers” as they have come 
to be known. As Table S will show, more 
than SO per cent of the total federal transfer 
takes the form of “plan assistance” and 
discretionary gtnnts The proportion of 
statutory transfers has gone up over the years 
from 31 per cent in the first Plan period to 
over 40 per cent at present but even so. Plan 
transfers account tor 42 per cent and discre¬ 
tionary grants abciii 17 per cent. While 
transiers for the plan ate guided now by the 
Gadgil lorn-.u'a, ilic- do not have any con¬ 
stitutional sanction of ilie kind which the 
devolution through I C'\ awards carry. The 
same applies all the more to discretionary 
transfers. Dependence as such might not be 
so objectionable had the transiers been made 
through siiitut.'ry channels on the basis of 
equitable principles and not through the 
planning commis.sion which is a creature of 
the centre (Uandekar, 1987>. 

Another point of criticism ot the federal 
transfers especially tho.se made through the 
planning comniUsion has been that they 
haste not helped in the equalisation ol in¬ 
come levels or fiscal capacities and public 
services to the desired extent. 

It is pointed out ihai the rank correlation 
between per ciipiia state income in 1973-76 
and staiuiorv iransters lo 14 major states (ex¬ 
cluding .Assam) during the year 1979-84 
turns out to be (- ) fl.746 as against 
(-) 0..363 for plan assistance and(-f)0..552 
for non-.slaiuiorv, non-plan transfers (Gulati 
and George, 1987), Fxercises carried out in 
the NiPFP show that while there is a high 
(and statistically significant) degree of tank 
correlatiisn between SDP of the major states 
and their total revenue (all per capita), this 
is primarily traceable to the Itigh conelation 
between own revenue and SDP per capita 
(Ikble 6). As is to be expected the rank cor¬ 
relation between SDP and total revenue (that 
is, including devolution) is less than that bet¬ 
ween SUP and own revenue, reflecting the 
equalising effect of the federal transfers. 
Moreover, the correlation lta.s decreased over 
the years although there seems to be a rever¬ 
sal of the trend in 198.^-86 It is to be noted 
that the rank correlation between SDP and 
total devolution has been negative only for 
1980-81 and 198S-86 and not significant, 
while devolutions through PCs' awards for 
these two years have been negative through¬ 
out and significant. It is also noteworthy that 
the rank correlation of tax devolution turfts 
out to be negative and significant and also 
stronger than that for statutory grants in re¬ 


cent years. The findfngi given here luggest 
thu in the award of the last two finance 
commissions, shared taxes have been more 
equalising thiui the statutory grants. On the 
face of it, this looks somewhat surprising. 
What probably explains this phenomenon 
is the higher weightage given to the inverse 
of per capita SDP in the formulae for tax 
sharing in these two commissions* awards. 

Rank correlation coefficients between 
own revenue and federal transfers show that 
there is strong negative association between 
own revenue and total devolution but the 
correlation is significant and more pro¬ 
nounced for devolution through FGs' awards 
(Table 7). These exercises confirm that the 
federal transfers have on the whole had an 
equali.sing effect on the revenue capacity of 
the states and that the transfers through FC 
awards have exercised a stronger influence 
on equalisation than transfers through other 
channels. It is also clear that the awards of 
the last two PCs have had a more pronounc¬ 
ed equalising effect than before. That federal 
transfers have had some equalising effect is 
evidenced also by the finding of another 
NIPFP study that while inter-state variations 
in own revenue has increased, that in per 
capita revenue expenditure of the govern¬ 
ment at the state level has not worsened 
(Rao, 1987). 

While the FCs are complimented on their 
role in securing a more equitable transfer of 
federal funds than those occurring through 
the other channels, two features of the 
awards of the commission have been com¬ 
mented upon as having exerted an unhealthy 
influence on the Indian Fiscal system as a 
whole. These are: first, since the Fourth FC 
the task of the FCs has been viewed as one 
of as.se.ssing the non-plan revenue gap of the 
states and ensuring that the states can begin 
their plan exercise without any shortfall in 
their current account. This approach —viz, 
“gap-FiIling’—is believed to be responsible 
for generating an environment of Fiscal in¬ 
discipline in India all round. The large 
deHcits appearing on the government’s 
revenue budgets are attributed in the ca.se of 
the centre, partly to the rise in the devolu¬ 
tions occurring since the Seventh FC’s 
recommendation and in the case of state.s, 
to the practice of virtually underwriting the 
revenue gaps by the FCs. In enjoining on the 
NFC, to keep in view the objective of not 
only balancing receipts and expenditures on 
revenue account of both the stales and the 
centre, but also generating surpluses for 
capital investment, the TOR of NFC reflects 
the anxiety of policy makers over the im¬ 
balance in government budgets which has 
been almost chronic and which if allowed 
to go unchecked might jeopardise planning 
itself. 

Secondly, there has been a decrease in the 
proportion of grants-in-aid and a rise in the 
lax devolution component in the FCs’ 
awards. This is presumably because in terms 
of Article 270, the central income tax 
revenues have to be compulsorily shared 
while union excise duties can be and are 


ictuaUy being shaitd. In ot{icr woitli, some 
devolution of taxes to all states no matter 
whether or not they are in need of such 
devolution is built into the system and, as 
may be seen from Ihbie S, the proportion 
of “shared taxes” in the statutory devolu¬ 
tion has tended to increase. In the Sixth Plan 
period in particular which is covered by the 
award of the Eighth Finance Commission, 
lax devolution constituted nearly 94 per cent 
of the total statutory transfer as against 76 
per cent in the preceding five years. This, it 
is felt, affects the equalising impact of the 
statutory transfers. 

Successive finance commissions have tried 
to achieve equalisation by making the tax 
sharing formula more progicssive. For uidon 
excise duties, backwardness is given substan¬ 
tial weightage but income tax was for a long 
time shared on the basis of population 
(80-90 per cent) and contribution or collec¬ 
tion (20 to 10 per cent). It was only the 
Eighth Finance Commission which unified 
the sharing formula with 25 per cent on the 
basis of population, 25 per cent on the basis 
of income adjusted total population (inverse 
of per capita income x population) and 50 
per cent on the basis of distance of per 
capita income from the per capita income 
of the richest state multiplied by population. 
Even under the Eighth Finance Commis¬ 
sion’s awards, 10 per cent of the divisible 
pool of income tax is to be distributed on 
the basis of collection or contribution and 
l/9th of the excise duties on the basis of 
deficits of the states. But as noted above, the 
equalising effect of transfers under the 
Eighth Commission is more pronounced 
than bcfoi^. The enlargement of the FC’s 
role in federal transfers, thetefore, should not 
cause untjuc concern. 

Nevertheless, the fact remains that dis¬ 
parities in per capita .SDP among the states 
is growing and the federal transfers do not 
seem to have matched this trend. That the 
equalisation of federal transfer or even 
statutory transfer has not proceeded in .setp 
with the growing disparity in the per capita 
incomes (and so Fiscal capacity of the states) 
can be seen from a comparison of changes 
in coefficient of variation in per capita SDP 
and own revenue with those in total devolu¬ 
tion and FC devolution (Table 8). While 
there is a clear indication of reduction in in¬ 
equalities in the revenues of the state govern¬ 
ment by virtue of the lax devolution (coef- 
Ficient of variation has increased and is 
strongly negative), this impact seems to have 
been neutralised by transfers through other 
channels. 

Another cause for anxiety over the ex¬ 
panded role of the FC is that despite at¬ 
tempts to scrutinise and adjust the projec¬ 
tions of revenue and expenditures of the 
states (and since the Eighth Commission, of 
the centre also) by applying certain objec¬ 
tive criteria or norms and assess the likely 
non-Plan revenue gap on their own, the FCs 
have invariably endM up by mostly accep¬ 
ting what the states present as fail accompli 
with minor changes and recommending 
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tnuutim wUdi fcinc l«ae ravenue (urpluMi 
in the hands of some states whilosome are 
able to just bridge their gap. The surplus left 
on revenue after discretionary devolution has 
increased deven-fold in tte course of a 
decade between the period covered by the 
Sixth Finance Conunission and that Iv the 
Eighth Conunisaon (Lakdawala, 1984). This 
is perhaps unavoidable so long as there is 
smne compulsory sharing of tax revenue and 
grants-in-^ play a relative minor role in the 
statutory transfers. 

What has added to these concerns is that 
there have been inroads into the tax jurisdic¬ 
tion of the states (e g. through the expan¬ 
sion of the base of central excise which ideal¬ 
ly should have been selective) and the cen¬ 
tre has pre-empted the states' share of excise 
by raising resources through administered 
price rise. While as shown earlier even with 
all this centre's share in the aggregate tax 
revenue of the centre and the states has not 
gone up (Utble 2). it has to be recognised that 
the tax revenue of the states have suffered 
because of the reluctance on the part of the 
centre to levy and collect some of the taxes 
the proceeds of which would, under the con¬ 
stitution, have accrued to them by virtue of 
Article 269. 

Another important factor which seems to 
have contributed to the feeling of unfairness 
on the part of the centre is the cornering of 
the market loans and borrowings and the 
control exercised over the allocation of in¬ 
ternal loans. As a re.sult of the control over 
borrowing by states, the states have come to 
rely primarily on the centre for loans for 
fingnciitg investments. As of 1984-85, loans 
from the centre constituted nearly 54 per 
cent of the gross capital receipts of the states 
and 45 per cent of the net receipts. For 
1985-86, the proportions work out to 67. per 
cent and 56 per cent respectively (Thble 9) 
As on March 31,1986, of the total outstan¬ 
ding debt of the states from the centre form¬ 
ed 71 per cent of their outstanding debt. In 
1950-51, this proportion was 29 per cent. 
Considerable disparities mark the distribu¬ 
tion of central loans among the .states; some 
of the richer states getting a larger share than 
the poorer ones and the logic behind the 
distribution is not clear (Chelliah, 1983). 

There is a similar feeling of unfairness in 
the matter of access to external loans. The 
practice of the centre retaining 30 per cent 
of external assistance given for projects and 
lending ^0 per cent to be repaid in fifteen 
years at a much higher rate of interest than 
payable by the centre has also been a bone 
of contention. 

Because of the onerou$ terms, it is said, 
several states are already in the debt trap and 
many are clos( to it .(Table 10). 

Ikska for Ninth Finance 
Commission 

Viewed in this background, the enlarge¬ 
ment of the tasks set for the NFC might not 
look unreasonable, and they might not have 


raised such a controversy had there been a 
prior formal oonsultatian with the states and 
the draft TOR publidted in advance for an 
open debate. Questions of 1^ and pro¬ 
cedural propriety apart (though these are 
also equally important in a federal set up), 
the substantive iuues that the TOR of the 
NFC have raised may be summed up as 
follows: 

—How to formulate the principle of a nor¬ 
mative approach which will be fair and 
at the same time not amount to imposi¬ 
tion of subjective judgment? Should the 
NFC accept all expenditure of the states 
and centre at the present level as com¬ 
mitted and apply brakes on some for the 
future or should they set up physical and 
financial norms for select^ or common 
items of expenditure leaving out the un¬ 
common items as some have suggested? 
Or should the norms be formulated only 
in aggregative terms as suggested by 
some (Lakdawala, 1987)? 

— How will the NFC go about the task of 
not only balancing the revenue budgets 
of both the centre and the states but also 
generating surpluses for investment? In 
a way this seems to be the most challeng¬ 
ing task set for the NFC and the end 
result of the NFC's dctciniination will 

• probably be judged by the extent to 
which this objective is met. 

-■ In the course of their inquiry into how 
surpluses can be generated for capital in¬ 
vestment, can the NFC suggest or impose 
judgments about the propriety of certain 
expenditures or call for a curtailment of 
imcsimeni? 

— Will the NFC accept centre’s expenditure 
on items like defence, interest and sub- 
sids as committed? 

— Arc the norms relied upon by the FC go¬ 
ing to be enforced? If so, what would be 
the mechanism? What would be the 
sanction againM violation of the norms? 
Will it be left to the states and the cen¬ 
tre to do what they like once the PC’s 
awards become operative? Or will there 
be monitoring? Or is it the idea that the 
norms used by the FC will also be ap¬ 
plied by the planning commission? 

— In making out norms for assessing the 
revenue potential, will the NFC take into 
account the potential for raising the 
available taxes particularly direct taxes 
(income tax in the case of the centre and 
property and agricultural taxes in the 
case of the states)? Will they also look 
into the merits of various exemptions and 
concessions given in the tax system of 
both the centre and the states? 

—Will the NFC assess the tax revenue 
potential of the states already taking note 
of the possible yield of taxes which the 
centre can levy and collect but the pro¬ 
ceeds of which are to go to the states 
(e g, the u.xes on sale and purchase of 
newspapers and advertisements and the 
consignment tax)? 

—What should be the relative weights of 
tax devolution and grants-in-aid in the 


Statutory tnuisfers? If, as is urged hy 
some; tire divirible pool should be taken 
as one, resources bring fungible, should 
the distribution be made more throu^ 
gianu-in-aid so that the bias inherent in 
tax devolution in favour of richer states 
is avoided (Sarma, 1987)? Or is it possi¬ 
ble to introduce a greater degree of pto- 
gressivity in the formula for allocation 
of shared taxes than before, so that the 
ends of equity ate met without allowing 
too much intrusion of subjective 
elements? The {Honounced equalising ef¬ 
fect of the Eighth FCs formula seem.x to 
suggest that this is possible though how 
far'this can be carried needs investi¬ 
gation. 

>How will the NFC assess the plan com¬ 
ponent of the revenue budget of the 
states until the plan is finalised? Will they 
undertate the ta.sk themselves of will they 
obtain an estimate from the planning 
commission? 

-Will the NFC assess the debt position of 
the states after taking into account the 
requirement of plan programmes and if 
so how will they go about it? Can they 
take over the functions of the planning 
commission? 

- Will the NFC make recommendation for 
transfer under Article 282 also? If so, 
what would be the role of planning com¬ 
mission in the future? 

- As for debt and borrowing, the past FCs 
have been making recommendations for 
debt relief of the states by rescheduling 
and so on but this docs not seem to have 
yielded a satisfactory solution and it alsc 
tends to breed an unhealthy attitudt 
towards debt on the part of the states 
The problem has become intractable, a: 
there is no source from which even thi 
richest states can repay their loans to tht 
centre. It has been suggested that tlu 
terms and conditions might be morr 
liberal right at the beginning (I.akdawala 
1984). What could be the right lines o 
solution to thig problem? Or should tht 
task of overseeing the loan problem ant 
allocation of loans be given to Nktiona 
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Loons Coundl as is sometimes suggested 
(CheUioh, 1983)7 

—Among the items in the TOR which have 
raised strong protests, a prominent one 
is the suggestion for merger of additional 
excise in lieu of sales tax in basic excise. 
Can the NFC ignore this in case they feel 
inclined to do so? 

—Can the NFC devise a way of tav.kling 
di-saster relief which will be lair and ac¬ 
ceptable and at the same lime avoid the 
unhealthy tciidcncies which the existing 
systems seem to have given rise to? 

—The constitutional mechanisms for inter¬ 
governmental transfers in the Indian 
system have taken no account of the re¬ 
quirements oi local goscnimcius. Many 
ol the local bodies including large 
nuiiiicipal cuipoiations li.oe come to 
depend licavils im siihs'cntioiis troni iheii 
respeciisc stale fovemments. These 
subvciilions are given mostly b\ way ol 
gap lillini! and not based on any .>ound 
principle. As a icsiili, lliere has been a 
tendency lowaid-. lack ol cl'loii to laisc 
resources on the p.iit ol local govern 
meals Alsts it has leu to disparities and 
inequities us lielwecii uibun uieas (Datta, 
Ahhijit. IWJI. There is no specific 
lelcrciicc to these deficiencies in the fOK 
of the Nl-t B i' finances ol local bodies 
may have to he gone into in as.ses.sing the 
budgetary leqiiirenienls ol the .slates 
Will the NR' look into local linanees 
also and if so, how'* 

In conehision it needs to be added that 
for evcilving a saiisl.icioiv institutional 
airangcment lo lake cuie ol the problems in 
centre slate rinancial relations, and correc¬ 
ting the dcficieneies which have come to 
notice, one has to look beyond the constitu¬ 
tional provisions as ihc'y evtsi at the moment. 
For it should be kept in mind that after all 
the basic framework of rinancial relations 
between the centie and the st.'iies was drawn 
up largely on I he puitci n ol I he govci nmcnt 
of India Act IV35 and out ccviistitution 
makers piohahls had not anticipaied the 
demands on the public sector which plan¬ 
ning and development effort might entail 
(Datta, 1984). Therefore, if the institutions 
which haw evolved over the years and conic 
to play an important lole in the nation's 
economic development (like the planning 
commission and the NIX') are found lacking 
ill constitutional sanction, it may not be 
right to reject all that has been done by them 
as illegal but to find ways in which their role 
can be defined with some clarity and 
regulated by law. Similarly, there are mat¬ 
ters in which new institutions might need to 
be ca-ated, e g, a National Loans Council. 
Even with the be.st ol intentions the NFC 
may not be able to meet all the requirements 
or deHciencies of the existing situation as 
some of them would call for actions not 
within their purview (c g, amendment of the 
constitution to give legal hacking for plan¬ 
ning conunission and evolving a satisfactory 
mechanism for devolution of resources to 


local governments). But with the idaxatlon 
of some of the constraints which had tended 
to narrw down the ambit of previous com¬ 
missions’ jurisdiction, the NFC have an op¬ 
portunity to give a new direction to the 
evolution of centre-state Hnancial relations, 
which the previous FCs posnbly did not hove 
or did not feel inclined to seize. How the 
NFC go about the challenging tasks set for 
them will be watched with keen interest by 
all who are interested in the healthy develop¬ 
ment of the federal relations in India and 
the country’s economic development. 
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Indian Irrigation: An Assessment 

B D IBiawan 

This paper examine the productivity of land under irrigation as also, different types of irrigation. For example, 
is groundwater irrigation much more production augmenting than canal-irrigation? If so, should emphasis be 
placed on the development of groundwater resources rather than mejor irrigation works? There is a discussion 
of the kind of changes in the crop pattern that need to be fostered in order to enhance the productivity of irriga¬ 
tion. The extent of drought procfing provided by irrigation, the effect of irrigation on the stability of agricultural 
production and the factors irfluencing inequality of income gains from irrigation between small and large farms 
are discussed. Finally, policy implications are spelt out. 


IN spite of widespread criticism, some of it 
quite misplaced, irrigation in India con¬ 
tinues to expand relentlessly. In fact, this is 
possibly on area of Indian planning where 
we have done rather well. This reassuring 
assessment may come as a surpri.se to several 
readers who have been exposed to lot ol 
criticism on the subject from several 
quarters. Though the official statistics of rise 
in irrigated area and created irrigation 
potential may have deficiencies, yet substan¬ 
tial progress in the scale of irrigated fanning 
in the country is beyond doubt. It is an 
altogether diff^erent matter if one discerns 
much spatial unevenness in irrigation 
development, not a very healthy political 
development in a federal, demcKratic set-up. 
Alongside spatial inequity, inter-personal in¬ 
equity in income and wealth in the country¬ 
side may have been aggravated in the wake 
of irrigation development. But these and 
other undesirable consequences of irrigation 
need to be viewed with a sense of propor¬ 
tion and due perspective, lest these should 
overshadow the achievements of Indian ir¬ 
rigation. Undoubtedly, the achievements 
could have been bigger, and their economic 
or environmental costs smaller. 

The central concern in this article is with 
the following questions. How productive is 
land in India under irrigated coiiditioas, and 
how does land productivity rise with the 
quality of irrigation? Is groundwater much 
more production augmenting than canal 
irrigation? If so. should we concentrate on 
the development of groundwater-based 
agriculture to the exclusion of major irriga¬ 
tion works? What is the magnitude of pro¬ 
duction impact of creating irrigation facility 
for one hectare of crop area? How much of 
this additional production can be traced to 
yield, area and crop pattern effects? Which 
kind of changes in crop pattern need to be 
fostered by the state so as to enhance the pro¬ 
ductivity of irrigation in India? Whatjs the 
extent of drought-proofing of Indian farm¬ 
ing by irrigation? Is it true that irrigation 
has failed to reduce the proverbial instability 
of Indian agriculture? What makes for in¬ 
equality in income gains from irrigation bet¬ 
ween small and large farmers? Finally, what 
are the policy implications? 

lb facilitate the reading of this article that 
is laden with numbers if not jargon, here is 
the story in a nutshell. In the expansion of 
crop output in India, irrigation has played 


the cole of a kingpin, lb a lesser extent, this 
is also true about its role in imparting stabi¬ 
lity to the production of wheat and rice, the 
two principal foodgrains that constitute the 
backbone of the foodgrains distribution 
system under public aegis in the country. 
Thus, irrigation development as an instru¬ 
ment of agricultural growth and its stability 
has performed reasonably well. This assess¬ 
ment holds good especially for regions with 
low rainfall conditions. Its unsatisfactory 
performance shows up primarily in relatively 
water-abundant regions with rainfall above 
1150mm per year. 

Estimates of land productivity under ir¬ 
rigated conditions could be constructed for 
the year 1983-84, rainfall-wise an above nor¬ 
mal year. For the sake of simplicity and ease 
in computation, only food crops like food- 
grains, sugarcane and edible oilseeds are 
considered to estimate the overall land pro¬ 
ductivity both under irrigated and un- 
irrigated conditions. Of these, the group of 
foodgrains is the most important. Therefore, 
the diverse ctop outputs.are aggregated in 
terms of foodgrain equivalents—for equi¬ 
valence purpose only the intrinsic energy 
content of the food crops is reckoned w'ith. 
Such estimates could be made for .seventeen 
states (out of 25 states of the Indian union) 
which, taken together, provide the following 
national picture. 

Rainfed farming in the tropical conditions 
of India is quite precarious. Even in an 
extremely favourable year like 198.3-84. the 
national productivity on unirrigatcd areas 
of the country averaged less than 9 quintals 
per crop hectare. For the same year, the land 
productivity on irrigated lands averaged 
about 22 quintals per crop hectare. The pro¬ 
ductivity differential four years later today 
would be higher than 13. 3 quintals observed 
during 1983-84. This is because of a firm up¬ 
ward tendency in the overall irrigated yield 
that has been witnessed during the 14-year 
period 1970-71 to 1983-84. Our lime series 
analysis has rei'ealed that the annual rise in 
the overall irrigated yield amounted to 42 
kilograms pei hectare in respect of food- 
grains group, and about 41 kilograms pei 
hectare for all irrigated crops taken together. 
In contrast to this steady uptrend in the case 
of irrigated crops, one observes an unsteady 
updrift of the order of 11 kilograms in the 
aggregate yield of crops grown under rainfed 
conditions. 


Contrary to misconceptions still held in 
some quarters that irrigation diverts acreage 
away from foodgrains to non-fobdgrains, 
Indian farmers continue to show a note¬ 
worthy preference for growing foodgrains 
under irrigated conditions. For instance; they 
allocated during 1983-84 about 75 per cent 
of total irrigated area to cereals and pulses, 
about 4 percentage points more than that of 
the unirrigated area. But here a qualitative 
change is noteworthy, namely, an over¬ 
whelming preference for wheat and rice 
cereals under irrigated conditions, in con¬ 
trast to dominance of-coar.se cereals and 
pulses in the rainfed conditions. This dif¬ 
ference in preference is attributable to a 
variety of factors, of which two are at once 
worth mentioning. One is the effective price 
support and the massive procurement by the 
government in the case of wheat and rice. 
Another factoi, working undoubtedly in 
conjunction with the first one, is the more 
successful technological advance accompli¬ 
shed in wheal and rice crops than in coarse 
cereals, or pulses and oilseeds. 

Needless to say, the yield differential due 
to irrigation is a joint effect of changes in 
both pure crop yield and pure crop pattern 
brought about by irrigation.'Decomposing 
the yield differential of 1983-84 by following 
the well known, Minhas-Vaidyanathan 
schema, the pure yield effect amounts to 
more than half of the total yield differen¬ 
tial. I'hus the pure yield effect in 1983-84 was 
about 6.9 quintals out of the observed yield 
differential of 13.3 quintals/ha. The pure 
crop pattern effect turns out to be 2.6 
quintals/ha, and the combined effect of 
yield and crop pattern (i e, the interaction 
term) is 3.8 quintals. The positive value of 
the interaction term signifies that irrigation 
induces crop pattern changes in favour of 
crops which yield more in terms of food 
energy units. It is to be remembered that the 
relative positions of thiee components of the 
yield differential are highly variable across 
the states, with the interaction term dominat¬ 
ing III Maharashtra and Karnataka, where 
sugarcane is highy preferred under irrigated 
conditions. 

In relative, if not absolute terms, irriga¬ 
tion does bring about an impressive rise in 
the aggregate crop yield. Examination of 
data at individual crop levels reveals that for 
wheat and rice, the yield is still way below 
the potential. As against the achievable 40 
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to 43 quintals/ha u held out by the Indian 
agronomists and the on-fann water manage¬ 
ment experts, the realised yield during 
1983-84 was 21 quintals for wheat and 19 
quintals for rice. The gap is large, although 
not in Punjab, where the yield for these two 
crops was around 31 quintals and showed a 
continual uptrend. It is also here that irriga¬ 
tion performs best in the matter of stability 
of cultivated area, yield and output. This 
stability, paiticularly in rclaiion to’food- 
grains, is indicaiive. inwr aha, of the 
des'clopnient of .i high quality of irrigation 
in this state. Without raising this quality in 
the other .states, including the high-rainfall 
states. It is well nigh impossible to (a) nar- 
rsiw the yield gap and (b) reduce the output 
instability in these stales. 

I'he basis tor inferring that output in¬ 
stability of Indian agriculture has increased 
ovci the years appears questionable Anyway, 
comparing the performance of irrigated and 
rainied segments of agriculture for the same 
posi-HYV period, namelyj 1970-83, one 
finds that the iclative amplitude of output 
flusUiations in the irngated.part was smaller 
than in the rain fed part in nine out of eleven 
slates foi which separate time series could 
be prepared. The detrended coefficient of 
variation of aggregate output of all the 
eles'cn slates pul 'ogethcr i.s 5.4 per cent for 
the irrigated as again.st 11.4 per cent for the 
rainfed aicas. I'hc evidence of a slight ag- 
grasation in output instability following the 
inttoduclion of irrigation in two high- 
raintall states of Bihar in eastern India and 
Madliva Pradesh in central India needs fur- 
Ihei pnibmg. At least in the ca.se of Madhya 
Pradesh, the aggravation cannot be a-scribed 
to HYV technology because the output in¬ 
stability, as also the yield instability, of the 
wheat -rice combination under irrigated con¬ 
ditions ill this state during 1970-83 was un¬ 
mistakably less than that under unirrigated 
conditions. In this .state, irrigation has led 
to a sharp shilt away from lesswatei sensitive 
ciops of coarse ceicals, pulses and oilseeds 
to wheat and nee. Whether it is more due 
to this shift in crop pattern, or due to poorer 
quality of irrigation in the state, that overall 
instability of the irrigated segment^turns out 
to be no different from that of the un¬ 
irrigated segment is a matter requiring fur¬ 
ther investigation. 

An aspect of agricultural .stabilisation par¬ 
ticularly important to drought-prone regions 
is that of protection of farm income, out¬ 
put, and employment in the event of 
drought. Since both income and employ¬ 
ment arc positively and closely related to 
output, prevention of fall in output during 
drought is an important instrument for 
achieving stability of income and employ¬ 
ment in the countryside. While irrigation has 
enabled no single state to acquire complete 
immunity from drought, es'idcncc of partial 
immunity is available fot several states. The 
vital foodgiains sector is now substantially 
insulated against a serious rainfall failure, 
such as the one witnessed during 1979-80. 


In this drought year, fooc^ains outfHit in 
the irrigated areas fi^ only 6 per cent below 
its nonnal level in contrast to a slump of 22 
per cent witnessed in the rainfed areas. This 
comparative insulation more than anything 
else has provided strength and stability to 
the foodgrains distribution system of the 
public sector. For, both procured wheat and 
rice that constitute the backbone of this 
system now mainly originate from irrigated 
areas. 

Irrigated yield is highest on farms-watered 
by private tubewelis, and the lowest on those 
dependent on tanks. Canal irrigation falls 
in between these two. But although ground¬ 
water-irrigated lands yield more than canal 
or tank-irrigated lands in many states, this 
is not universally so under all conditions. 
Groundwater is not likely to be more pro¬ 
ductive than canal irrigation if it is supplied 
by cither shallow dugwells or badly-managed 
public/community tubewelis. Further, 
groundwater is most likely to perform bet¬ 
ter than either form of surface irrigation, 
both in crop yield and its stability, when 
dugwells and tubewelis happen to be repleni¬ 
shed by canal/tank seepage, a circumstance 
that is easily rulFill^ when well.s are 
established by farmers within canal/tank 
commands. Thus in low and medium rain¬ 
fall states of the country, it is the construc¬ 
tion of surface irrigation that has tremen¬ 
dously contributed to the quantum of 
groundwater and, hence, to the establish¬ 
ment of privately-owned wells. Such a 
development is particularly noticed in (a) tail 
reaches of a canal where water supply is not 
quite as plentiful as in the top end, and 
(b) protective canals that arc deliberately 
designed for under-irrigation. The conven¬ 
tional view of superiority of groundwater 
over surface irrigation conveniently over 
looks the fact that the latter is a necessary 
complement for the development of the 
former. 

In appreciating the fact that a net irrigated 
hectare in Punjab, Haryana, Andhra 
Pradesh and Tamil Nadu produced 5 to 6 
tons under well irrigation, as against 2.5 to 
3.0 tons under canal irrigation and 1.5 to 2.5 
tons under tank iirigation, one cannot ig¬ 
nore the vital role played by extensive 
development of surface irrigation works in 
these states in enhancing (he returns to in¬ 
vestments in well irrigation. Thus the key to 
achieving high productivity and stability on 
groundwater irrigated lands in low and 
medium rainfall regions ties in 4he prior 
development of surface irrigation works. But 
for such investments in surface irrigation 
works the performance of well irrigation in 
these regions would have been far less than 
observed today. 

Besides expansion in farm production via 
yield and crop pattern effects, irrigation on 
the whole augments crop output through a 
simple rise in (a) intensity of multiple crop¬ 
ping and (b) proportion of net sown area of 
a landholding. Of these two effects of irriga¬ 
tion, agricultural economists have attached 


jnbre importance to the output rise via in¬ 
tensity of cropping effect. In the absence of 
irrigsiUon, Indan rainfall conditions are not 
conducive for double cropping of land in a 
year. According to a nation-wide survey of 
the mid-seventies, the average intensity of 
cropping, measur^ as a laiio of gross to net 
sown/ciopped area, was 112 per cent on 
wholly unirrigated holdings. The intensity 
is comparatively more (about I2S per cent) 
on lan^ located within distinctly wet states 
like A^sam and Kerala, while it is nearer 100 
per cent in distinctly dry states like Gujarat 
(102 per cent), Karnataka (103 per cent) and 
Maharashtra (104 per cent). 

L-ikewise; in the absence of irrigation only 
nine-tenths of the operated area of an un- 
irrigated holding was cultivated, and this 
fraction fended to be somewhat lower in the 
semi-arid and the arid regions of the coun¬ 
try. Thus beneficial impact of irrigation on 
net sown area is mainly confined to arid and 
.semi-arid regions where irrigation has helped 
in bringihg much of culiurable waste land 
under plough. However, whether in addition 
it leads in these parts to an improvement in 
intensity of cropping depends on the degree 
of perenniaiity of irrigation as mcatiuted by 
the ratio of gross to net irrigated area (also 
known as intensity of irrigation). Never¬ 
theless, the improved use of arable land 
resource clearly results in additional crop 
output. 

Owing to faulty understanding of the of¬ 
ficial statistics on irrigated area on the one 
hand and deficiency in analytical yardsticks 
on the other, misgivings persist among some 
scholars that expansion of irrigation in India 
has failed to raise the intensity of cropping. 
While it is true that intensity of cropping 
continues'to be well below the mark of 
double cropping, namely, 200 per cent, in 
spite of massive expansion in irrigation 
capacity, one gets a clear evidence of an im¬ 
provement in cropping intensity. For in¬ 
stance, it rose from a level of 114.7 per cent 
in 19t>0-6l to about 123.6 per cent in 1980-81. 
During this two-decade period gross ir- 
ngated area rose from about 28 to SO million 
ha and the ratio of gro.s.s iirigated area to 
net sown area from 16.9 to 28.6 per cent in 
the same period. When one relates the in¬ 
crease of 8.9 percentage points in the crop¬ 
ping intensity to the corresponding rise of 
M..! percentage points in the irrigation ratio, 
an unmistakable impact of irrigation on in¬ 
tensity of cropping emerges. These temporal 
changes suggest that a one percentage point 
rise in the irrigation ratio was accompanied 
by about six-tenths of a percentage point rise 
in the intensity of cropping. Although less 
than a one-to-one correspondence, even this 
is rather on the high 'side. The source of this 
upward bias is our failure to isolate the rise 
in intensity of cropping due to other factors, 
such as, (a) population pressure on land, 
(b) advent of fanning with HYV seeds of 
shoner crop duration and (c) greater use of 
mechanical means of cultivation, especially 
tractors. According to this author’s assess: 


966 


Economic and Political IMsefciy May 7, 19M 



mem. the correqxNidenoc between the inten¬ 
sity of cnqii^nB and the irrigation mdo is 
about 0.48>-being as low as OJA in south 
India, 0.35 in east India and about 0.66 in 
north and western India. 

Ouqiut augmenting effect of irrigation ex¬ 
ceeds the magnitude suggested by the simple 
difference betweoi irri^ted and unirrigated 
yidds at aqy one point of time: R>r 1983-84, 
the output effect of one gross irrigated hec¬ 
tare amounted to about 18J quint^ almost 
S quintals more than the yield differential 
for that year. Deeming thu output of 5 quin¬ 
tals to be primarily due to tlw intensity of 
cropping effect of irrigation, one may 
broadly identify the four components of the 
productirm impact of establishing irrigation 
facility for one crop hectare in India as 
follows: 



In 

Quintals 

In PBTCcn- 

lage 

1 Pure yield effea 

6.9 

38 

2 Pure crop pattern 
effect 

2.6 

14 

3 Pure intensity of 
cropping effect 

5.0 

27 

4 Interaction between 
yield and crop 
pattern 

3.8 

21 

Ibtal output impact 
(1 to 4) 

18.3 

100 


Pure yield effect of irrigation is the single 
most important component aa'ounting for 
38 per cent of the total output rise due to 
irrigation. Next in importance is the inten¬ 
sity of cropping effect. However, the rise due 
to crop pattern effect is understated because 
some of it is subsumed in the interaction 
term. Needless to add, the composition of 
the four components of production impact 
of irrigation varies from state to state. 

In view of the upward trend in the 
aggregate irrigated yield, the production im¬ 
pact of one gross irrigated hectare may be 
today (1985-86) almost 19 quintals in food- 
grain energy equivalents. About 75 per cent 
of the additional output, thanks to farmers’ 
preference to grow foodgtains, js in the shape 
of cereals and pulses. This once again under¬ 
lines the role of irrigation in expanding the 
supply of foodgrains in India. The highest 
pr^uction contribution comes from Pun¬ 
jab, touching a level of 27 quintals in 
1985-86, most of it in the shape of food- 
grains. The states showing lower impact 
(below 10 quintals) are Bihar, Orissa, Assam 
and Himachal Pr^esh. It is the sugarcane- 
growing states of Maharashtra, Karnataka, 
Uttar Piadesh, Gujarat and Ihiiiil Nadu that 
the share of foodgrains in the additional out¬ 
put due to irrigation diminishes, the extent 
of diminution bong mainly determined by 
two factors, namely (a) the relative share of 
sugarcane in total irrigated area and (b) the 
yield disparity prevailing between sugarcane 
and foodgrains under irrigated conditions. 
When these factors are taken into account. 


me rinds that only in Maharashtra and Kar¬ 
nataka the creation of irrigation fedlities has 
not given rise to commensurate expansion 
in grain supplies. In the case of Maha¬ 
rashtra. the share of foodgrains is so small 
that it generated an impression (especially 
during the paiod 1960-75 when foodgrains 
output of the state grew at a sluggish rate) 
that irrigation adversely affects the produc¬ 
tion of foodgrains by shifting out jowar area 
to sugarcane cultivation. The impression 
that irrigation promotes the cultivation of 
non-foodgrains at the coti of foodgrains has 
gained currency due to a number of reasons. 
1b begin with, it is linked with the ethos of 
Indian freedom struggle; when even the ap¬ 
parent benefits of the British rule, say, from 
the development of canals and railways, 
came to be questioned by scholars with a 
nationalist bent of mind. The periodic 
phenomenon of famine strengthened the 
belief that canals reduced grain availability 
as the irrigators took to the cultivation of 
commercial crops like cotton, sugarcane; in¬ 
digo, etc Secondly, commercialisation of 
Indian agriculture, which is inevitable if the 
farm output is to rise above the farmer’s own 
requirements, is loosely identified with the 
cultivation of non-foodgrains. That this is 
inappropriate is best illustrated by the 
Punjab-Haryana agriculture in which food- 
grains of wheat and rice are now the main 
commercial crops. 

Thirdly, groundwater irrigation in the 
southern states, especially in Tamil Nadu, 
has certainly promoted the cultivation of 
non-foodgrains much more than what 
occurs due to tanks and canals. Surface ii- 
rigation here is designed for supporting rice 
cultivation, as mo.stly rield-to-fteld irrigation 
is provided in many of these surface irriga¬ 
tion wotks. Since well water is very costly, 
well owners ilnd it advantageous to use it 
for growing mote remunerative, lightly- 
irrigated crops, for which they construct a 
network of field channels that permit lot of 
diversity in crop pattern also. If farmers 
within the commands of canals and tanks 
are provided with independent field chan¬ 
nels and irrigation water is shared on a more 
equitable basis like the northern canal 
system, the phenomenon of mono rice 
culture would be considerably attenuated in 
favour of diverse crop pattern as observed 
on the lands irrigated 1^ well water. So, the 
composition of the aggregate output is deter¬ 
mined, among other factors, by the social 
and engineering design of a public irrigation 
work. 

lb the extent that irrigation raises output, 
its contribution to incomes of farmers, agri¬ 
cultural labourers and other landless dasses 
whose livelihood is also linked to the state 
of the crop enterprise is luturally substan¬ 
tial, although its predse measurement is dif¬ 
ficult with the help of the data at our 
disposal. What is provided here is a measure 
of ^dhional income generated by irrigation 
for all those states for which nationd income 
estimates.are available. In Punjab-Haryana 


region of ^e Indus baioreach g^ irrigated 
Ifdkit* lenerated in 1985-86 an additional 
income of the order of Rs I,7S0 (at 1970-71 
prices). The income impact is somewhat 
higher (Rs 2,0(X)-2,2S0) in both Andhra 
Pradesh-lhmil Nadu region of south India 
and UP-Bihar of the Gangetic basin, .and 
still higher (about Rs 4,600) in the Deccan 
plateau (Maharashtra-Karnataka). In ag¬ 
gregate, the income impact of irrigation per 
irrigated hectare is of the order of Rs 2,500 
at 1970-71 prices (Rs 8,700 at 1985-86 
prices). 

In passing, the effects of irrigation (via 
expansion in crop output) on the reduction 
of price variability may be mentioned. There 
is evidence of a decrease in price instability 
as also of a decrease in prices of agricultural 
crops witnessing rapid expansion relative to 
crops whose output has grown sluggishly. It 
is, however, difficult to isolate the effect of 
irrigation from the effect of other factors. 
Over the period 1950-51 to 1982-83, the 
detrended coefficient of variation of the 
index of wholesale price for wheat and rice, 
the two most favoured crops of irrigated 
agriculture, turns out to be 3.1 per cent as 
against 4.7 per cent for pulses and 3.8 per 
cent for oilseeds. The instability in oilse^s 
might have been comparable to that of 
pulses had not the government specifically 
tried to contain she prices of ^ible oils 
through a policy of substantial imports. But 
for tlie crucial price support provided by the 
government since the mid-sixties, prices of 
wheat and rice might have risen much less 
than the observed rate. 

The substantial addition to crop output, 
resulting from an accelerated expansion of 
irrigation capacity, is bound to adversely 
affect the prices of crops experiencing 
growth faster than their demand. In the 
absence of price support and cost-reducing 
technological change, adverse movement in 
prices may well dampen farmers’ inclination 
to intensify farming under irrigated condi¬ 
tions. This in turn would lower the output 
augmenting potential of investments in ir¬ 
rigation. Since the unit cost of establishing 
and maintaining irrigation capacity is 
tending to rise faster than the rise in farm 
product prices, returns to irrigation in¬ 
vestments are likely to diminish unless out¬ 
put impact of irrigation rises to compensate 
for the rising cost. Besides improving the 
management of public and community ir¬ 
rigation works, one has to work towards im¬ 
proving the general environment under 
which the farmer practices irrigated farm¬ 
ing. A broad indicator of this environment 
is the extent to whidi fertiliser intensity goes 
up in the wake of irrigation. Factors facili¬ 
tating the use of chemical fertilisers are far 
too many to be discussed here They are by 
now well understood by both the scholars 
and the development administrators.. 

The crucial role played by chemical fer¬ 
tilisers in enhancing crop yield, as also the 
output impact of irrigation, has emerged 
markedly in both time series and cross- 


■ad MUad WbaUy Mv 1988 


967 



Gujarat is meetins the challense of drousht with co-operation of all sectors, institutions and people. As many as 17 
districts out of 19 districts consisting of 165 talukas with 15,000 villages and population of 2.15 crores^are affected. Over 
12,769 relief works provide employment to more than 21.42 lakh persons daily. Approximately over one crore cattle- 
heads are affected, 1,394 cattle camps have been started to help cattle. Estimated expenditure of Rs 3 crores per day 
IS incurred on relief works I appeal to donate generously to C.M’s Relief Fund. 

—Amarsinh Chaudhgry 
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MCtional ainlyws in ttie iment study. Rise 
in ovenli irrigated yidd during 197043iis 
found to be closely linked to corresponding 
rise in fertiliser intensity. Each kilogram of 
NPK added to aggregate crop output by 8 
to 10 kilograms in Punjabr Haryana and 
Bihar; by S to 6 kilograms in Andhra 
Pradesh and Rajasthan; and by 3 to 4 kilo¬ 
grams in Maharashtra, Karnataka, Ihmil 
Nadu, Gujarat and Madhya Pradesh. The 
comparatively high incremental impact in 
Bihar is due to two reasons, namely, (a) in¬ 
itial low level of fertiliser intensity and (b) a 
shift from a Jower production response curve 
to a higher production response curve of 
H YV seeds. The explanation (b) applies with 
a greater force in the case of Punjab and 
Haryana. In Bihar, the shift is mainly con¬ 
fined to wheat crop, while all cereal crops 
are covered in Punjab-Haryana area. More¬ 
over, the fertiliser response curve for HYV 
wheat in Bihar is quite below the one for 
Punjab. The position of fertiliser response 
curve within the yield-fertiliser plane may 
be a relevant factor also in the inter-state 
disparity in performance of chemical fer¬ 
tilisers under irrigated conditions. 

Comparatively low impact of fertilisers in 
the states of the Deccan may be attributed 
mainly to movements along ilie same pro¬ 
duction curve on which relatively high level 
of feitiliser intensity h.id already been at¬ 
tained in the early seventies. Howes'er, the 
low impact in the case ol Madhya Pradesh 
It prohably due to iiiaileqiiacies ><f irrigation 
in the state. A multiple regrc.ssion on state- 
wise data for the imd-seventie.s revealed that 
a difference cif >.'ne kilogram in fertiliser in¬ 
tensity accounted for a I.1-kilogram dif¬ 
ference in ouiput impact of irrigation acrass 
states. '1 hi.s comparatively high iHirformai.ce 
(compared to the norm of Hi kilogram ol 
loodgrains for each kilogiam .if NPK) is to 
be viewed -n the econometric context, 
namely, in a cross-sectionul an.nlysis fertiliser 
variable picks up the contribution of scceral 
other omitted variables which are positively 
related to fertilisers. For example, fettiliser 
variable happens to be positively associated 
in our cross section of eleven states with 
irrigatibn depth, rural electrification, HYV 
adoption rate, etc. In view of such nuilti- 
collinearity among variables, the output im¬ 
pact of irrigation is maximal when irrigated 
agriculture is practised under good infra¬ 
structural facilities (including irrigation 
ilselO. 

Many scholars have observed that output 
impact of irrigation in high rainfall areas 
tends to be low. In T>ur cross-section of 
states, output impact and normal rainfall are 
also inversely related (r = minus 0.51). 
However, the role of rainfall variable in 
determining the level of output impact of 
irrigation is quite overstated because of the 
fact that many yield-raising variables, 
especially those of the infrastructural type, 
happen to be inversely related to rainfall 
across the sutes. For instance, normal rain- 
foil is found to be negatively related to rural. 


dectriiication, diffusion of HYV seeds, etc. 
If infrastructural facilities are equalised in 
quantity and quality between the high and 
the low rainfoU states in India, the inter-state 
diffeiences with regard to the impact of ir¬ 
rigation on output and its stability would 
become much less pronounced tiian what 
one observes today. Evidently, providing 
flood protection and drainage network in 
high rainfall regions are the two major 
priorities in this regard. Both would go a 
long way in reducing the riskin^s of private 
investments in irrigated agriculture, a fac¬ 
tor particularly important in the east 
Gangetic plains where farmers’ capacity to 
bear risk i.s extremely low. 

Both scholars and agricultural admini¬ 
strators have for long evinced interest in 
changing the crop pattern under canal irriga¬ 
tion in the southern peninsula so as to ob¬ 
tain more benefits from the limited water 
resources of the region. As far back as the 
turn of the century, the then director of 
agriculture of Madras province expressed his 
anxiety about the harnessed canal water 
being overwhelmingly used for paddy culti¬ 
vation in the province. Since paddy absorbs 
much more water than lightly-irrigated 
jowar, bajra, ragi, groundnut, cotton, etc, he 
fell concerned that both the productive and 
the protective benefits of irrigation invest¬ 
ments on public account remained restricted 
to a small area. Today, most of the water 
resources of Ikmil Nadu have been ex¬ 
ploited, but the benefit of irrigation is 
available to only half the crop land in which 
paddy alone accounts for nearly three- 
fourths of the total irrigated area. The 
marginal product of fertilisers on irrigated 
lands in the state has'become low because 
agricultural growth in recent years has 
mainly come from >nput intensification on 
irrigated lands, and much less from expan¬ 
sion in irrigated acreage. 

It is in Maharashtra that the use of canal 
water for growing sugarcane has been 
seriously questioned by some scholars. In the 
tropical climate of the Deccan plateau, this 
crop does extremely well in converting solar 
energy into sucrose (sugar). However, in the 
process it consumes enormous quaiftity of 
water, unlike in northern India where irriga¬ 
tion requirements of the crop are rather low. 
Because of misperception prevalent in the 
central government that Indian sugar in¬ 
dustry was mislocated and that the states 
south of the Vidhyas Were better suited for 
this industry, the central policy for locating 
new sugar factories got tilted in favour of 
the Deccan. Among the southern states, 
Maharashtra received a lion’s share of the 
new sugar capacity that had to be established 
to meet the growing demand for sugar. Thus, 
this state dislodged both Uttar Pradesh and 
Bihar as the single most important producer 
of sugar. 

Leaving aside the political distortions 
created by the sugar lobby in Maharashtra 
polity, sugarcane became a Mumbling block 
in the devdoproent of irrigated agriculture 


in the state. There is no doubt that benefits 
from public investments in canal iiyigation 
in the state would be shared widely if the 
areal ectent of a canal command is increased 
by restricting the canal water to seasonal 
crops of tire main kharif and labi seasons. 
Recently, the government of Maharashtra 
has decided to curb the cultivation of sugar¬ 
cane by restricting the canal operation to 8 
months in respect of new irrigation projects. 
If such a policy is adopted by other water 
scarce regions like Gujarat and Karnataka, 
the question arises; which are the stetes that 
can produce more sugarcane to meet the 
growing demand for sugar? Our investiga¬ 
tion shows that the northern states of Pun¬ 
jab, Haryana, Uttar Pradesh and Bihar can 
pl^ a useful role in this regard. Here; sugar¬ 
cane turns out to be .superior to paddy-wheat 
sequence, more so in the matter of produc¬ 
tivity per unit of irrigation watn. This com¬ 
parative advantage of sugarcane foils to 
materialise to its full potential because 
marketing of additional output of cane is 
not remunerative when sold to ‘gur’ and 
‘khaandsari’ manufacturers. It is only by 
establishing more oqMcity for cane cniMung 
in the sugar industry that growers can find 
a price support comparable to the one thqt 
get for wheat and rice Thus the key to the 
production of more sugarcane in the north 
(and possibly too in West Bengal and Orissa) 
Ues in the locational policy for the Indian 
sugar industry. By controlling the magnitude 
of the new licensed capacity for sugar 
manufacture in these states one can effec¬ 
tively control the expansion in area under 
sugarcane. 

Some other changes in crop pattern that 
need to be promoted by the state through 
both price and non-price instruments are in¬ 
dicated below. These changes, besides bring¬ 
ing output composition of the irrigated far¬ 
ming in alignment vridi the demand for form 
commodities, may enhance production from 
the given resource of land and water. In the 
southern states of Andhra Pradesh, Ikmil 


CORRIGENDUM 

Notice in form No. 1A issued pursuant 
to Sub-seaion (1) of Section 21 of the 
Monopolies and Restrictive Trade 
Practices Act, 1969 on 23rd April, 
1988 in the columns of this publica¬ 
tion, - '6 Cost of the Project' should 
be read as 'Rs. 150 lakhs'. '7 Scheme 
of finance indicatins the amounts to 
be raised from each source' should be 
read as "ferm loans from Banks Rs. 110 
lakhs, internal accruals Rs. 40 lakhs'. 

for THE K.C.P. LTD. 
Sd/- V. L. DUTT 
Chairman & 
Managing Director 

Madras-600105 
23-4-68 
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Nadu and Kamalala; lumiDer piddy should 
be discouiaged and summer groundnut en¬ 
couraged under irrigated conditions. In 
Kajasthan and Gujarat, irrigated wheat may 
be discouraged and irrigated mustard and 
rape seeds encouraged. 

It is going to be very difficult to prevent 
the adverse impact of irrigation development 
on the production of pulses These crops arc 
not suited for a wet regime*and do not 
respond well to irrigation if grown in the 
main wet season of the year. Secondly, these 
are biologically not very responsive to 
chemical fertilisers, especially nitrogenous 
ones. Until a technological advance occurs 
in their genetic attributes, one has to depend 
on rainfed areas for meeting the growing 
demand for them. Here, price support, 
which has been introduced by the govern¬ 
ment in recent years, may enthuse farmers 
to raise them with more care, or even to put 
more fertile soils under th^ crop. Price sup¬ 
port may also make theii cultivation more 
attractive for farmers located in the tail 
reaches of a canal network, as also for well 
owners with only sea.sbnal or uncertain 
supply of water from their own wells. Their 
production is likely to pick up if canal and 
tank systems in water scarce regions like the 
E>eccan plateau are increasingly designed 
(and effectively implemented) for supporting 
cultivation of lighly-irrigated crops. 

Needless to say, the case of extemsive ir¬ 
rigation in water-scarce regions (in water- 
abundant regions the policy has to be one 
of intensive irrigation) rests on much more 
weighty considerations than those simply of 
coping with the problem of sluggish growth 
in production of pulses. Its primary objec¬ 
tive is to maximise growth with maximum 
dispersal of the gains from growth while this 
may not promote a regime of high crop 
yields, it may still produce more volume of 
output from the given resoua-cs of land and 
water for, productivity of water is inversely, 
though weakly, related to depth of irrigation 
application. No less important than the ad¬ 
ditional output—and hence additional 
income—is the objective of sharing of gains 
by larger population of cultivators, and 
hence the extension of protective beneFits of 
irrigation to more people. In addition, 
agricultural growth is likely to prove more 
su.stainable over time, as disciivsed in what 
foIlow.s. 

Domestic demand, especially for food- 
grains. is bound to grow steadily along its 
trend course established .since the com¬ 
mencement of planning in 1951. For one 
reason, population continues to rise 
unabated. Secondly, the per capita income 
level still remains substantially below the 
threshold level at which income elasticity of 
demand for cereals, the dominant compo¬ 
nent of the Indian food basket, becomes 
zero. Thus a sustained growth of Indian 
agriculture is imperative lor meeting the 
growing domestic food needs over the next 
many decades. As the water resources get 
nearly fully tapped during the next three 
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decadet or lo—the current thinUni in the 
plaanhig ciidet ie to aceomplleh this by die 
year 2010 AD—Anther growth in Indian 
agricnhuie hat to come mainly Aom a more 
inteniiwe lue of the arable la^ Therefore, 
it becomes necessary that the productive 
capacity of this land is not degraded in any 
manner. In particular, one has to guard 
against two threats, nan^y (a) water-logiing 
and soil salinity and (b) groundwater deple¬ 
tion. Both the threats emanate from the wry 
manner in which we exploit our water 
resources for irrigation. 

The danger of water-logging/soil saUnity 
is primarily assodated with canal irrigation, 
though soil salinisation occurs also from 
over-ocploitation of groundwater in areas 
near the sea coast, or in arid regions where 
large bodies of brackish groundwater arc 
found in proximity to sweet water aquifers. 
While major irrigation works in India have 
no doubt aggravated the twin problems of 
water-logging and soil salinity, one need not 
be carried away by the statistics on the sub¬ 
ject. It is to be remembered that (a) there 
are naturally water-logged, or s^inity- 
infested, lands and (b) deveiopmmt of 
railways and roads also create water-logging 
by impeding natural drainage, especially in 
high rainfall tracts. 

Just as insulTicient proWsion of cross¬ 
drainage and faulty alignment of rail/road 
network produce water-logging, so does 
faulty planning/impiementation of major ir¬ 
rigation works. Several writers have pointed 
put one noteworthy deticiency in Indian ir¬ 
rigation, namely, absence of drainage net¬ 
work. Likewise, absence of canal lining in 
sandy tracts has led to excessive seepage, 
generating a rising tendency in groundwater 
table This is not a welcome development, 
as it leads to water-logging conditions in the 
crop root rone and accumulation of salts 
(present in brackish groundwater) on the 
land surface Similarly, in irrigation projects 
planning foi extensive agriculture, overzeal 
in building dams but delay in constructing 
the full complement of water distribution 
network gives rise to intensive irrigation in 
the upper reaches of the canal. This in¬ 
variably results in much more seepage than 
contemplated in the project, resulting in 
much foster rise in groi^watiar tabic Unless 
canal irrigation is effectively implemented 
for sustaining lightly-irrigated crops in 
water-scarce regions, formers would have lit¬ 
tle inducement either to invest in their own 
wells, or to economise in the use of irriga¬ 
tion water One has to remember that.in the 
absence of public investments in surface 
(horizontal) drainage private wells inciden¬ 
tally provide what is known as vertical 
drainage 

Besides preventing rise in water ttble in 
canal commands, siich wells improve the 
very quality of irrigation. On the tme hand, 
inigaton get access to two sources of irriga¬ 
tion, enabling them to complete their irriga¬ 
tion operation on time and in requisite quan¬ 
tity. They can thus better cope with both 


(a) the inefficiencies of the public Ainc- 
tionaries in tupidying canal water and 

(b) shortage of canal water due to drought, 
deeper aquifers being usually immune to 
drought unless two or more droughts come 
in a row. On the other hand, investments in 
well irrigation, when acompanied py invest¬ 
ments in water-economising .astiAces like 
sprinklers and drippers, add to irrigation 
quality in two ways. One; the efficiency of 
fertiliser use rises as watm percolatioq bdow 
the crop root zone is effectively^hecked by 
sprinklen/drippers. IWo; fertilisers can be 
dissolved in water to be q>plied through 
sprinklers/drippos. It is well known that 
sprinkler- or drip-irrigated crops yield more 
but use much less water than to conven¬ 
tionally-irrigated crops. Thus a policy of ex¬ 
tensive irrigation with surface waters is 
potentially good for productivity, equity, 
stability and sustainability of Indian 
agriculture. 

Even so, the danger to sustained growth 
in Indian agriculture is more from ground- 
water depletion and siitation of reservoirs 
than it is from water-logging and soil salinity 
from canals. While groundwater depletion 
arises due to excessive reliance on ground¬ 
water as a source of irrigation in low and 
medium rainfall regions, the siitation of 
reservoirs is an inevitable process of nature 
that can be slowed down I 9 afforestation in 
the catchment area of a reservoir. In such 
areas, groundwater depletion in inevitable so 
long as farmers depend exclusively on 
groundwmer for irrigation. Without strict 
groundwater regulation by the state; ground- 
water use cannot be brought down to its 
natural level of replenishment. In view of the 
infeasibility of such regulations, in a coun¬ 
try of small and fragmented landholdings, 
it is better to add to groundwater replenish¬ 
ment artificially, and simultaneously reduce 
the demand for irrigation. Seepage frran sur¬ 
face irrigation works, namely, canals and 
tanks, is ideal.for replenishing groundwater. 
Thus, when surface irrigation is developed 
for extensive irrigation, one augments 
groundwater supply and simultaneously 
reduces the demand for groundwater in the 
extended commands. An additimul measure 
for reducing the excessive use of ground- 
water is to correct both (a) the gross under- 
pricing of electric power for pumpsets and 
(b) the structure of power tariff, whereby the 
marginal cost of pumping water has now 
become zero in many states. 

The main conclusion emerging from the 
analysis of sample field data of four states 
of Maharashtra, 'Duni|,Nadu. funjab and 
Uttar Pradesh, is that the on-farm benefits 
from a unit of irrigated area need not rise 
with the si» of a farm holding. Small 
farmers can gain, acre for acre, as much 
benetiu from irrigation as do large formers, 
as is sharply, borne out by the survey data 
pertaining to Punjab and Ikmil Nadu. This 
is traceable to some sort of equality attained 
by farmers in the um of chemical fortilisers 
which is a major source of increasing crop 


yidd in modem agrieahure. In the abtisnoe 
of this equality in fertiliser use; as observed 
in Maharashtra and UP surveys, benefits 
from each umt of irrigated area are positive¬ 
ly assodated with farm size. This raises two 
questions: (1) why small formers foil to st^ 
up fertiliser app^titm in the wake of ir¬ 
rigation to the same extent as the large 
farmen and (2) what may be the policy in¬ 
struments for ensuring equality in gaiiu 
from irrigation between small and large 
farmers? 

Factors determining the level of fertiliser 
application have been extensively explored 
in the devdopment literature relating to 
agriculture both in India and abroad. It has 
been noted time and again that both quan¬ 
tity and quality of irrigation afe a major 
determinant of fertiliser application, 
especially in areas of low and medium 
precipitation. Both vitally af feck the choice 
of crop varieties and crop pattern, and 
usually the more remunerative the variety or 
pattern of crops, the larger its intrinsic 
capadty to absorb high dose of chemical fer¬ 
tilisers. In practice, however, the actual level 
of fertiliser application depends also on a 
host of other factors—a fanner's own 
resource position; availability of form credit 
at low interest rate; price policy for fertiliser 
and its availability in run] area; a farmer’s 
access to institutions distributing credit, fer¬ 
tilisers, seeds, agricultural know-how, etc So 
long as the factors determining the use of 
chemical fertilisers are tilted against small 
farmers, they caiuiot realise as much income 
benefits from irrigation as the large farmers. 

The surest way to eliminate the access- 
related tilt is to work towards an equalisa¬ 
tion of landholdings, the old formula. Both 
land redistribution and public irrigation 
strongly tilted in favour of small farmers are 
eminently suited for equalising incomes and 
gains from irrigation, whilcat the same time 
sustaining agricultural growth fur a long 
time to come. 

Finally, little point would be .served by 
pleading merely for increasing the .share of 
plan outlays for irrigation. Far more prior 
is the need to improve the performance of 
irrigation works in existence. The state 
political leadership would do well to show 
as much zeal for proper management of ir¬ 
rigation systems as it has all along shown 
for initiating new irrigation projects, big or 
small. No less important in this context is 
the role of dean administration sincerely 
committed to development; for, without this 
there cannot emerge an effident infrastruc¬ 
ture requited for the development of the 
economy and agriculture of high rmnfall 
regions like east Gangetic plains. 

When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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Ever in the service of the people 


Twentyeight years ago on May 1,1960 Maharashtra State was formed. 
During these twentyeight years of its fruitful existence, following the 
footsteps of Chhatrapati Shivaji Maharaj, the State put into operation 
a number 'Of people-oriented development schemes designed to 
ameliorate, the lot of the masses,—the meek, the poor, the unprivileged 
and the down-trodden. 

Prime Minister's new 20-Point programme, which offers a guarantee 
to weaker and poorer sections of the society of a better and purposeful 
life, was implemented by Maharashtra Government with all its might 
gaining remarkable success. 

Working conscientiously and continuously for the welfare of all— 
the farmers, landless labourers, industrial workers, rural folks, Adivasis, 
scheduled castes and scheduled tribes, slum-dwellers and the 
urbanites, the State Government endeavoured successfully to translate 
into action the noble principles of administration enunciated by Shri 
Shivaji Maharaj in the famous political treatise, 'Adnyapatra*. 

Today, on the occasion of the 28th anniversary of the formation of 
Maharashtra, the State reiterates its commitment to the wellbeing of 
the poor and proclaims that the Government of Maharashtra is and 
will ever remain in the service of its people. 

DGIPR 
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Social Movements, Social Transformation 
and Struggle for Democracy in Africa 

Mahmood Mamdani 
Thandika Mkandawin* 

Wamba>dia-Wainba 

The current ‘crisis in Africa’ demands that attention be directed to the subjective factor in African development. 
For whatever the roots of that crisis, its solution can only be the result of initiative by organised social forces 
inside Africa. So far the focus of inquiry had largely been one-sided— on the African state as the subject of 
African development. It is. necessary to shift attention to the question of popular movements, not so much as 
an exercise in abstract model building, but rather to underline the actual forms of organisation and participation 
which have emerged. 


AS the dawn of independence broke over the 
African continent in the late 50$ and 60s, 
various schools of thought mushroomed, 
each with its own response to the question 
of the day; which way Africa? In time, the 
question was made more pressing by the fact 
that movements Struggling for genuine na¬ 
tional independence were defeated and by 
the performance of post-colonial African 
states. New' and different perspectives 
developed on the same question. Today, as 
clouds of pessimism settle over the continent 
and consensus spreads that we arc indeed in 
the midst of ‘an African crisis’, these same 
schools reflect over the experience ol near¬ 
ly three decades and ask the question: what 
went wrong? 

An attempt to comprehend this crisis must 
take as its starting point these contending 
schools of thought that have tried first to 
guide practice and now to conceptualise ex¬ 
perience. Of these, three merit particulai 
attention. 

The first and the most prominent of these 
arose as a .strictly intellectual tendency in 
African universities and in those in the 
United States specialising in the study of 
Africa. The development of this .school of 
thought, like those that followed it, was of 
course closely linked to prevailing forms of 
domination and cultural hegemony and to 
forms of resistance against it. After Second 
World War, part of the pax^mericana fron- 
tierist programme was the dtemand for the 
political independence of African colonies 
.so they may become part of its ‘zone of in¬ 
fluence*. Africanism made in the US was 
part of a theoretical guideline and an 
ideological justification for the lealisation 
of that demand. 

Baptised the ‘Africanist’ school, it grew 
as a direct counter to colonial social science 
and its claim that the ‘Dark Continent’ had 
no history worth recording. Its front runners, 
mainly historians, dug into the African past 
and brought to surface hitherto neglected 
facts about the glory of pre-colonial African 
kingdoms. For each historical period, th^ 
reconstructed what they dubbed ‘the African 
initiative’. 

But history for them was indeed a bistory 


of the ruling classes. The? celebrated the pro¬ 
cess of state formation in African history. 
And they looked forward to the development 
of strong African states in the years to come 
To be sure, there were voices which opposed 
“this uncritical trend in the new African 
historiography" with its “emphasis on the 
pre-eminence of political history". Thus, 
Professor Afigbo [1977] protested: “The 
point here is not ju.st that, thus far. most of 
what passes for African history is a stupe- 
lying cavalcade of states great and small, 
ancient and modern, but that we write ap- 
provingiy or even rapturously of these 
vanished imperial supremacies and their 
rulers”. But Afigbo’s voice belonged to a 
small and isolated minority. 

The programme of the ‘Africanists’ for in¬ 
dependent Africa could be summarised in 
pne word: nation-building. By nation¬ 
building, however, they meant no more than 
state-building, and at that really the building 
of strong bourgeoisies on the continent. Just 
as ideologically .some of the most vocal 
proponents of the ‘Africanist’ school were 
academics in African studies in the United 
States, in practice ‘nation-building’ was 
understood as a project to be realised in 
partnership with erstwhile imperial powers! 

Here then was the point of convergence 
between the ‘Africani.sts’ and their erstwhile 
colonial protagonists. With independence, 
the contradiction between the two collapsed 
into a common programme; ‘modernisation’. 

While modernisation theory was the 
reigning perspective in the range of dis¬ 
ciplines in the social sciences, its grand 
theory was produced in sociolc^y. The domi¬ 
nant Parsonian view consciously sought to 
move away from the analysis of relations of 
exploitation; it defined the evolution from 
‘traditional’ to ‘modem’ society as the result 
of a change in the structure of occupational 
roles and associated values. 

At its core, modernism is the notion that 
history is finite, that it has a single line of 
development, a motive force and a common 
conclusion. Throughout the successive 
phases of bourgeois class rule, this unilinear 
conception cf historical development has 
been central to bourgeois ideology. The 


.emergence of post-colonial bourgeoisies led, 
in their specific circumstances, to variant 
forms of that ideology. 

Like any major school of thou^t, moderni¬ 
sation school possesses its own internal his¬ 
tory of controversies and resulting shifts in 
focus and emphasis. The first methodo¬ 
logical assumption of the school that came 
10 be challenged by some of its own ad¬ 
herents was its functionalism. The func¬ 
tionalist strc.ss was on consensus, not con¬ 
tradiction. A theory that saw conflict as. 
‘dysfunctional’, could not possibly identify 
sources of tension in a system. Like any 
equilibrium model, it saw change as the 
result of ’external’ causes, and therefore 
mom or less accidental. This was so flagrant¬ 
ly in contrast to the reality of politics, not 
only in the third world but inside the US 
itself, that it sparked off the first major in¬ 
ternal shift inside the modernisation school. 

What has come to be identified as the 
social process [Karf Dcutsch]/psychological 
[l^rner, Maclleland] tendency inside moder¬ 
nisation school began with the assumption 
that change and not order was the norm in 
third world societies. It also broadly agreed 
that the source of political tension was extra¬ 
political or social. And further that the 
source of social change was the sum total 
of individual changes in society. Even within 
the parameters of modernisation theory, 
these assumptions raised further questioas. 
The theory never explained how individual 
change was translated into social change, nor 
how different types of changes were related 
[Deutsch]. Nor could those who lay primary 
emphasis on individual personality structure, 
whether empathetic [Lerner] or achievement- 
oriented [Maclleland], show any causal con¬ 
nection toween individuai personality struc¬ 
ture and social development. 

The starting point of a third approach 
within modernisation, thr institutional 
tendency, was a double'critique; of both the 
functionalist and the social process tenden¬ 
cy. Samuel Huntington [1968] critiqued 
functionalism for describing political change 
in terms of a pre-ofisting equilibrium, and 
yie social process tendency for a one-sided 
emphasis on the-relation Jsetween political 
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and «x:ial change. Huntington argued that 
this one-sided approach made “politics 
dependent upon economic and social 
forces", leaving little room for social struc¬ 
ture and even less for political culture, 
political institutions and political leadership; 
it was deterministic. Instead, he saw instabili¬ 
ty as the result of contradictory develop¬ 
ments in society: wheieas economic develop¬ 
ment increases inequality, social mobilisa¬ 
tion decreases its legitimacy. The problem, 
from Huntington's point ol view, was the 
tendency of mobilisation to outstrip institu¬ 
tionalisation, thereby generating instability. 
The solution: to build strong stale institu¬ 
tions to contain popular mobilisation. 

This same conclusion was reinforced by 
the writings of economists, who along with 
political scientists tended to be the practical 
theoreticians of the modernisation .school, 
while its high priests tended to come from 
sociology. In his widely celebrated general 
theory, Rosiow |IU60] employed the 
metaphor that cast these ‘traditional’ 
societies as so many airplanes gathering 
steam on the ground for a ‘take-off. In this 
metaphor, steam was analogous to capital. 
Scarcity of capital, like scarcity of steam, 
precluded a successful take-off. It could only 
be remedied in two ways. Capital had to be 
gut through foreign investments and through 
local .savings. To aiiract foreign investment 
required the guanuiice of a cheap, docile and 
disciplined labour force, a guarantee that 
only a ‘strong’ stale could provide. The 
Ku/net hypoihesis furlher stated that ac- 
cumulaiion not only required restraint on 
consumption but would in fact tend to 
aggravate inequality until a certain income 
level is leached. To impose the ’necessary 
sacririce* and to sustain this growing in¬ 
equality, one would need a ‘strong’ state. 

To ensure ordci in the face vtf growing 
disorder, to strengthen the state vis-u-vts civil 
society so that it could successfully guaran¬ 
tee stability and carry out the task of 
modetnisaiion - became a central pre¬ 
occupation ot modcrnisaiioiv theory. Order, 
the methodological assumption of the 
school at its outset, had in a decade been 
re-defined as its supicme goal. What had 
begun as an attempt to explain change in the 
third world turned into a recipe for how to 
contain that change. 

Popular demands were .seen as unrealistic, 
a combination of the atavistic and the 
utopian, the result of both traditional values 
(particularistic, tribal) and of a modern 
‘international demonstration effect' which 
created the anomaly of ‘pre-industriaT states 
burdened with ‘post-industrial’ values and 
demands (minimum wages, welfare 
demands). These popular demands-in one 
version theorised as the ‘revolution of rising 
expectations - were .seen as undermining new 
and therefore, precarious modern state struc¬ 
tures. They were thus ‘dysfunctional' or 
‘preatorian’. 

Here, loo, wc must underline the histon- 
cal/social context of such a theoretical/ 
political orientation. It is not accidental that 


the reformist face of imperialism was visible 
only at home, not abroad. After all, were not 
the whole galaxy of reforms-parliamen- 
tarianism, syndic^ism, welfarism - that went 
under the rubric of social democracy depen¬ 
dent on higher rates of pionts in the colonies 
and neo-colonics? Didn’t the necessity to 
ensure the continued prevalence of such rates 
require certain repressive forms of class rules 
in the dependent countries? Isn't this why the 
.same popular demands which' were con¬ 
sidered legitimate in the imperialist countries 
were viewed as unrealistic in the dependent 
countries? 

What forces, then, had the capacity to 
achieve order and to propel society forward 
to modernisation? These, not surprisingly, 
were said to be the mtxlernising- elites. 
Theorists disagreed on their spcciHc idcii- 
tincaiion. But these were disagreements 
within the club. Some identified as the custo¬ 
dians of order and change the civil 
bureaucracy |lapalotnhaia], othas the armed 
bureaucracy |Janowits‘] and yet others the 
political party [Huntington]. As Irene Gend- 
zicr [1985] has aptly commented, through its 
confrontation with reality and through its in¬ 
ternal changes, the modernisation theory had 
pnxtuced a ‘pedagogy against the opprcs.scd’. 

From such a point of view, social move¬ 
ments could only be identified and studied 
as a ‘problem’. It is this tendency which 
became reinlorced and consolidated as 
modernisation theory turned from being 
simply one of the ideologies contending in 
the market place of academic ideas to an 
iastitutional ideology backed up by power¬ 
ful government and foundation interests in 
the US, beginning-with the influential Social 
Science Research CounaTs Committee on 
Comparative Government in the I9S0s. 'I lie 
history of this relationship between academic 
high priests and centres of power and 
privilege, oi in other words the history of the 
transibimation nl modernisation theory in 
to ail insiiiiitional ideology, has once again 
been carefully dcKumented by Irene Gcnd- 
zier 11985). 

The most notorious instance of this collab¬ 
oration between the farces of law and order 
and the theoreticians of it was, of course, Pro¬ 
ject Camelot. Funded to the tune of an esti¬ 
mated S 44 million by the Department of the 
Army (US) and its contractor. Special Opera¬ 
tions Research Officre, this was to be a joint 
venture between US and Latin American 
scholars. Its purpose was plainly to identify 
social forces committed to change in I^tin 
America and to predict their actions so as to 
contain them; in a word, counter-insurgency! 
No wonder the study of revolution and devel¬ 
opment became a growth industry in US uni¬ 
versities by the late 60s! ‘Know thy enemy* 
was their first and only commandment. Thus, 
the University of Chicago's Centre for Social 
Organisation Studies received the largest .sub¬ 
contract for a series of studies on military 
sociology under Janowitz. Also thus, the 
Congress for Cultural Freedom (under atiUs 
and Almond) was lavishly rinanced by the 
CIA as part of an elaborate international 


campaign to discredit left-wing politics 
among third world intellectuals. 

Noam Chomsky [1974] has recorded other 
cases where the ‘New Mandarins' study of 
social movements was in a similar vein. In 
practice, the suppression of democratic de¬ 
mands and of autonomous and popular 
movements in the name of ‘development’ was 
a concern that went beyond the theoreticians 
of the ‘modernisation’ school. As we shall see, 
it became a central characteristic of a much 
wider ‘ideology of developmenutlism* [Shivji, 
1985). 

In the hi.story of the pnxfucliun and the 
spread of modernisation as a school of 
thought, its African adherents took on a 
decidddly secondary and marginal role, more 
as catechists than as its principal ifleologues. 
'Ihis reflected not only their distance from 
those imperial centres'that provided the noui- 
ishmenl for this institutional ideology, it was 
also a telling comment on their (Kisition with¬ 
in Afiican socictic.s. It is no surprise that 
while bv far the best works of Afiican in- 
tclleciuals in the 60s had been on history and 
culture, they had precious little contribution 
to make by way of the analy.sis of contem¬ 
porary African societies. As aptly commented 
on by Jitendra Mohan [l%8J in his review of 
the writings of Ali Ma/rui, “The African 
intcIligeiiLsia as a whole is far too deeply 
embedded in the post-colonial structures of 
power and piivilcgc-or, to pu' it another 
way, is as yet not sufficiently detached or 
alienated front the whole system - to be able 
to uiidcnake .social analysis, which could pro 
ve iincanily and uncomfortably like self- 
anal ysi.s!’ 

For the modernisation school, today, the 
African crisis is first and foremost the crisis 
ot the African .state. It is, on the one hand, 
the expression of the ugly fact that the ranks 
of the African bourgeoisies arc riddled with 
lactional dittercnccs, usually along nationali¬ 
ty (‘tribal’) lines. And these differences are 
more often than not icsoivcd through coups, 
no matter how ‘bloodless’, rather than 
through gentlemanly urrangenienls, electoral 
or otherwise. In other words, the African rul¬ 
ing classes have not only tailed to orate order 
in civil svK’iety; they liave also failed to do so 
amongst themselves. The curse of Africa, it 
is said, is tribalism’. 

On the other hand, and from an 
economistic perspective, this same crisis is 
seen as the result of the failure of the state 
to create the conditions for a successful take¬ 
off. On the contrary, through a maze of 
regulations and controls, well-oiled through 
official pork barrels, private initiative has 
been stifled. The prtrttlem with Africa, it is 
said, is official tnismanagement’ or ‘systemic 
bureaucratic corruption’. 

As signs of crisis loomed on the horizon 
like so many clouds gathering before a storm, 
the modernisation thesis was vigorously chal¬ 
lenged by the dependency school, strongly in¬ 
fluenced by its Latin American formulators. 
In its Latin American setting particularly, 
dependency was also formulated as a criti¬ 
que of the vulgar Marxism of the dominant 
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Latin American parties. Vulgar Marxism, 
after all, was an outcome of the social 
democratic depoliticisation of the working 
class movement on the one hand and the 
redefinition of Marxism as mainly the 
defence of ‘socialism in one country' on the 
other. 

Immediately, dependency theory made two 
positive contributions to the analysis of third 
world societies. Central to modernisation 
theory was (he dualist model of the tn^ition- 
al’ and the ‘modern’. The theory had argued 
that the main obstacles to development were 
to be found in the inherent socio-cultural 
characteristics of traditional societies. Critics 
pointed out that the sOH:alled traditional sec¬ 
tors had been analysed in isolation, thereby 
obscuring the history of their relations with 
modern centres of the world capitalist market 
since the l$th century. In fact, the main unit¬ 
ing conception of all dependency theorists 
was the claim that urider-developmcnt has 
causes which arc principally external to the 
under-developed countries. In establishing 
this claim, dependency theorists reconstructed 
the history of the relations between the cen¬ 
tre and the periphery of the world capitalist 
market since the l.^th century. Its first great 
merit then was to direct attention' to 
imperialism. 

Dependency theory was at the same time 
a critique of the unilinear evolutionist 
perspective shared by both modernisation 
theorists and vulgai Marxism. It was a con¬ 
ception that argued, explicitly or implicitly, 
that the under-developed countries were 
destined to go through the same stages of 
historical development as had the countries 
of Europe, hor modernisation theorists, this 
march was seen as a movement from tradi¬ 
tional to modern society through a scries of 
transitional stages. For vulgar Marxism, 
unilinear evolutionism inspired a supra- 
historical theory whereby every society must 
necessarily go i hrough a succession of modes 
of production, from primitive communalism 
to slavery to feudalism to capitalism to 
socialism. 

The dependency critique of unilinear evolu¬ 
tionism was focused on the argument that un¬ 
der-development was not a pre-modern or a 
pre-capitalist (feudal or otherwise) stage of 
development, mirroring a similar stage in the 
history of modem or developed capitalist so¬ 
cieties, but that it was a special product of 
the very development of world capitalism 
since the ISth century. The economists among 
the dependency theorists thus analysed and 
underlined the structural distortions in the 
economy-c g, Samir Amin's analysis of the 
disarticulated and extraverted economy that 
is incapable of a sastained accumulation of 
capital-that was the result of the concrete 
history of under-development. The seco.nd 
great merit of dependency theory then was 
that it directed attention to the ne^ to study 
the concrete history' of the ‘under-developed’ 
countries in order to understand the specific 
problems of ‘under-development’. 

But from the point of view of the ques- 
.tion of democracy and development in 


Africa, three aspects of dependency theory 
were vital, and in faa summed up its 
analytical and political shortcomings. First, 
there was a strong tendency for dependent 
theorists to reconstruct the history of the 
centre-periphery relation in a one-sided and 
mechanical manner, whereby the centre was 
seen to represent the active side of the rela¬ 
tionship and the periphery its passive side 
Developments in the periphery were seen as 
an inevitable and direct outcome of the will 
of capital at the centre The analysis obscured 
the entire history of the struggle of various 
classes and gioups in the third world to im¬ 
perialist oppression and exploitation. Withsiut 
reconstructing the history of this resistance, 
there could be no .stock-taking of its strengths 
and weaknesses and therefore no concrete 
programme for liberation. 

No wonder that dependency theorists 
focused almost exclusively on the objective 
side of reality Studies abounded on the 
political economy of imperialism, of industry, 
of agriculture, of education, etc (Rodney, 
1972; Saul and Arrighi, 1973; Rweyemamu, 
1973; Amin, 1977J. This near-total preoccupa¬ 
tion with the objective was to the exclusion 
of the subjective factor. The more this tenden¬ 
cy got consolidated, the more it led to the 
depoliticisation of analysis, reflected in the 
depoliticisation of the very language it 
employed. At the outset employing a geo¬ 
graphical metaphor which recast imperialism 
as ‘the centre’ and the oppressed countries 
as ‘the periphery', it ended up by employ¬ 
ing a mechanical mctaphoi which recast 
revolution itself as ‘disengagement’ and final¬ 
ly as ‘delinking’. 

What was the socio-historical context ot 
such a developtncnt? As a social stratum, 
an outcome of the separation of manual and 
mental labour, intellectuals reflect in their 
work the class antagonism opposing ruling 
and ruled classes. In the absence of orga¬ 
nised popular movements of which they may 
act as organic intellectuals. African 
intellectuals—even radical ones—lend to be 
unable to express the demands of large 
masses of people. Their theories fail to have 
the appropriate social content. The very ter¬ 
minology used tends to be depoliticised. 
They act as technocrats above classes. 
Development is conceptualised by them as 
exclusively a technical problem; it ceases to 
be viewed as a problem of social movements. 

The second major shortcoming of depen¬ 
dency theory was associated with one of its 
main contributions: the theory of unequal 
exchange and the resulting transfer of 
surplus from the ‘periphery’ to the ‘centre’. 
While empirically correct, the theory was 
conceptually misleading to the extent it im¬ 
plied that capitalist development at the cen¬ 
tre and the lack of it at the periphery was 
the direct and inevitable result of the transfer 
of surplus fr.sm the latter to the former. But 
surplus transfer from overseas dependencies 
has never automatically meant capital 
accumulation. As the long history of im¬ 
perialism from Roman times onward amply 
demonstrates, an odstent surplus is trans¬ 


formed into capital only under definite 
(capitalist) relations of production. 

The problem was that to the extent it gave 
pride of place in its analysis to the theory 
of unequal exchange, dependency theory 
focused on relations that explained the 
transfer of surplus while tending to remain 
silent about relations that explained its pro¬ 
duction in the periphery and its accumula¬ 
tion at the centre. The tendency was to 
emphasise relations of distribution at the 
expense of relations of production, external 
relations at the expense of internal relations, 
rather than integrating both into a more 
comprehensive analysis. 

When strongly criticised on these grounds, 
several of its proponents, notably Frank, 
undertook a revision to include within the 
framework of analysis the relation between 
‘internal’ and ‘external’ factors. The revision, 
however, turned out to be formal. Both the 
‘internal' and the ‘external’ tended to be con¬ 
ceptualised as internally non-Contradictory. 
As a result, analysis glossed over both inter- 
imperialist contradictions at the centre and 
the class struggle at the periphery. 

With analysis revolving around the theory 
of unequal exchange, dependency theory 
focused on the contradiction internal to 
capital as the primary one. This was the cem- 
tradiction between the ‘metropolitan’ bour¬ 
geoisie and the bourgeoisie at the ‘periphery’. 
Tlte whole theory had been built around the 
contradiction between the ‘centre’ and the 
‘peiiphery’. Internal debates raged on 
whether development (i e, capital accumula¬ 
tion) was at all possible at the periphery in 
the context of this relation. Proponents of 
dependent dcvjelopment argued that it was. 
But all were agreed that, at least so long as 
centre periphery relations obtained, the real 
subject of the historical process was capital. 
The argument wa.s, over whether this was 
simply capital at the centre or whether 
capital at the periphery also hiad a historical 
role to play. 

. For those who believed that developments 
in the periphery were rimpty a result of the 
will of capital at the centre, dependency was 
simply incompatible with any form of demo¬ 
cracy. The state was a state of foreign powers. 
As such, it was structurally alienated from 
the local civil society and could only relate 
to it in an authoritarian way. Only a radical 
‘delinking’ from the centre could provide a 
framework for even posing the problem of 
development, let alone its democratisation. 

Even more fatalistic was the view of those 
who believed that transnationaiisation had 
blocked the emergence of those social move¬ 
ments that had played major roles in the 
democratisation of the advanced countries. 
It stifled not only the structural capacities 
of the popular classes to make democratic 
demands on the state, but denied them even 
the organisational capacity to do so. In the 
case o( workers, transnationaiisation was 
said to have generated a ‘labour aristocracy' 
[Saul and Arrighi, 1973] which had been 
more or less ‘incorfiorated’ by the trans- 
r^itionalisation strategy of transnational 
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corporations. 

Neither did peasants fore mudi better. The 
nature of incorporation of the peasantry into 
the world capitalist system tod created a 
class which could not be expected to revolt 
as had peasants elsewhere. Writing of the 
land of the Mau Mau uprising, Colin Leys 
[197S, p 352] had this to say: “One cannot 
help feeling that in Kenya,'at lehst, that the 
character of politics will for some con¬ 
siderable time be determined by the fact that 
the peasantry as a class has not yet reached 
the limits of its development, and that the 
symbiosis between it and the urban-based 
classes is not yet fully developed eithed' 
While it may be true that peasants in the im¬ 
perialist epoch have different characteristics, 
everywhere a major social movement has 
taken place peasants have indeed partici¬ 
pated actively. Where they have failed to be 
active, other factors than the nature of the 
peasantry per se have to be studied to ex¬ 
plain such a passivity. 

In some of the radical versions, there was 
even a tendency to go beyond the assertion 
that dependency relations could not allow 
forms of democracy as practised in the cen¬ 
tre economics. Even if they did, the argu¬ 
ment went, such forms were ‘bourgeois’ 
anyway. The whole question of dcmocrati.sa- 
tion was dismissed as a bourgeois pre¬ 
occupation. This could only be because the 
process of ‘disengagement’ was not seen as 
the goal of a social movement but as a pro¬ 
blem internal to the ruling classes of the 
periphery. 

And finally, without a concrete analysis 
of class relations witliiii the periphery, 
lelaied to contradictions at the centre, 
dependency theory could not explain the 
nature and the direction ot cha.nge within 
the third world countries. As a result—and 
ironically tuti having correctly criticised the 
unilinear evolutionism of both modernisa¬ 
tion theory and of vulgar Marxism, depen¬ 
dency theoiy in the final analysis capitulated 
to the same unilinear evolutionist mode of 
analysis. The very concept of ‘under¬ 
development’ testified to this shortcoming. 
For it defined the dependent society in rela- 
iion to the dominant ‘core’, as not being 
what the latter was, without being able to 
define the internal character of the depen¬ 
dent society itself. Jast as for modernisation 
theory the ‘traditional’ was the ‘not-modem’, 
for dependency theory the ‘under-developed’ 
was the ‘noi-developed’. 

The point is that without integrating the 
analysis of the dependent relation into a 
comprehensive analysis of social relations 
within the dependent country, dependency 
theory was unable to explain both how the 
relation of dependency was reproduced and 
how it could be traasformed. It could neither 
identify those classes central to the reproduc¬ 
tion of the relation, nor those classes which 
would have an interest in its transformation. 

Today, from the point of view of depen¬ 
dency theory, the crisis of Africa is the crisis 
of centre-periphery relations. It is essentiall y 
an ‘externally’ generated crisis. The solution 
is for the periphery to ‘delink’ itself from 


the centre 1b be sure, there are those who 
speak of a popular delinking as opposed to 
a simple delinking. Nonetheless, from such 
a perspective, it is not possible to discuss 
concretely the internal basis of such a de¬ 
linking, the internal social transformations 
whose product would be a recasting of 
external relations. 

The origins of the third major school of 
thought, the mode of production school, 
also lay in theoretical/historical debates out¬ 
side Africa. These were, on the one hand, 
debates regarding the rise of western cap¬ 
italism [Rodney Hilton et al. 1976] and, on 
the other, attempts in French structuralism 
to counter the theoretical roots of economic 
determinism, unilinear evolutionism and 
humani.stic idealism which had infected the 
Communist Parties in the 3rd International. 
In the study of African societies, however,' 
the mode oi production school began with 
a dual critique, of both dependency and 
modernisation theories. From this critique 
stemmed two major contributions of this 
school of thought. 

In their critique of the dependency 
school’s one-sided preoccupation with 
‘external’ relation.s, the mode of production 
theorists called for a more dialectical rela¬ 
tion between external and internal processes. 
Their thrust wa.s on an analysis of the arti¬ 
culation of capitalist and pre-capitalist 
modes of production rather than on the link 
between central and peripheral economies 
[Wolpc, 1975; O’Meara. 1979; Depelchin, 
1981]. The first major contribution of this 
school was thus to shift the analytical em¬ 
phasis from the state to society, from the 
bourgeoisie ol the periphery to its produc¬ 
ing classes. 

The mode of production school was 
simultaneously a critique of modernisation 
theory, and particularly of the functionalist 
tradition in anthropology which had treated 
cultural variables as key to explaining why- 
traditional societies resist change. While 
dependency theorists had effectively demo¬ 
lished the dualist assumptions of inodernisa 
tion theory, their preoccupation with centre- 
periphery relations had left relatively un¬ 
touched what modernisation theorists had 
to say about the character of internal social 
relations in African countries. In the field 
of social anthropology, for example, the 
mode of production critique [eg, 
Meiiiassoux, P P Rey] was an attack on 
functionalist anthropology with its focus on 
the socially integrative role of kinship. The 
lineage mode of production was literally 
initially employed to show that toneath the 
apparantly ‘mutualist’ and co-operative 
facade of kinship lay relations of exploita¬ 
tion and domination of which kinship 
categories and norms were, in part at least, 
ideological justification/mystification 
[Kitching, 1985]. The second major con¬ 
tribution of the mode of production school 
was thus to lay emphasis on the need to 
study the concrete process of class forma¬ 
tion in African societies to understand their 
contemporary character. In the best of their 
writings [P P Rey, W6], this was extended 


also to include an investigation into the 
material basis of alliances between classes 
or political forces. 

And yet, the mode of production school 
suffered from its attempt to negate depen¬ 
dency theory in a one-sided manner. It not 
only ended up reproducing some of the very 
shortcomings of dependency theory, it also 
failed to incorporate into its perspective 
some of the major strengths and contribu¬ 
tions of the same. 

Thus, these critics could not depart from 
the functionalist and objectivist orientation 
of the dependency school. They in turn 
succumbed to a new form of cconomism. 
Whether pre-capitalist forms were trans¬ 
formed, or whether its aspects were retained 
as forms, was a function of the needs of 
accumulation in the capitalist mode. Social 
reality, as it were, was deduced from the logic 
of capital accumulation. 

At the same time, with the pos.sible excep¬ 
tion of P P Rey [1976], the mode of produc¬ 
tion theorists had a strong tendency to total¬ 
ly sidestep the central question raised by the 
dependent? school: the question of depen¬ 
dency. They focu.sed on relations between 
modes of production as if no states and state 
boundaries existed. They focused on the 
logic of economic structures as if no political 
relations existed. In fact, it would be no ecag- 
geration to say that the writings of many of 
the modes of production theorists had a 
strong tendency to liquidate the very ques¬ 
tion of imperialism. 

The overall economism of the mode of 
production school went hand in hand with 
a millennial orientation when it came to con¬ 
crete political studies. Several researchers did 
carry out concrete and important investiga¬ 
tions of labour movements in critical res¬ 
ponse to the ‘labour aristocracy’ thesis of the 
dependency school [Sandbrook and Cohen, 
eds, 1975). But their preoccupation was 
solely with the working class, whom they 
tended to see. at least implicitly, as the sole 
subjective factor for social change. To the 
extent they confronted non-proletarian mass 
movements in practice, they simply bypassed 
thern. 

Thus, the labour studies pioneered by this 
school [Friedland, 1974; Karaus, 1976; 
Munslow and Finch, 1984; Waterman, 1984; 
Freund, 1984] raised questions which were 
no different from the questions that would 
be raised by similar studies in an advanced 
capitalist society where the working class is 
a majority. Us preoccupation was with ques¬ 
tions of worker consciousness and militancy, 
internal relations in working class organisa¬ 
tions, and the hi.story of state-working class 
relations. Authors who went so far as to put 
the question of working class organisation 
in the context of an ‘underdeveloped’ poli¬ 
tical economy still fell short of analysing 
these same struggles in the overall context 
of popular struggles in that particular, 
country. 

Even an important study of working class 
struggles as that by Shivji [1983] in Iknzania 
was marred by its single-minded focus on 
the relation between organised sectors of the 
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working class and the state power, to the 
total exclusion of analysing their relation 
with the struggles of other producing classes 
which formed the majority in a country like 
Ihnzania. It is the absence of a focus on the 
specific question - of a worker-peasant 
alliance, and on the general question of the 
relation of working class struggles to the 
struggles of the non-proletarian masses, in 
an historical and social context where the 
latter formed the vast majority, which gave 
the resulting studies an exceedingly narrow 
political focus and a millennial orientation. 

And yet an important contribution of this 
school, as we have already pointed out, was 
to take as its point of departure African 
society and not the African state as the real 
subject of history. To that extent, it differed 
sharply from both the earlier ‘Africanist’ 
historians and later dependency theorists. If 
anything, their empha.sis coincided with that 
of brant/ Fanon, the most articulate of the 
popular wing of anti-colonial nationalist 
movements. Fanon, as is well known, hud 
nothing but contempt for the ‘decedant’ and 
‘poverty-stricken’ African bourgeoisie that 
performed the role of a ‘cheap-jack’ for the 
western bourgcoi.sie. I^tcking any of the 
pioneering capacity of the lattci during its 
youth, these middlemen could aim at 
nothing mure than to turn Africa into a pale 
reflection of Furope. Surely, for Fanon, the 
luiiirc did not rest in the hands of the 
African bourgeoisie, nor with the state it 
inherited: the future had to be wrested from 
II by the .African masses through .struggle. 

For the mode of production .sehoo', as it 
would ha\c been tot Fanon, the crisis of 
Africa today is the crisis of the working 
people o( Aftica, the essence being their 
failure to iranslotm the order forged dur¬ 
ing the colonial eia. While their shining 
attention «>n to .lOme sector of the popular 
masses (in tliis ease, the woiking class) us 
the real subject of African history was un¬ 
doubtedly an advance over dependency 
theory's preoccupation with the .state, their 
tendency to i.saluie the struggles of ihe work¬ 
ing class from the overall context of popular 
struggles gave thcii writings both too narrow 
a foeus and a millennial orientation. 

Now, if dependency theorists were pre¬ 
occupied with the objective side of relations 
and stayed an arm’s length away from the 
study of social movements, and if the mode 
of production school was limned to a narrow 
concern with working class sirugglcs, docs 
it mean that writers on contemporary Africa 
by and large simply ignored the movements 
of its non-proletarian masses? But for .some 
notable exceptions like Richard Joseph on 
Cameroons [1977], social protest was em¬ 
pirically studied by conventional scholars 
whose frame of analysis, as we shall soon 
see, was inspired by the a.ssuinptions of the 
modernisation school. As Marx unce com¬ 
mented, when materialism is mechanical, the 
human agency is portrayed by certain 
idealists! 

Modernisation theorists, as wc have seen, 
had their own internal struggles as they tried 


to come to terms with the reality of social 
conflict and social contradictions in African 
societies. It took a protracted struggle More 
these theorists could even accept that such 
a reality indeed existed. While econojnists - 
focused on the state and the modern 
economy, political scientists on the state and 
nation-building, and sociologists on 
urbanisation, “social anthropologists who 
pervaded the countryside maintained their 
traditional fixation on ’tribes”’. As Mufe- 
je [1985] has recently pointed out, the last 
place where ‘peasant studies’ made inroads 
was African Studies, for cultivators in the 
African countryside were presumed to be 
tribesmen and women, not peasants! And 
why not, since picvailing assumptions held 
that land was relatively abundant through¬ 
out the continent, land tenure was com¬ 
munal, social relaiioqs organi.sed along co¬ 
operative, kinship lines generating and re-- 
producing tcelings of 'iribal' solidarity, and 
cities rclalivcls few and therefore absent 
[Welch, 1978]. The African cultivator, from 
this point of view-, lived more or less in a slate 
of. nature. 

This 'noble savage* conception of African 
cultivators, as we have seen, was effectively 
critiqued by French economic aihropologisis 
belonging to the mode of production school, 
in the process establishing the need to study 
concretely the process of class formation in 
African societies. And yet, as if to underline 
that theories are not simply a product of 
rational discourse hut also thrive in relation 
to prevailing interests, this same conception 
has recently been resurrected by Goran 
Hyden with his assertion that the African 
pca.sani remains ‘iincapiuicd’ by dominant 
classes in society, or, to put it differently, that 
the African countryside (at least outside of 
the labour reserve economies) remains class¬ 
less and the Aliican cultivators without 
any regularly reproduced relations of 


oppression/exploitation with dominant 
classes in control of state power. On the 
other hand, Hyden sees that state power as 
suspended above society, held up from the 
outside by golden strings of aid, but hdpless 
to penetrate African society, which is itself 
depicted as some kind of an unchanging 
Le^than with impenetrable scales knit 
tightly together into an teonomy of affec¬ 
tion’. Notwithstanding his entrepreneurial 
abilities—his capacity to incorporate Marxist 
terms into a modernisation di.scourse— 
Hyden has really resurrected the ‘primordial’ 
and ‘traditional’ Africa of modernisatio.n 
theory, an Africa of the social anthro¬ 
pologists where social relations based on 
kinship ties preclude any internal social con¬ 
tradictions from developing. It is not the 
theoreticians of the modernisation school, 
like Hyden. but its practitioners in search of 
empirical facts who have been responsible 
in ihe main for concrete studies of .social 
movements among the peasantry. But in 
spite of the richness of the empirical data 
uncovered by several of them, these studies 
have been marred by the assumptions of 
modernisation theory which have guided 
them in the very questions they have posed, 
and therefore in the very data they have 
sought. These empirical studies have reflec¬ 
ted two different types of preoccupations. 

On the one hand, researchers have investi¬ 
gated ‘tribal’ and ’nationalist' movements. 
Movements have been charactciised as 
‘tribal’ or as ‘nationalist’ depending, first of 
all. on the language in which its demands 
have been articulated and, secondly, on the 
geographical limits of its organisation. Pul 
in the unilinear evolutionist framework of 
modernisation theory, ‘tribalism’ was defin 
ed as pre-modern and backward, eithei 
hindering or at best preparing the ground 
for modern ‘nationalist’ movements. In the 
latter conception, ‘tribal’ movements were 


CENTRE FOR SOCIAL STUDIES 
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IWo Week Course on Computer Applications In Social Sciences 

The Centre for Social Studies, Surat is orsanisins its fifth two week ICS5R 
sponsored course on COMPUTER APPLICATIONS IN SOCIAL SCIENCES for 
20th JUNE 1988 to 3rd JULV 1988. The course is meant for researchers and 
university teachers who are ensaged in survey based research and need to 
deal with analysis and processing of data. The orientation of the course would 
be to expose the participants to fundamentals of computer, computer pro¬ 
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To facilitate meaningful interaction, it has been decided to restrict the size 
of the group to 20 comprising a suitable mix of participants. Travel, lodging 
and boarding will be provided to the selected participants. 
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ordinator, Centre for Social Studies, University Campus, Udhna-Magdalla Road, 
SURAT - 395 007 latest by May 9th, 1988. 
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seen as examples of ‘primary* resistance and 
‘nationalist’ movements as those of ‘secon¬ 
dary’ resistance, the latter seen as the out¬ 
come of the former [Ranger, 1968]. 

The teleological distinction primary/ 
secondary resistances is entirely based on the 
pcriodisation of history centered around the 
colonial state; resistance against the esta¬ 
blishment of the colonial stale is said to be 
primary and that against the consolidation 
of functioning of the colonial state is said 
to be secondary. The simple fact of the con¬ 
tinuation of the colonial state is taken as 
sufficient basis to establish these as two 
phases of a single movement, one ‘primary’ 
and therefore primiiivc. the trthcr ‘.secon¬ 
dary’ and therefore relatively advanced. 
Where such a distinction could not be esta¬ 
blished ba.scd on simple historical chrono¬ 
logy, where ‘tribally-confined’ movements 
arose but alter the colonial .state had con¬ 
solidated, became the focal points of dis¬ 
agreement among scholars. This is why a 
central controversy in the literature focu.sed 
on whether a movement—Maji Maji or Mau 
Mau—should be characterised as ‘tribal’ or 
as ‘nationalist’ The former became a label 
of disapproval, the latter of approval. 

In the process, mo.st issues iihportant from 
the standpoint of democracy were bypas.scd. 
That all these were movements that arose in 
definite .socio-political contexts was forgot¬ 
ten. Emphasis on ideology tended to 
preclude any serious investigation of the 
demand (content) ol these movements, and 
even of which classes participated in it under 
the leadership of which class. As to whether 
these were movements for rights or for 
privileges was a question seldom posed. The 
creative element in thc.se movements, parti- 
culaily in those defined as ‘iribal'—for 
example, as regards the innovation of new 
democratic toriiis, whether on the plane of 
participaiion/representation or of imple¬ 
mentation - was seldom underlined. 

On the other hand, there developed a 
second body ot studies specialising on 
religious movements of peasants and of 
migrant labourers. But this body of literature 
loo, to an exicni reflecting the division ol 
the social sciences into a variety of clear-cut 
disciplines—as it social reality could be 
similailv neatly divided—proceeded by way 
of entirely, artilicial dichotomies. Were these 
religious movements ’cultural’ or ‘political’, 
researchers asked lime and again'.' Were they 
•counter-societies’ not aiming at the con- 
quc.st of political power but l tying to escape 
from a ‘hostile environment’ or were they 
political movements that “react first and 
foremotit to political and economic oppres¬ 
sion and (who) attempt lo conquer political 
power?” [Buijtenhuijs, in Bisbergen and 
Schofeleers, 1985). 

This false dichotomy between ‘counter¬ 
society’ and ‘political protest', between flight 
and battle, suggested a simplistic and a 
mechanical conception of a struggle, one 
which robbed every political movement of 
its cultural dimension and every cultural 
movement of its political significance. And 
yet the empirical material unearthed by these 
same scholars tended to belie the same 


dichotomies. For example, the researches on 
the Nyabingi [Robins, 1974] and the Vikan 
[Sutten, 1968-69] cults in Uganda show that 
these strongly religious movements, much 
like Maji Maji, were simultaneously anti¬ 
colonial movements and movements for in¬ 
ternal socio-cultural reform. They con¬ 
fronted both colonial and traditional- 
authority. Any attempt to drive a wedge bet¬ 
ween the political and the cultural aspects 
of these movement.s, polarising the two in 
sharp opposition in the process, would only 
conclude with a very onesided understanding 
of these movements. 

This, however, was not all. There were also 
other, though similar, rigid oppositions 
drawn in the literature. Should religious 
experience be understood through a sym¬ 
bolic and literary analysis of syntaxes and 
texts which emphasise internal history or 
should it be understood through a con- 
lexlual/structural analysis which emphasise 
the social context of symbolic production? 

I Bisbergen and Schofeleers, 1985]. A debate 
raged on whether religious experience must 
be understood symbolically or instrumen- 
tally, whether analysis should emphasise its 
intrinsic meaning or extrinsic effect—as if 
a social experience could be either wholly 
objective or wholly subjective, one to the 
exclusion of the other! 

A pioneering study thgt did break through 
these absolutely drawn dichotomies and suc¬ 
ceed in relativising them was that by Karen 
Fields 11985] on the Waltchtower Movement 
in central Africa. While Fields brilliantly 
showed how “millennial activists spoke the 
language of the institutions which ruled 
them directly,” she never posed the question 
of which social groups and classes the move¬ 
ment succeeded in reaching ang organising 
and which ones it did not. Anxious to 
distance herself* from the “vulgar Marxist 
conception that social conditions ‘cau.se’ 
religious ideology.” she ended up simply 
detaching social consciousness (ideology) 
from social experience (class). 

While field research inspired by the mode 
of production school carried out numerous 
studies of labour movements, and that 
inspired by the modernisation perspective as 
many studies on tribal/nationalist and 
religious/cultural movements, there were 
social groups on whose social activity these 
schools of thought tended to remain rriative- 
ly silent. These were primarily women and 
youth. But if democratic practice and 
democratic theory is to be popular, it must 
not only come to terms with the class 
principle—the rights of those who labour in 
society—it must also come to terms with the 
principle of -the rights of political minorities 
in Africa, be these defined as the rights of 
nationalities (tribes), women or youth. 

In sum, then, the odstence of a crisis in 
Africa demands that attention be directed 
to the subjective factor in African develop¬ 
ment. For whatever the roots of that crisis^ 
•externaT, ‘internal’, or a sp^ific mix of the 
two—its solution can only be the result of 
initiative by organised social forces inside 
Africa. Hitherto, all schools of thought have' 
either frwused onesidedly on the African 


state as the subject of African development 
or, to the extent they have shifted attention 
to some sector of the popular masses, this 
has been in a manner which has tended to 
isolate these movements from their overall 
social or historical context. As a result, our 
undersunding—both of these movements 
and of the twin processes of democratisa- 
tion and development—has tended to remain 
partial. 

Secondly, to focus on the questiori of 
popular movements and democracy should 
not lead to an exercise in abstract model 
building. Its point is not to search for and 
devise institutions for popular participation 
in the manner of the social engineering 
reminiscent of the modernisation school. 
Rather, the point is to underline actiikl forms 
of organisation and participation, demo¬ 
cratic or otherwise, that have actually emerg¬ 
ed in the historical development of- popular 
movements in Africa. 

And finally, neither should the exercise be 
seen as a celebration of these movements. 
It is really more in the nature of an analytical 
study, a critical summing up of the positive 
and the negative aspects of these movements 
as reflected through actual historical ex¬ 
periences. It is in this sense a stock-taking 
exercise. For, after all, isn’t to understand the 
nature of the African crisis—to a.sk which 
way Africa?— also to ask: What went wrong 
with popular movements in Africa? 
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Form of general notice to be given to the member of the public before making an ap¬ 
plication to the Cen^ Gos/emment under Sub-Section (4) of Section 93 of the AAonopolies 
and Restrictive Trade Preaices Act, 1969. 


NOTICE 


1. It is hereby notified for the information of the public that South India Corporatton 
(^ncies) Limited proposes to make an application to Centrai Government in the 
Department of Company Affairs, New Delhi, under sub-section (4) of Section 23 of 
the Monopoiies and ReMrictive Trade Practices Act, 1969, for approval to the take 
over of the whole of Sicaal Jebsen Ships India Limited. Brief particulars of the proposal 
are as under; 

i. Name and address of the applicant South India Corporation 

(Agencies) Limited, 

‘South India House', 

36-40, Armenian Street, 

Madras - 600 001. 


ii. Name and address of the undertaking the 
whole or part of which is proposed to be 
taken over and manner of take over 


iii. Management structure of the applicant 


Sicaal Jebsen Ships India Limited 
‘South India House' 

36-40, Armenian Street, 

Madras - 600 001 
By Acquisition of Shares 

The compary is managed by the 
Managing Director subject to the 
supervision and control of the 
Board of Directors. 

Board of Directors- 

Shri A.C. Muthiah, Chairman 

Shri ItC. Krishnaswamy — 

Managing Director 
Shri C. Chockalingam 

prector - Marketing) 
Shri Ashwin C Muthiah 
Shri R. Muthu 
Shri S. Shanmugam 
Shri AC. Muthanna 
Shri J.G. Masilamani 
Shri P. I^ndaswamy 
Shri S. Sriraman 
Shri S. Natarajan 


iv. a. Capital structure of the applicant Authorised Capital 

Rs. 1,00,00,000 
Issued, Subscribed 
and Paid-up Rs. 72,46,000 

b. the undertaking proposed to be taken over: Authorised Capital 

Rs.1,00,00,000 
Issued Capital Rs. 60,00,000 
Subscribed & 

Paid-up Rs. 700 


V. Line(s) of business of the undertaking which : Shipping Industry 
will or IS likely to emerge as a result of the pro¬ 
posed take-over. 


vi. Consideration for the take-over 


: The applicant Company intends 
to acquire 6,00,000 Equity 
Shares of Ite. 10/- each. 


vij. Scheme of finance indicating the sourcc(s) ; From the internal resources 
of finance for the proposed take over 


Any pcson interested in the matter may make a representation to Secretary, Depart¬ 
ment o‘ Company Affairs, Government of India, Shastri Bhavan, Dr Rajendra Prasad 
Road, New Delhi within 14 days from the date of publicatton of this Notice indicating 
his views on the proposal and indicating the nature of his interest therein 

For SOUTH INDIA CORPORATION 
(AGENCIES) LIMITED 

Aftadras S. SUNDARARAJ^N 

dated: .20th April 1988 SECRETARV 
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® THE BANK OF TOKYO LTD. 

(Incorporated in Japan Liability of Members Limited) 

CONSOLIDATED BALANCE SHEET FOR INDIAN OFFICES AS ON 31ST DECEMBER, 1987 
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forward ExChOrigF 

Contracts 

(v) Liability un 611*5 
re>diS'.oiintrd 


It*. K 


1 70,70,44,96336 

96.75, 74 . 45 s 63 
31 17 40,93263 


<96 I'l BO989 36 


3.M.1SJa9W.M 


Fffviout Year 
NUKU 


i.»i.0b w.djy 


93.53.577 


25.05626 


%99,97,m 

6,70.67.447 
1.06.70 3X 


48JI.4M97 


54,l6sf79 

67.70.914 

20,8/105 

9.71.495 

39,49,631 

14JI,1t970 

0.6500,999 

6,71.540 

35.54.193 


5.1950,659 

66,36.356 


9.58.69.89.609 


E lAMC or IDKIfO im 
BOMBAY BRANCH 


Bombay, «9lh April 1900 


1 UTHICA 

Authoraed Sfsngiofe 


As per our repod anac^eci 

IHAilAr ft TANNAN 

CHARTtlteP ATCOUNIANIS 
BV THE HAND Of 

Sd/ 

PS VIJASANXAS 
PABTNfy 


THB lANK OF KNOO ITBl 
BOMBAY BRANCH 

5d/- 

'' kONDUMt 

OfnrnP Manager 

CHIEF EXeCUIIVE OFFICER OF INDIAN OFFICES 


BcoooBtfc and PtoHtkal WMcly May 7,1908 

















® THE BANK OF TOKYO LTD. 

(Incorporated in Japan Liability of Members Limited) 

CONSOLIDATED PROFIT & LOSS ACCOUNT OF INDIAN OFFICES AS ON 31ST DECEMBER 1987 


PiwoM ^ EXPENorrutt 
RUICES 


1.35.19^9 

9,000 

6,96,97,09S 

1,0S.797 

91,99,804 

79.669 

94,18,700 

13.63.439 


1.79.70.750 

3,76.37.793 


98,93.09,850 


Interest ptid on DepotKs, BorroMr- 
ings etc 

Salaries artd Allowances and 
l^cMdcni Funds 
Directors' and local C ommitte e 
Men^ws’ Fees and ANovMnces 
Rem, Taxes, insurance. U^ins, etc 
law Charges 

kKMgc, lelesrams and Stamps 
Auditors' Fees 

Depreciation on and Repairs to the 
Banking Ccxnpany's Property 
Stabonery, Pnntins, Adveitisemem, etc 
loss from sale of or dealing with 
Non-Banking Assets 
Other Fxpendilure 
Balance of Profit 



Previous Mear 
RUPEES 


19,17,83.399.01 

1,60,71,19900 

9,00000 
10,39,90,97970 
1.35.57055 
30,03,69916 
99,76100 

34,38,95681 
17.16,304 77 


79,67,611 44 
47.17.014 61 


33.14.62,57905 



INCOME 

(Less Prt^ion made dunng the year 
for bad and doubtful debts and other 
usual ot necessary previsions) 


1 Interest «td Discount 
9 Commission, Exchange and Brokerage 
3 Rents 

4, Net Prafit on sale of Investments. Gold 
and land, Prermses and Other 
Assets (not credited to Reserves or 
any particular Fiaid or Account) 

5 Net Profit on reveiuanon of 
Investments Gold and Silver, land. 
Premises and Other Assets (not 
credited to Reserves or any particular 
Funds or Account) 

6 Income from non banking assets^ and 
jivofit from sale of or deaimg 

with such Assets 

7 Othc^ ReceirXs 

8 loss (If any) 



33.14,62,57905 


Inter omcc(s) Interect: 


(i) Net interest paid by Bombay, CalcuRa & New De^ 
OfHces(s} shown under "Interest paid on Deposits 
Borrowmgs etc" acroum Rs 

(n) Net Interest receiwid by Bombay Calcutta, New Delhi 
Offlce($) shown under Interest paid bn Deposits bor 
rowings etc account ^ 

Net Interest received/Pa>d Rs 


66,90,155 00* 


18,12,54489 

50,07,61011 


' mckidcsRs 66,66,489 00 as interest paid on borrovingafrom HO Sw Fr 1.96.SK),00000 
Rs 19,60,03.99600 


1 Remuneration relating to General Manager of Bombay 
^nesp^ office 6 Oxef Executive Officer of Indian 
Office- 


(i) Salary (Previous half year Rs 1,19,830) 

Rs 

1,11.15000 

(ii) Aikvrance (Prevtous half Mear Rs 99.677) 

Rs 

50.40000 



1,61,55000 

(hi) Sitting fees 

_ 

Rs 

Nil 

(iv) Bonus 

Rs 

Nil 

Employers's Contribution to Provident Fund, 
Pensior) or other Super Annuation Fund 

Rs 

Nil 

(VI) Monetary value of other benefit & Perquisites 
(Previous half year Rs 16,611) 

Rs. 

17,755 00 


BomtMy. 99th April IV88 


THC BANK OP VORIIO Lift 
BOMBAY BRANCH 
Sd/ 

I UCHIOA 

Auffionsrc# Si^nturr 


A% per our report iHtached 
SHABAP 8 UNNAN 

CHARTEKD ACCOUNTANTS 
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Sd/ 

PS VLPSSAtWAR 
AARTtftR 


TN8 BANK OF lOmO tm 

BOMBAY BRANCH 
Sd/ 

5 KONOUMI 

Giiwratf ATMAger and 
c»^£3NCMm« q(7iic«pc//MtoR ctfkM 


EcMKHuic and IbUtkad WtaUy Mqr 7 , 19 M 

















® THE BANK OF TOKYO LTD. 

(Incorporated in Japan Liability of Members Limited) 


NOTES ON ACCOUNTS FOR THE YEAR ENDED 31ST DECEMBER, 1987 


1 4^0 provision hK bren made tor 

(a) Rs 10.06,799 betns shortfall in tax liability for assessment year 1984 85 vrbich tMK been provided tor subsequently 

(b) Rs 4.59.1S4 beirq depreciation in the value of inveAment as at the year end. 

(c) Rs 15.663 brins balarire in interoffice accoum. The Bank of Tokyo Ltd, Kwachi. outsianding seice 1965 and consider doubrrui of recovery 

9 (a) Advances classified as 300 d includes an amount of Rs 9.90.99,647 bcii^ advances to certain constituents m a group v^ich is doubtful of recovery to the extent of 

Rs 1.60.16,998 tor which the bank has taken steps to take possession of secunty by moving the court and appomhng court receiver Adequate proviston has been 
made by the bwik after the year end when the valuation was completed pending actual realisation of security 
(b) On the basis of certificates of the bank's auditor at their Head Office. Tokyo the generat portion of the 'Reserve For Possible Loan Losses' created by the Dank in its 
books at the Head Office, is Adequate to cover the provision required tor bad & doubtful debts in the Indben books as at 31st December, 1987 

3 Interest and Discount 

(a) IS net after adjustment of interest on advances consideted doubtful of recovery/sticky (including Rs 46.94.811 fot previous yeBr]Rs 71,10,449 
<b) includes discount on Commerciat 8iils erroneously considered higher by Rs 94,44,495 

4 (a) Head Office Administrative expenses have not been charged in the accounts and provision fcv taxes has been computed accordingly 

(b) Rent, Rates & Taxes irKiudtng Rs 9,87,05.630 beir^ provision fex Income-tw (includir^g Rs 4,95.404 for prioi year) v^tch is excess by Rs 1.11,59.609 

5 In some cases the balances with other banks are subject to confirmation by the respeaive parties 

6 inter Office accounts iricludes Rs 67,60,000 received from Head Office tor acquisition of residential premises for Bank's Officers in terms of the sanction of Reserve Bai9( 

of India 


AUDITOR'S REPORT 

1 We hawr audited the annip^d Balance Sheet ^ Indian Branches o( The Bar* of Tokyo Limited, as on 31st December, 19B7 and also ttw annexed Profit and Loss Accoum tor tnt 
year to that date m wNch are incorporated the returra frrm Caicutta and New Delhi Branches audited under Section 9% of the Companies Act. 1956 by other auditors 
9 In accordance with the provisions of Seflion 99 of the Banking Regulation Act. 1949 read together with the provisions cK Sub sections (IX (2) and (5) erf Section 911 and Sub section 
(S) irf Section 29/ of The Companies Act, 1956. ttv Balance Sheet and the Profit and loss Account are not required to be and are nerf drawn up in accordance with Scttedule V 
to The Companies Act. 1956 The Acco'ints are, therefore, drawn up to conform with Forms A 8 B of the Thiwl Schedule to the Banking Reflations Act, 1949 Sut^t to the foregoing 
observations, we report ttut in acroidance wth Subsection (3) of SectiCKt 10 of the Barilung Regulation Aa. 1949 

la) Wr have otrfamed all the mforrnarion end expicnati^s which to the best of our knowledge and belief vi«re necessary lor the purposes of our audit and have found them to 
be satisfaLtory, 

^)The transactions of the Indian Branches vmich have come to our notKC haw been within the pOMcrs of the Bank, 

(c) In our opinion, proper books of accoimt. as required by law. have been kept by the Indian Branches of tt« Bank so far as appears from our examination of these books and 
proper returns adequate for the purposes of our audit have been received from the BrarKhes of the Bank, 

(d) The repwt on the accounts of Calcutta and New Dettii Branches of the Bank, audited by the respective Branch Auditors, vwire received and properly dealt with by us, while 
Cireparing our r^it. 

(e) The Balance Sheet and ffie iffiirfit and loss account dealt with by this report are m agreement with the books erf account and the returrts, 

(0 In our <H>inion and to the best of out information and according to tfie ocpianations given to us the said accourus give the mfc^ination required by The Companies Art, 1956, 
in the manner so required, tor Banking companies and subject to 
Note 1: regarding non-provision in the accounts for 
(a) tax tiabitity 

9)) depreciation m the value of investment as at the year end 
fC) bala'ive tn mtenoffjce account considered doutxfui of recovery 
Note 8: (a) regarding certain advances cias»fied as good, though doubtful erf recoup, and 

regaKling provision for doubtful debts which has been made by their Head Office, Tokyo 
Note 3: ( 1 ) regarding M^ite off of interest on advances cemsidered doubtful trf recovery/sticky 
(n) regarding Discount on conuneraBl bitts erroneously considered Ngher. 
and read together with the other notts^ give a tnje and fair view. 

(i) in the case of the Balance ^et of the state of affairs o( the Indian B'arKlirs of the Bank as at 31st December. 1^7 and 

(ii) m the case of the profit and loss account of the profit for the year ended on that date 


Bombay. 29th AprH 1968 


SHARP 8 TANNAN 

CHAurmo accountants 

By the hand of 
Sd/ 

P.S. VUAYIANKAR 

fVkRTNER 


Rcoonmlc and PoUtkal Rfeekly May 7, 1988 





DISCUSSION 


IRDP and Rural Diversification 

Rakesh Sharma 
Deepak Gianchandani 


THE usefulness of the ‘concurrent evalua¬ 
tion of IRDP* initiated by the department 
of rural development, ministry of Agricul¬ 
ture, is likely to emerge from the insights it 
yields into the performance of the pro¬ 
gramme in different regions of the country. 
These insights would be particularly in¬ 
teresting in view of the common procedure/ 
schedule adopted for collecting information. 
In this contest, the article by Rao and Erap- 
pa (I I is, hopefully, only the first of a series. 
An aggregated view at the national level [2] 
although necessary for certain kinds of deci¬ 
sions, is unlikely to be more than a ‘mixed 
bag’ in terms of the performance criteria, 
given the enormous amount of regional 
[contextual] diversity that prevails. 

Although Rao and Erappa are predomi¬ 
nantly concerned with the rural diversifi¬ 
cation-promotional aspect of IRDP.-they 
make a number of observations about the 
programme per .re which we propose to ad¬ 
dress ourselves to. 'fhe intention is to com¬ 
pare these with the findings of our survey 
[undertaken as a part of the concurrent 
evaluation] in northern and eastern Ra¬ 
jasthan [3]. It needs to be mentioned here 
that in terms of the field observations, the 
degree of convergence is indeed remarkable. 
However, explanations offered and, more 
importantly, conclusions drawn from these 
observations, provide the points of 
departure. 

Ixt us begin with the vexed question of 
selection of beneficiaries. Although Rao and 
Erappa do not provide the income estimates 
of sample beneficiaries, they make a signifi¬ 
cant observation when they say: 


groups, also suggest that the initial cconoimc 
status [including ownership of land and pre-. 
assistance incomes] seems to have a positive 
association with the differential ability of 
bcneHciary families to make use of the 
programme—seen in terms of relative 
returns derived from a given asset (see the 
Thble). to be sure, even Rao and Erappa 
report better capacity of the ’iniddld group, 
as compared to the poor, in using the 
opportunities when they become available 
(p| A-IS8), making the reducing income-gap 
conclusion all the more inexplicable. 

For a programme meant to address a 
group of families poorly endowed in respea 
of both ownership of land and income level, 
its positive associations with these en¬ 
dowments is a serious statement. Given that 
the movement of the programme from mid¬ 
dle downward is, as per Rao and Erappa, 
only a ‘plausible speculation’, the conclusion 
that “IRDP is still valuable and relevant 
because in its absence the rural poor will 
have to rely on charity and wages from hard 
but unskilled work’’ (p A-160), sounds, at 
best, unconvincing. 

Our fleld experiences lead us to believe 
that the programme, as it is implemented 
[with almost no special efforts directed 
towards making the schemes—and the 
poor—viable] is not unlike the other ‘relief 
programmes. Whether this is a consequence 
of the limited ‘capacity of the rule-cum- 
procedure-bound bureaucracy’, the excessive 
pressure exerted on the over-worked block 
machinery or just a function of the socio¬ 
economic milieu in which it is implemented 
may be debatable, but that this seems also 


to be the situation obtaining in Karnataka 
is indicated by the following excerpts: 

.The implementing staff remain so pre¬ 
occupied with Uk time-bound Uuks of sdec- 
tkm of the required number of benefidaties, 
processing of their applications, release of 
assistance to them etc. that it is doubtful 
whether they would be in a position to divert 
enough time and efforts to monitor objec¬ 
tively the performance of beneficiaries 
assisted in cariior years (]]|| A-160) [5]. 

If individuals are to be assisted in an «d hoe 
manner based on a casnal assessment of self- 
empioyment opportunities in their neigh¬ 
bourhood, it is obvious that there is no 
serious intemion to fit in IRDP with the area- 
level and larger regional-level designs... 
(pA-]'60). 

However unlike other ‘reUef programmes it 
is limited in its reach and is for the poorer 
families a high-risk and anxiety-ridden alter¬ 
native for meeting their primary require¬ 
ment, i e, their present consumption needs. 
Seen in this light, neither the relative 
preference of the poor for ‘relief program¬ 
mes nor the interest of TRYSEM trainees to 
continue their stipendiary status [6] appear 
surprising. 

^ agree with Rao and Erappa that IRDP 
“helps those who have better than average 
Altitudes towards and aptitudes for entre¬ 
preneurial activities... [and]... may have 
a far from negligible role in bringing about 
a desirable change in rural perceptions, 
aspirations, and urges” (p A-IM). But they 
would surely concur with us that if this is 
the justification we can offer for continuing 
the programme, it is time we stopped preten¬ 
ding that it is a major poverty alleviation 
programme. 

References 

[The view.s expressed here are strictly our per¬ 
sonal views. ^ are, however, deeply indebted 


land-lmkedness of IRDP weakens both its 
thrust for diversification and its capacity to 
reach the lowest landless stratum in the rural 
areas, (p A-IS8). 

They go on to find, however, that the percen¬ 
tage of income generated by IRDP .scheme 
to initial income of the beneticiaries is 
highest foi the ‘bottom* group and lowest 
for the ‘upper’. Despite their eariiet cau¬ 
tion |4| they miss the point—and we would 
like to believe it is only due to oversight— 
that such indicators, fluctuating as they do 
significantly with the ba.se valuc.s, cannot be 
justifiably used to conclude that “IRUP has 
worked to reduce the income gap between 
the beneficiaries at the lowest income level 
and other beneficiaries”' (p A-159). It is 
these base values which also explain the ‘ap 
parently contradicioiy' observation of a 
greater percentage of beneficiaries with 
higher incomes crossing the poverty line. 

Our observations in Rajasthan, while cor¬ 
roborating the limited ability of the pro¬ 
gramme to reach out to the most deprived 


Tabli:: AvbRACih Gross Returns from Different Schemes to Old Bfnffk iaries 
Maintainino ihe Asslis 


Scheme Eli gibl e Beneficiaries _ineli gible Beneficiaries 


NIR 

IR 

Average 

Gross 

Returns 

(Rs) 

NIR 

IR 

Average 

Gross 

Returns 

(Rs) 

Primary Hertor Hchi’nit**! 
Dairy 4 

K 

IStS.tX) 

4 

8 

2325.00 

Coats 2 


9«).(X) 

- 

1 

1566.00 

Sheep — 

Y 

lOhb.OO 

1 

4 

2062.00 

Bullocks - 

1 

S(X).(X) 

- 

2 

750.00 

Others 


- 




S‘(-nndnrs M-etor srhrmi-r 

All 

J 

1450.00 

I 



'lertiars seelwr srheim-- 
ADG 2 

20 

2378.00 

3 

19 

3104.00 

Others 3 

I 

2400.00 

3 

5 

2100.00 

liital It 

40 


12 

39 



Notes: IR: Number of beneficiaries reporting income. 

NIR: Number of beneficiaries reporting no income. 
ADC: Animal-drawn carts. 
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to colleagues at the Institute of Development 
‘ Studies. Jaipur, for their helpful comments in 
the preparation of the draft report mentioned 
at [3] below.] 

[I] V M Rao and S Erappa (I98T) ‘IROP and 
Rural Diversification; A Study in Karna¬ 
taka’, Economic and Political Weekly, 
Vol XXII, No S2, December 26, pp A-tSI 
to Ari60. All page numbers in the text refer 
to this article. 

|2] N J Kurian (1987) MRDP: How Relevant 
Is It?’ Economic and Political Weekly, 
Vol XXII. No 52. December 26. pp A-160 
to A-176. 

[3] A draft report entitled 'A Target Missed: 
An Evaluation of IRDP m Northern and 
Eastern Rajasthad,- Institute of Develoo- 
ment Studies, Jaipilf (1987), brings together 
these findings based on the responses of S(N) 
benefiqiaries. 

[4] That the “emphasis is on making com- 
parfsons among fairly large groups of 
beneficiaries without bringing in actual 


THP. purpose of Ihimmaiah's response 
(I'cbruary 13, 1988) appears to confuse tssucs 
thrown up by the concitrrent evaluation of 
the IRDP. Sexena (September 26,1987) does 
not seem to aim at examining whether mid- 
course corrections were effected by the 
Department ul Rural Development (DRD) 
or not. Evidently Sa.xcna's maiti emphasis 
was on the adtninistiativc 5C.t -up/»?/■.vp. He 
identified five iactors, vi/, selection of 
beneficiaries, delavs in pioviJing actual 
assistance, linkages witii othet pi.vgrammes, 
aftei care support and ttainirig of benefi¬ 
ciaries as crucial indicators to judge the ad¬ 
ministrative efficacy tor the IRDP imple¬ 
mentation in different states. 

The confusion in Thimmaiah's response 
appears to lie mainly due to incorrect pciccp- 
tion. The data available from concurrent 
evaluation, it nerds to be pointed out here, 
have already been documented and examin¬ 
ed from different viewpoints. The EPW, at 
different points of time has been publishing 
some very stimulating pieces dealing with 
various aspects of concur rent evaluation of 
the IRDP. For example, the Karnataka ex¬ 
perience, purportedly made more relevant by 
Thiminaiah, has already been analysed by 
V M Rao and S Erappa (December 26, 
1987). N J Kurian (December 26, 1987) also 
utili.sed the concurrent evaluation data to ex¬ 
amine some veiy disturbing questions about 
IRDP implementation in different states. 
The main focus of Kurian’s probing ques¬ 
tions has been to analyse the extent of IRDP 
assistance succeeding in providing poor 
families with income-generating assets and 
thereby enabling them to cross the poverty 
line. In others words, Kurian attempted to 
examine ’whether the resources spent on 
IRDP can be justified on the grounds of 


levels of incomes and increases in them” 
p A-IS8. 

(3] It is tempting here to quote from the Ra¬ 
jasthan report; “An emphasis on setting 
uirgets may be understan^ble for monitor¬ 
ing a programme taken up at such a for¬ 
midable scale. But what constitutes these 
targets in the specific context of IRDP is 
important. Since the objective is to assist 
people in rising above a certain poverty line 
and since the latter is expected to happen, 
if at all, alter a year or more, the immediate 
targets arc set in terms of number of peo¬ 
ple assisted i e, number of disbursements. 
Shortage of time keeps the rield-staff pre- 
(Kcupied in achieving one immediate target 
after anolhei, till the objective of the pro¬ 
gramme seems to get reduced to disbursing 
loans/assets, and the efforts of the block 
to projecting its numerical achievements” 
(p 59). 

|6) V M Rao and S Erappa op cit,p A-160 
(Note 6) 


equity and social justice as well as economic 
efficiency’. 

Expectedly, both the studies, i c, Rab and 
Erappa’s and Kurian’s. show that the IRDP 
has partially succeeded and partially failed 
in Its objectives. In light of the above, Thim¬ 
maiah's piece is a mere repetition. In fact, 
the criticism he makes of Saxena can be 
levelled at him, i e. ‘he has not added any 
thing new to out knowledge on the weakness 
ol the implementation of IRDP as revealed 
by the concurrent evaluation'. The attempt 
in this response, however, is to view all these 
pieces including that of, Thimmaiah’s as 
Iresh evidence to understand the dynamics 
of tiiral development in the framework of 
A R Desai's thesis (August 1, 1987). Inciden¬ 
tally the concurrent evaluation data could 
be seen as substantiating Desai’s argument, 
i e, the ruling class is perfectly capable of 
evolving double edged programmes and 
policies to placate some sections of poor for 
a short time, to divide some sections and to 
difluse the rising aspirations to come out of 
poverty. Against the background of Desai’s 
thesis and fresh interpretations m light of 
the recent writings mentioned above, an at¬ 
tempt has also been made here to present 
a persuasive argument for a new trpproach 
to rural development in India. 

Insofar as Saxena’s paper came alter 
Desai’s a fresh understanding of the myriad 
implications of IRDPs concurrent evalua¬ 
tion results could be developed. Viewed from 
this angle the Karnataka experience as well 
seems to follow the trend so rightly iden¬ 
tified by besai (August 1,1987: 1293-1295). 
A quotation used l^ Desai bears repetition 
for its appropriateness; “India is an exam¬ 
ple of a country which is seeking to promote 
rural development purely through its regular 


tiureauctacy and with little involvement and 
participation by the people”. It has already 
been pointed out by many studies that there 
are host of agencies which implement 
various rural development projects without 
any “mechanism to ensure co-ordination” 
between agencies on the one hand and plan¬ 
ning and administration on the other. The 
Rajasthan experience, besides that of other 
states, can be recalled to (a) further illustrate 
the point, and (b) provide yet another 
evidence of the state’s dualistic strategy. 

In the Rajasthan admimstrativc set-up. at 
the stafe-level we have the development com¬ 
missioner and the director, rural .develop¬ 
ment and (janchayati raj. At the district level, 
we have the district development officer 
(DDO), who is usually the collect^ assisted 
by an additional DDO or deputy DDO. The 
secretary of the zilla parishad is usually an 
ADDO/DDDO. A vikas adhikari (block 
development officer) and grama sevaks com¬ 
plete the bureaucracy at panchayat samiii 
(block) and gram panchayat (group ot 
vHlages) levels. This hierarchy of administra¬ 
tion is for geheral development and ad¬ 
ministrative work in the state. 

Fardllel to this hierarchy we observe that 
the state has created another hierarchy at the 
state and dtstria levels. At the state level this 
is known as the S|recial schemes organisation 
(SSO) and at the district level it is the district 
rural development agency (DRDA). The in¬ 
dependence of this parallel body ends at the 
district level as at this level it is expected to 
utilise the existing panchayat samiii and 
gram panchayat administration for im¬ 
plementing their programmes. 1'he main 
charge of the SSO is to the implementation 
of all poverty alleviation programmes in the 
state. The SSO and DRDA arc headed by 
IAS personnel while the ADDO is often 
headed by RAS personnel. The BDO, as it 
appears, works full time for the SSO’s pro¬ 
grammes, whereas all panchayat samiii work 
is neglected. The important question that 
emerges is that why should this happen? 
There are many reasons which can be cited 
but the three most important reasons could 
be identified as (a) most of (he SSO schemes 
have higher monetary component in terms 
of subsidy and grants, (b) since a project 
director of the DRDA is from the IAS 
stream, in years to come he could become 
a collector as well who is a superior authori¬ 
ty to an ADDO in any case, and (c) fulfill¬ 
ing family planning targets bad also been 
made the sole responsibility of BDOs by 
dovetailing it with the [loverty alleviation 
programmes. Thus we sec the strange spec¬ 
tacle that an ADDO who wiTes the con¬ 
fidential re])ort of a BDO fails to evoke any 
response from the BDOs in order to make 
the panchayat! raj institution more respon¬ 
sible and meaningful. The multiplicity of 
authority at the top and the resulting discord 
does not end here. We can observe similar 
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independent agencies—tribal area develop¬ 
ment commissioner, scheduled castes 
development corporation and social welfare 
board—for specific target group interests 
created at the state IcVel. One could go on 
providing illustrations. Nonetheless, the two 
points which are being made refer to the co¬ 
ordination amongst top authorities in the 
first place and work density of authorities/ 
functionaries at the lower levels from pan- 
chayat saniiti downwards in the second 
place. 

The staff strength at the block level, it is 
intcrc.sting to note, has remained unchanged 
since the community develo.'ment days. The 
objective, therefore, at the grassroots level 
IS to fulfil targets and not really to alleviate 
poverty. Unfortunately, alleviating povcity 
has been reduced to the status of residual 
or incidental to the whole administrative 
system. Thus it is no wonder that Thim- 
tnaiah could document failums in implemen¬ 
tation and implementing authorities of 
poverty alleviation programmes in general 
atid IRDP in paitictilai. To m> uiidcrsiun- 
ding this is yet another evidence of' the 
“fence which itself consumes the grass” syn¬ 
drome so aptly quoted by Desai (August I, 
19)17; 129^) and which has become an 
universal phenomenon. 

The creation of top heavy, elaborate, 
multipronged official agencies purportedly 
aiming to alleviate poverty from India has 
had alarming imphcation.s for grassroots 
level functionaries per se and for the 
beneficiaries at the same time. The im¬ 
mediate implications arc visible in total 
disregard to the Panchayaii Raj Acts and 
Statutes. The functionaries are obsessed with 


financial target achievement. In the process 
they ignore those duties and responsibilities 
which are non-monetary in nature. Most of 
the responsibilities of field-level func¬ 
tionaries fall under the category which docs 
not require any sanction of funds. Maintain¬ 
ing the panchayat’s grazing land is just one 
example in this genre. The so called benefi¬ 
ciaries on the other hand have been observed 
to collude with such grassroots level func- 
tionaiies, to devise ingenious methods to 
corner all the benefits. Since the func¬ 
tionaries have pressures from multiple 
authorities to fulfill targets, unjustified and 
non-viable linkages among.st poverty allevia¬ 
tion programmes have been created. 

In the final analysis, the rural develop¬ 
ment strategy in totality, as we know, com¬ 
prises programmes for* private and social 
consumption. The emphasis on asset crea¬ 
tion and income generation activities in 
IRDI* can be viewed as a delibciatc conse¬ 
quence of the privatisation syndrome. Desai 
has identified it as a profit chasing, pro¬ 
prietary class oriented strategy producing ex¬ 
clusively for profit and for the market. This 
has brought about a sharp decline in the 
communitarian ethos. A low priority both 
in terms of budgetary allocation and im¬ 
plementation to inininiiim needs program¬ 
mes, in the pre.seni scenario, is not surpris¬ 
ing. Asset transfers so common under the 
IRDP have generated poverty instead of 
alleviating poverty.' Therefore rural 
development strategy in India needs to be 
examined afresh. In this sphere, the develop¬ 
ment of social consumption activities holds 
the key to rura' reconstruction. This 
message, to accord primary importance to 


minimum needs programmes, can have a 
bearing in our earlier experiences with rural 
reconstruction. Besides, it derives strength 
from, and has deep roots in, the Gandhian 
ideals of gram swanyya. 

We have every reason to expect that con¬ 
tinued support and care to minimum needs 
programmes is in itself a persuasive element 
of the intervention strategy to upgrade the 
physical, productive character and status of 
the rural poor along with their assets.^ The 
desired attitudinal changes towards the com¬ 
munity thus can be ensured by breaking the 
vicious cycle of imperfect knowledge, con¬ 
tinuing ignorance and depressing poverty at 
the grassroots level.’ Further, this would be 
an insurance again.st “a situation euphemis¬ 
tically referred to as ‘unintended con.se- 
qiiences' ”. Thus the negative facets of IRDP 
can be check-mated with many beneficial 
effects. 

Notes 

1 For further details see George, J (cd). 
Readings in Rural Development: Socio- 
Economic Aspects (forthcoming). 

2 The temptation to quote Nehru from ‘Cross 
ing the Barrier of Poverty’ cannot be over¬ 
come here: “If left to normal forces under 
the capitalist system, the poor will get poorer 
and a handful of rich richer. provide the 
poor with cdu ation, health, housing and 
other amcnitic:!' Thu.s in 19.^8 Nehru had 
highlighted the mportance of a fight against 
exploitation and injustice for achieving 
poverty allevia 

Insocaiion of Gandhian and Nehruvian 
wisdom'is not to be misconstrued as a ritual 
performance. Their significance lies in accoi 
ding primacy lo their ideals and subsequent 
adoption at the grass-roots level. 
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For riearly three decades, we have been 
known for our colours Now we invite you to take 
a closer look at our growing involvement with 
Organic Chemical Intermediates 

Our Diketene Plant was set up as early as 
1970, followed by facilities for the manufacture 
of Acetoacetamides and Arylides, 

3'3, Dichlorobenzidine Sulphate and Meta 
Phenoxy Benzaldehyde Pro|ects that have 
silently shaped our Orgaifiic Chemical 
ntermediates divisiori which now offers a range 
of vital chemical inputs for agrochemicals, 
pharmaceuticals and dyestuds. 
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quality, purity and consistency Backed by the 
v._ n' same commitment that has earned us a 
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advicr* 
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Society's Children 

The number of children who are unwanted and neglected by their 
parents or whose parents, though willing, are unable to raise them 
in a harmonious family milieu, is large enough to warrant concern. 
Especially so since they then become a social responsibility— 
society’s children. A study of the general situation of 
institutionalised destitute (i e, non-delinquent) children in 
Maharashtra, based on data collected from selected children’s 
institutions in the state. 1014 

Children have no political lobby to campaign for their rights. 

It is good therefore that the UN Commission on Human 

Rights has thought of drafting a Convention on the Rights 

of the Child. 992 

Technology Import and Domestic R and D 

Regulation of foreign technology may at best give the country a 
belter deal in terms of the manner and quantum of payments going 
out of the country. It cannot deal with, first, the problem of 
technological dependence of the country and. second and more 
important, the question of the institutional changes that need to be 
made so that domestic R and D of a more ‘creative’ type is 
vigorously pursued. A study of the TVS proup. 1026 


Duminanrr as ‘Leadership' 

Moral and intellectual 
domination, unlike political 
suppression, relies on the willing 
acceptance ot suppressive ideas 
by the people themselves. It does 
not appear as domination at all 
but as ‘leadership'. In the course 
of their struggle over the last 
nfty years the Jharkhandis 
have partly succeeded in 
understanding the vicious 
nature of such dominance. 1003 

Report on a workshop aimed at 
understanding the changing 
social and economic structures 
of tribal societies and critically 
evaluating government 
programmes for development 
of tribals. 1005 

The Technology Fix 

For the ‘arrived' middle classes 
of this country, the National 
Ibchnplogy Missions represent a 
most alluring package—that of a 
non-political, technological and 
managerial objective fix. If fot 
no other reason than this, the 
challenge that Sam Pitroda and 
his missions offer needs 
to be picked up. 999 


Bangladesh in Turmoil 

What is the nature of the 
current political crisis in 
Bangladesh? How deeply is it 
rooted in the country’s social 
fabric? Will it be resolved with 
a change in the political 
regime? 1007 


Lost Federal Structure 

The first three volumes of 
Jawaharlal Nehru’s letters to 
state chief ministers, covering 
the period from independence to 
mid-1954, convey a remarkable 
message. They tell of a polity 
which has disappeared. 1010 


Sickness Misdiagnosed 

The explanation offered by 
the chairman of the Bombay 
Miilowners’ Association for 
the spreading sickness in the 
textile industry is unlikely to 
carry much conviction. ‘Tlie 
textile industry is no innocent 
viatm of a hostile environment 
created by external factors. Its 
difnculties are deeply rooted 
in structural deficiencies, 
gross management inadequacies 
and unhealthy market 
practices. 994 



LETTERS TO EDITOR 


Lawyers’ Agitation 

THE report by Anil Nauriya in your 
March 26 issue makes one wonder what 
it was inspired by. It is unduly longish, 
unanalytic in assessment and is based on 
no clear judgment. Reading it one is 
prompted to ask its author whether the 
misjudgment and misconception that lay, 
as he seems to suggest, at the root of the 
failure of the lawyers’ agitation was un¬ 
expected given the present context of 
popular movements in the different 
spheres of Indian .social life. The cynical 
rctcience to historical prestige at the 
beginning of the report is uncalled for and 
more so for the author’s inability to 
account for the character those associated 
with the profession have inherited from 
the colonial days. The level of conscious¬ 
ness the profession engenders cannot have 
an efficacy Iur liter than what has impelled 
the lawyers to do by way of agitating 
against a police lunctionary and bear with 
the administrative vandalism that follow¬ 
ed. The author seems to be against the 
agitationists for the reason of their staying 
away and being indifferent to the several 
incidents of unlawful and repressive ac¬ 
tions by the state machinery that currently 
take place in the national scene Does the 
author forget that .such behaviour is not 
unique to the lawyers alone but is com¬ 
mon among all professions who are re¬ 
quired to be engaged in protest move¬ 
ments? Particularly in respect of a move¬ 
ment for political-social rights, inter-class 
solidarity and support have been a rare 
phenomenon. The issue dealt with by the 
Delhi lawyeis was of a legal-political 
nature and to lead a movement on such 
an issue on the national level with atten¬ 
tion from other sections of the struggling 
masses in the country was something that 
required sound political and organisa¬ 
tional strength, which being lacking in the 
present case the lawyers have failed to 
achieve this objective. Repression and 
violence being the dominant features of 
the present administrative set-up, a fight 
against it with all the limitations a demo¬ 
cratic form of movement imposes upon 
it is more likely than not to end up in 
smoke. It is curious that your report is 
silent on the political implications of the 
movement and the nature of struggle it 
has identified. 

Certain serious weaknesses and failings 
notwithstanding it is to be admitted that 
the agitation was an effective move and 


it may be hoped that the lawyers will cor¬ 
rect their lapses in their future actions 
against administrative rer 'ession. It has 
to be remembered that no movement in 
the context of the Indian situation can be 
a success at one go. The experience the 
lawyers have had will definitely help them 
sort out their weaknesses and strength for 
a better intervention on similar occa.sions 
in future. This unscholarly correspondent 
feels it would have been more rewarding 
if the author in his report had worked in 
that direction. 

Bi nov K Bani-rjff 

I>elhi. 

Empress Mills 

NAVAL TATA’S rejoinder (/-'PH! March 
19) to the article ’A Pyrihic Victory: 
Ciovernment Take Over of Empress Mills’ 
{hJW, February 6) draws alienlion to a 
thought process that, one would have 
believed, had died with the end of Empire. 
Facts aside, con.sidcr the principles undci 
attack; 

(1) Tata seems to believe that your 
“highly intellectual journal” should 
have nothing to do with an opposite view 
only because it is critical ot employers' 
policies. This kind of argumciii is surely 
counter-producrivc. 

(2) He claims that the iV’W is at fault 
becua.se it should l>ave taken into account 
a major fallacy in the article, the nexus 
between economic sickness and economic 
viability. On that basic defect (and closure 
being almost axiomatically justified), the 
article, ipso facto, should stand condemn¬ 
ed in the eyes of all. One can only wonder 
what lata would have to say about 
another point of view from those one 
must con.sider on the same side of the 
fence, such as Vasam Sat he and Arun 
Nehru. Vasant Sathe has this to say about 
those other factors which have to do with 
industrial sickness; “The only thing 
private about the private sectoi is using 
public money for private end". And Arun 
Nehru; “The PM is being blackmailed by 
laige industrial houses, defence dealers 
and dalals. They are running the system 
today!’ 

(3) As to the National Rehabilitation 
Fund, credit mu.si be given to Tata for 
allowing himself to dwell on aspects which 
do not produce gaiiis to the employers. 


But who is to cnlorce the proposal? Surely 
Tata would not be the one to suggest an 
Unemployment Guarantee Fund made 
mandatory by the state? 

Finally, it is not clear what exactly are 
the misstatements to which Tata makes 
reference in his article. Those mentioned 
seem to be differences of opinion. Even 
concerning facts, one must wonder why 
Ihia is not able to lay his hands on data 
available to the authors of the article. 

A careful perusal of these articles must 
leave the reader wondering about the 
unimaginative and parochial approach of 
senior captains of industry, leading (o 
disbelief of every a.spcci of the employers’ 
case. 

Tatas are not Hindujas, but in the face 
of the Empress Mills fiasco all tend lo be 
tarred by the same brush. 

Adi CiiiANin 

Panchgani 
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Halting Step 


T he Maharashtra legislature has passed a bill to limit 
the use of pre-natal diagnostic procedures like 
aminocentesis only for detection of genetic or metabolic 
disorders and to prevent their use for pre-natal sex 
determination. The bill makes news on several counts. It 
IS the first such bill to be pa.sscd in the country making 
the use of pre-natal sex determination illegal. This is also 
possibly the first legislation, at least in recent times, for 
the framing of which the government had specifically set 
up a committee of experts from several fields including 
lepreseniatives of activists who had been campaigning 
against pre-natal sex determination tests. Unfortunately, 
the bill IS also a prime example of how adept the .state 
now is in accommodating popular demands and rendering 
them more or less ineffective. 

The proliferating misuse of pre-natal procedures, par¬ 
ticularly aminocentesis, and the subsequent abortion of 
lemale foetuses had led to widescale protest all over the 
country. With little control on its use, aminocentesis was 
being offered m Maharashtra by clinics and nursing homes 
c\en in small district places. Activists, including many doc¬ 
tors, were concerned not only about the damage resulting 
from the misuse of the technique, but about the large 
number of abortions of female foetuses, often at a late 
stage posing grave risks to maternal health. Among the 
major demands of the movement was that aminocentesis 
procedures should be allowed only in government institu¬ 
tions where it was possible to check their use. A second 
demand was that pre-natal sex determination should be 
made a punishable offence. 

The legislation enacted by the Maharashtra government 
glosses over the first demand: while the use of pre-natal 
procedures for seve determination has been banned, the 
procedures them.selves can continue to be legally used in 
ull institutions, government and private, provided they 
register with the appropriate body within a stipulated 
period. How are the activities of these thousands of cen¬ 
tres all over the state to be monitored? The government 
has ostensibly conceded the demand of the activists in 
legislating for the setting up of vigilance committees to 
monitor the activities of the registered laboratories and 
to deal with complaints. In fact even the registration of 
the clinics has to be approved by a state advisory authority 
which has been charged with the responsibility of advising 
the government on policy matters, recommending changes 
as and when required, evolving a code of conduct for 
persons who own, manage and use the registered centres, 
creating public awareness, etc. The state advisory authority 


has been vested with powers equivalent to those of a civil 
court in respect of certain matters. While all this sounds 
very positive, the point to note is the composition of these 
bodies. Other than government officers, the stale advisory 
authority will have as members only two representatives 
of voluntary organisations, one gynaecologist and one 
medical geneticist. The vigilance committees will have one 
representative of women’s organisations and another from 
other voluntary organisations; the rest will be officials. 
This feeble representation for people's groups is hardly 
likely to make for effective intervention by them. 

The legislation also does not permit a citizen to file a 
case in court unless the appropriate authority or local 
vigilance committee has been given notice of not less than 
60 days. While this may restrict suits directed at harass¬ 
ment of doctors or medical centres, in the prevailing situa¬ 
tion where more often than not the victim is the patient/ 
client rather than the medical establishment, it curtails 
people’s right to take recourse to judicial procedures. In 
other words, the attitude of the vigilance committee or 
the appropriate authority will determine whether a 
citizen’s complaint is heard in court. 

It can, of course, be argued that the effectiveness of 
this legislation depends on the strength of people's 
participation in the advi.sory and vigilance bodies. But 
given the fact that such participation has been kept down 
to a negligible two out of seven and eight members, respec¬ 
tively, how effective are these representatives likely to be? 
Here it is relevant to point out that the expert committee 
constituted by the state government to frame the legisla¬ 
tion was not accorded the courtesy of being allowed to 
study a draft of the bill before it was tabled in the state 
legislature. The government obviously saw the committee 
merely as a means of obtaining a cross seaion of opinions 
and activists’ viewpoints, but did not consider it necessary 
to di.scuss the draft with its members. This is making a 
mockery of people’s participation. And given this attitude 
on the part of the government, it is difficult to believe 
that left to itself the government will facilitate the effective 
functioning of the vigilance committees or ensure 
appropriate representation from the people on these 
bodies. 

All this notwithstanding, the Maharashtra enactment 
IS a forward looking piece of legislation which will have 
some impact, however small, in a milieu in which attitudes 
towards the female child are overwhelmingly'negative. The 
task now is to strengthen the law and ensure its full 
implementation. 
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FINANCE COMMISSION 

States' Suspicions 
Reinforced 

THI ilisclosures on (hf thinking o1 (he 
Ninih I'inuncc CoiiunisMon on the \arious 
iiiailoi'. beloic it jiive the strong impres 
Sion ilut Its award is going to eoine down 
lieasiK on tlie states And it must be said 
straiglii .iwa> that this has vets much to 
dv) with ihe maioi departures which were 
made in the leniis ot leleienceof Ihe com- 
missiini. noiwiih'iaiidiiie the eoinrnis- 
sioii s piiblit disaM’v\al that it derives us 
m.indaic tioni ihe lelevant provisions o)' 
i)k soiisiiiutioii and not the terms of 
rclcienvc si*t out in the iVesidcnlial orders 

li was disclosed at Ihe meeliiig ol slate 
tiiiaiice set let.ii les w hich the commission 
convened last month that the commission 
had 'ct iisell the goal ol balancing the 
icM'inie acioiJiiis o| the ventre and the 
stales hv IW4 ‘>5, tlu last yeai ol ihe 
I iL'Iuh I’lan Inieitsiinglv. the laigei ol 
halaiume'ihe tevemie accinmis is being 
-■el III the VC.I* when the centie’s own 
biidi'ei shows Ihe hiehesi ever revenue ac 
ciiiini dclicii of Ks. l(l,(XK) Cl ore, marking 
an inciease in delicii i>l'almost 25 per cent 
in one sear Noi only that, for the first 
iirnc this vear the tinaiiee ministry is on 
lev Old lusiiiving a deficit on (his scale as 
being vt ithin the absvvrptive capacity of the 
cconvimv. 

True, the commission’s terms of 
refeiviice speak not only of balancing the 
revenue aevuunts of both the states and 
(he centre but also ol generating a surplus 
for financing Capital investment. But one 
would not be far wrong in taking (he viesv 
that what the finance ministry exhorted 
the commission to aim at was not really 
meant to apply to the centre's revenue ac¬ 
count. It was really meant to put a leash 
on the commi.ssion II (he centre was to 
meet its special revtuirements “such as 
viclencc, scciii iiv, debt servicing and other 
ciiiiimiiicd espciivhtuie or liabiliiies” and 
.11 I lie v.iiue lime b.d.iiKC iis icveiuic ac 
coiiiii. II would, ihc digiinieni could he 
made, be lelt with veiv limiievi jiiuiuiin 
Iv'i makmi' iran-.leis lo the si.iies, be u 
iliiough las dcvoluiivui oi v'laiiis in aid 
Ihc non t oneicss stales, when they in 
til'll pioicsi .leanisi Ihc .'omniission's 
K'liii' ol iclcu'iicc asked lot ihcapplua 
ii'i'i ol ihc iKuni.iiivc .ippivMili tv< both 
ihc .cniic .ind I hi si.iics, weic in l.ul voiv 
MU' the siioiie sii^pivion ih.ii ihc Icims ol 
lelc'icii.c ol llic lOiniiMssion did not m 
tad do ihis 

\\ hile the lommissinn took the cailiesi 
opporiumiv lo mollilv the states h\ saV' 
mg that It was aliogethci toi a iinifviim 
application ol the nvumuiivc appioach to 
both the ceniic and the states, it is vwideni 
fiom the stales' meiiuvianda to the com¬ 


mission that their suspicions on this score 
persist. The suspicions get reinforced now 
when the commission itself speaks of a 
revenue account balance for both the cen¬ 
tre and the states. The question inciden¬ 
tally arises how the commission proposes 
to achieve a revenue aeeouni balance at 
the centre and at the same time protect 
the cvniie’s commitments -with respect to 
not only dcteiicc, .security and debt 
seivicmg -expenditure on all these has 
been expanding mcieorieally under the 
present adminisiialion—but also its other 
special lequiicments under the heading 
'oiliei comniiiied expcndituies or 
liabilities’. 

Moreover, bow realistic is it for Ihe 
commission to assume that the centre will 
in reality bind .itself lo any commitment 
with icgard to balancing Ihe revenue ac¬ 
count? Is iheie any provision of the con¬ 
stitution which will oblige the centre lo ac¬ 
cept such a mandate from the Ninth 
I mance Commission? In tact, it will most 
likely be mtei preted as an encroachment 
on the unfettered powers the constitution 
confers on the centre to laise funds liy way 
of borrowing, including deficit financing. 
I'ornially speaking, even deficit financing 
is a son ol bonowmg. 

On the other hand, the states are 
already in a sttaiijackci. Then scope lot 
resorting to deficit financinu stands vir¬ 
tually withdrawn with a seven-day limit 
lor the clearance of overdralts over and 
above their ways and means liiniis. .At the 
same time, the states’ annual borrowings 
are almost entirely decided upon by the 
centre, partly under the Gadgil formula 
and the rest altogether arbitrarily. That be¬ 
ing the position, the states are already 
under severe pressure to contain their 
revenue account spending, since the higher 
their revenue account deficit Ihc less they 
can have for their capital account. 

In the circumstances, is n any matter 
of surprise if the states suspect that the 
whole talk of revenue account balancing 
in the conte.xt of centre state financial 
transfers is meant to put the states under 
even more severe strain? Ibe Ninih 
I iii.iiKc t iimmissioii. '• woulvl ajvpvMr. 
Il.l^ lakcii iIk- Iiiiii 

( hil OKI N 

(Charter for Proloction 

t Mil DRLN li.ivi’ no poliiiv.il lobbv to 
campaign foi ilicii rights It is good 
ilicivloic that iliv* UN Commission on 
Fliini.iii Kighis has thought ot a Conven¬ 
tion on the Rights ol the Child. A work¬ 
ing gioup of the Commission has been 
drafting its text since 1979, and the draf¬ 
ting process is nt>w in its final stages. It 
IS expected to be completed by 1989—a 
significant vear which will mark the 30th 


anniversary of the Declaration of the 
Rights of the Child and the 10th anniver¬ 
sary of the International Year of the 
Child. A child under the Declaration is 
anyone under 18 years old. 

In spite of rtie several international 
declarations like the recently approved UN 
Declaration on Social and Legal Prin¬ 
ciples relating to tlic Protection and 
Welfare of Children, and numerous na¬ 
tional laws providing for children’s welfare 
on (he statutes of diffeienl countries, the 
plight of children remains dismal - 
perhaps even worse than oihci disadvan¬ 
taged groups, since unlike the latter they 
do not have any avenues of proiesi. While 
malnutrition, exploitation by both parents 
and employers, and sexual abu.se continue 
to plague ehildfeii of the third world, in 
Ihe west a sophisticated network in iraf 
Ticking of children is developing w hich in¬ 
volves children Irom both industtialised 
countries and third woild nations. In 
March 1987. the Belgian police iincoveied 
a network with international lamilii.iiioiis 
based in Brussels which u.sed children 
aged five to sixteen for supply to ‘clients’. 
Among the accused are a iniiiistry of 
justice official, a doctor and an Aniwerp 
couple. The Netherlands is supposedly 
one of the mam centres in the world lor 
the production and distribution of child 
pornography. I housands ol Yugoslav 
gypsy children, some no more than tune 
Ol ten years old, are being biouglii into 
I ranee, Austria, lialv and oihei Wcsiern 
countries by memheis of ilicit clan and 
then forced to steal lot ilieti ‘bosses’. 

Ihc proposed ( onveniioii is settin.e 
universally agreed standards lot the pro 
teciion ol children and piovidiiig a 
framcwoik loi elahoiaimg programmes to 
improve the siitiaiioii of cliildien But 
being a pan ot the UN, the drafting com¬ 
mittee has been invatiablv woikirig iindei 
constraints, ( onipclled lo seek a consen¬ 
sus at the LIN (ieiieial Asscniblv lot its 
adoption, the committee has lought shy 
ol uneomlonablc issues like the use ol 
childien m vvai (e ii. m It an), oi ol the 
political rights ol childien (e g, then right 
to join students' unions oi ngln lo parii- 
cipate in political acliviiies), or ol paren¬ 
tal abuse of children (c g. child battering 
or rearing up childien on obscurantist 
beliefs) issues winch would obviously 
lead to coniroveisies and inv ite opposition 
fiom the gov c 111 men ts concerned. 

In spite ol impetlections and glossing 
over of such major issues that have grave 
implications for the future ol children, Ihe 
proposed ( onvention, when completed, 
could be a step towards a much needed 
campaign for human rights activi.sts who 
unfortunately till now had nefdecied the 
problems of a .sizeable segment of the 
world population. While the Convention 
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is not expected to lead to an overnight im¬ 
provement in the condition of children 
(even if it is ratified by governments) it can 
become a reference point for putting 
pressure upon the governments to amend 
existing laws and introduce new legisla¬ 
tions to protect the rights of children. It 
is only by organising such pressures sup¬ 
ported by mass campaigns that the ad 
ministration can be compelled to both in¬ 
troduce and implement laws in favour of 
the disadvantaged. Incidentally, the 
Indian government took a long time to 
ratify (he International Covenant on ('ivil 
and Political Rights. But even after rati¬ 
fying it, it is still dragging its feet on 
signing the Covenant's optional protocol 
which provides for the intervention of 
non-government organisations (NCiOs) in 
disputes over such rights and for their tak¬ 
ing them up with the UN Human Rights 
C'ommission. Is it not about time that the 
civil liberties groups in India begin a cam¬ 
paign demanding that the govcinment ac¬ 
cept the protocol? 

RURAL DfcVliLOPMlM 

Accentuating Inequality 

THE technologies being applied in ihc 
Indian economy have not been appro¬ 
priate to the objectives set for technology, 
such as employment generation and 
satisfaction of basic needs. The expansion 
of the productive capacity of the econo¬ 
mic sysiem has not lead to absorption of 
the backlog of unemployed or under¬ 
employed persons, not to mention the new 
entrants lo the iahoiir force each year. 
Moreovei. even large sections ot the 
einplovcd such as landless agnculiiiial 
lahoiiiers and iHroi |X'asants li\e bcli’w the 
pcneriylinc. finis not only has ilie espan- 
sion of productive capacity noi genciaicd 
.ideiiuate einploymciii but even .iinony 
those emplosed, large sections continue 
to live in poverty 

The annual lepori (lW7-8g) ol the 
depaitment ol rural development, iiiiiii- 
sii\ of agnculiiire claims ihai ihegovein- 
inciii has cicaicd suMiiticaiii employinent 
oppoiiiiiiiiics III initil aicas thiough the 
implementation ol the National Rural 
I mpUiymeiit Ihogiaiiiiue (NRl-l*) and the 
Kiiial landless I inploynieiit Ciiiaiantee 
I’logramnie (Rl I (iR) According lo Ihe 
lepoii, ilic einplovii'cni generated during 
the yeai 1986 87 under llic NRfcF’ was 
?95 .19 million mandays which substantial¬ 
ly esceedeef the plan target of 29() million 
mandays. In 1987-88,208.52 million man- 
days of employment was generated under 
NREP up to December 1987 against the 
plan target of 290 million mandays for the 
whole of the year. 

The report gives figures of expenditure 
and utilisation of food grains to show that 


the government bureaucracy has done its 
job well but does not even an.swer such ob¬ 
vious queries as to how many days each 
worker worked on an average. It was 
found from interviews conducted some 
years back that most of the NREP 
workers want more work on -the pro¬ 
gramme and demand that work be made 
more regular and permanent. Indeed, in 
spite of NRI-.P, an overwhelming propor¬ 
tion of households ofNREP workers live 
below the poverty line. . 

Besides providing employment, the 
NREP creates durable assets and rural in¬ 
frastructure. One m.iy legitimately ask. the 
question as to who gains from the crea¬ 
tion of these assets ’ In all probability, it 
is the landowners who derive the benefits. 
If say an irrigation canal is built, the 
beneficiaries will be the landowners since, 
even if a charge is levied on the use of the 
water, the laiev normally levied do not 


even cover the operating costs. Thus, rural 
works projects such as NREP, although 
they admittedly create some purchasing 
power for the pooi, in effect lead to an 
increase in inequality because the benefits 
accrue to the landowners. An obvious way 
to correct this anomaly would be to give 
the a.sscts created by NREP workers a col¬ 
lective form of ownership. In other words, 
ownership should be transferred to the 
workers participating in the rural projects. 
That this would be too much to expect 
within the present socio-economic sysiem 
IS all loo obv iuiis. 

POl AND 

Perestroika without 
Glasnost 

FHI-Rf- have been at least five strikes in 
Poland III the Iftsi iwo weeks, the most 


Centre for Research in Rural & Industrial Development 

2-A, Sector 19-A, Madhya Mars, Chandisarh 160 019 (India) 

The Centre is ensaged since 1981 in Interdisciplinary Studies on 
Communalism and Its Impact on Dewlopment; Problems and Prospects 
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admission wll be given to selected candidates who have appeared for the 
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which are nor yet available Admission will be based on a written test m 
the subject offered by rhe candidates at the Master's le\/el to be followed 
by an interview 
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should reach the Director on or before 6th June, 1988 
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prominent among them being the ones at 
the Lenin Steelworks di Krakow and at the 
I^nin Shipyard in Gdansk. Striking 
workers at the Lenin Steelworks rejected 
offers of a .50 per cent pay rise and 
demanded further compensation for 
sharp price rises that took place in 
February for themselves and for several 
million pensioners, teachers and health 
workers. They also demanded the rein¬ 
statement of four up.ion activists who had 
been sacked. The strike began on April 26. 
On May 2 workers at the Lenin Shipyard 
in Gdansk downed tools in sympathy with 
the Krakow steel workers. They also 
demanded the reinstatement of the 
banned trade union Solidarity. This is the 
first wave of serious labour unrest in 
Poland since the banning of Solidarity 
in 1982. 

Prices in Poland have risen by 45 per 
cent in the First quarter of 1988.1.ast year, 
on November 29, there was a national 
referendum on the reforms. The govern¬ 
ment however failed to win a majority to 
carry out the reform programme. 67 per 
cent of the 27 million electorate took part 
in the referendum. 66 per cent of those 
who voted were in favour of ‘radical 
economic reforms’ and 69 per cent voted 
in favour of ‘more democracy’. However, 
only 44 per cent of the total electorate 
voted for ‘radical economic reforms’ and 
46 per cent voted for ‘more democracy’ 
while the referendum law stated that half 
of those entitled to vote had to opt for one 
or the other alternative for the result to 
become mandatory. Following the referen¬ 
dum, the government decided not to 
abandon the proposed reforms but to im¬ 
plement them gradually. 

Presently, Poland’s foreign debt is 
around S 4() billion, the heaviest in the 
eastern bltK. There has been considerable 
pressure fioni the IMF, World Bank and 
western creditors (mainly, transnational 
banks) to implement a set of economic 
reforms that will encourage the growth of 
the private sector and make joint ventures 
with western capital more attractive. 
Moreover the winds of glasnost and 
perestroika arc blowing across eastern 
Europe. In all likelihood, there would be 
pressures from Moscow in favoui of 
economic reforms in Poland. 

The Polish reform package is aimed at 
improving the efficiency of the economy 
and balancing the external current ac¬ 
count by 1991. Thamain elements of the 
economic package are the following: (I) A 
25 per cent cut in the 12,000 strong 
government bureaucracy and merging of 
several industrial ministries into one 
ministry. The reorganisation is aimed at 
loosening central control over state owned 
enterprises. (2) Encouraging the growth of 
the private sector in trade, services, food 


processing and production of building 
materials. (3) "•ringing prices in line with 
world markets, especially in fuel and 
energy. This is the most controversial ele¬ 
ment in the reform package since it in¬ 
volves price increases that would raise the 
rate of inflation to 50 per cent in 1988 
from around 25 per cer last year. The 
price increases will however be offset by 
a suitable incomes policy. (4) Joint ven¬ 
tures with western capital are to be made 
more attractive. (S) Abolishing central 
monopoly on the procurement and distri¬ 
bution of food. 

The elements of political liberalisation 
are basically (1) extension of the powers 
of local government, and (2) liberalisation 
of the laws governing associations and 
elections. Ho>^evcr, the government has 
declared that it will oppose the emergence 
of opposition groups such as Solidarity. 
According to Jaruzelski, ‘socialist 


BUsSIINESS 

TEXTILE INDUSTRY 

No Innocent Victim 

NO matter how thoughtfully prepared, 
any generalised statement on the state of 
the cotton textile industry would be 
grossly inadequate. It is nut merely that 
the industry is complex in character— 
hand-spun, hand-woven khadi sector on 
the one hand and sophisticated capital- 
intensive high speed operations on the 
other with handlooms and powerlooms 
constituting the intermediate segment. 
The most vocal organised mill sector itself 
consists of good, not-so-guud, bad and 
altogether hopeless units, reducing the 
concept of average profitability to a 
statistical farce. 

Be that as it may. the most striking 
aspect of the textile indu.stry’s scenario is 
the growing incidence of sicknc.ss in the 
organised sector comprising 283 com¬ 
posite mills and 747 spinning units with 
2.08 lakh looms and 26.26 lakh spindles. 
How widespread is ihe sickness is amply 
borne out by (a) increase i n the outstan¬ 
ding bank ci^it to sick mills in the private 
sector (Rs 1,118 crore at the end of 
June 1986), (b) increase in the number of 
clo.sed mills (1.31 at the end of February 
1988) and (c) mounting losses suffered by 
the 176 public sector units (Rs 1,285 crore 
at the end of 19’86-87). 

C'lo.sed mills in the private sector ac¬ 
count for 12.6 per cent of the total 
spindles and 16.7 per cent of the looms. 
Public sector units—barring some half a 
dozen spinning mills, all are sick—account 
for 23.2 per cent of the total spindles and 


pluralism’ would not be allowed to 
threaten the hegemony of the party. 

There does not seem to be any major 
differences on the content of economic 
reforms between the Polish government 
and the main opposition represented by 
Solidarity. The crux of the matter is the 
content of political reforms. However, the 
Solidarity leader. Lech Walesa’s demands 
can be accommodated since, according to 
him, what Poland needs is reforms along 
the lines of those being proposed in the 
Soviet Union by Gorbachov. If that is 
what Walesa means by socialist democracy 
then it can be conceded by the present 
rulers. It seems however that what the pre¬ 
sent government has in mind is merely im¬ 
proving the efficiency of the economy in 
order to bring the levels of consumption 
in line with those of (he rest of Europe. 
The government seems to be apprehensive 
of tinkering with the political system. 


40.3 per cent of the total looms. Taking 
the closed mills and public sector units 
together, .39.7 per cent of the Uttal spindles 
and 55 per cent of the looms- arc ac¬ 
counted for by (he sick mills. This is by 
no means the complete story. 

In hi.s'chairman’s speech at the 113th 
annual general meeting of the Bombay 
Millowners’ As.socia(ion (BMA). Sudhir' 
K Thackersey, has attributed this sickne.s.s 
“almost entirely to several external factors 
which have created a hostile environment 
for the working of textile mills”. These 
factors include (a) overgrowth of the in¬ 
dustry far in excess of the demand poten¬ 
tial for textiles in the country; (b) grow¬ 
ing incidence of indirect taxes with 
cascading impact on the co.st of produc¬ 
tion; (c) increases in the co.st of various 
inputs—raw material, labour, fuel, etc; 
(d) demand recession; and (e) disruption 
of the textile market caused by the asiiil- 
ability of highly subsidised cloth, unfair 
competition from NTC fabrics, low cost 
powerloom cloth and smuggled textiles. 
According to the millowners’ chief, if all 
the hikes in the elements of cost are taken 
into account, prices of mill cloth should 
have risen by about 34 per cent between 
1986-87 and 1987-88 but the rise was only 
two per cent in terms of the wholesale 
price index. The various disabilities are 
said to have rendered it extremely difficult 
for the industry to achieve any cost reduc¬ 
tion which is so essential for pepping up 
the consumption of textiles. 

The explanation offered by the mill- 
owners’ chief for the growing sickness in 
the industry is unlikely to carry much con¬ 
viction with those who ate familiar with 


994 


Economic and Political fUmkly 14. 1988, 



the goings on in the industry. That the in¬ 
dustry’s difflculties are due to demand 
recession and spiralling input costs is 
mnch too simplistic an explanation of the 
malaise afflicting it. The cotton mill in¬ 
dustry is no innocoit victim of the hostile 
environment created external factors. 
Its difficulties are deeply rooted in struc¬ 
tural deficiencies, gross management in¬ 
adequacies, inefficient marketing and 
unhealthy market practices. Thackersey's 
speech scrupulously avoids even a casual 
reference to the apparently awkward but 
very pertinent issues relating to the per¬ 
formance of the industry. 

How come that there exist wide varia¬ 
tions in the performance of different mills 
in the same region having equal access to 
raw materials and markets for finished 
goods which cannot be easily explained 
in terms of the nature of j>lant and equip¬ 
ment alone. The quality of management 
is the deciding factor in most.cases. In¬ 
dustry’s interpretation that the decline in 
per capita availability of cloth—from 14.5 
metres in 1939 to 13-14 metres at present— 
is indicative of demand recession is 
ridiculous. For, this is simply a case of 
production failing to keep pace with the 
growth in population. Availability needs 
to be clearly distinguished from demand. 
Consumption cannot possibly exceed 
supply. The easy absorption of smuggled 
textiles is itself a proof of demand ex¬ 
ceeding domestic supply. 

Paradoxically enough, while the cotton 
mill industry has all along been complain¬ 
ing about its poor profitability, as many 
as 308 new mills have been set up since 
the beginning of 1982. Surely, entrepie- 
neurs do not rush into a field which of¬ 
fers only meagre profits, unless, of course, 
one takes the view that even losing mills 
are a paying proposition for those who 
run them. That, excepting two units, all 
these are spinning mills set up to meet 
growing yarn requirements of the decen¬ 
tralised seizor does not make the develop¬ 
ment any the less significant. For. the 
demand for yarn reflects the demand for 
cloth. 

Going by the huge gap between the 
increase in costs and the rise in cloth 
prices referred to by Thackersey in his 
speech, not a single composite miU should 
be making proOt in 1987-^8 unless, of 
course, mills had been making enormous 
profit in 1986-.87. This is certainly not 
true. Industry’s concern about taw 
material prieps is natural enough but the 
manner in Which It often reacts to rise in 
prices betrays lack of perspective. Only the 
other day the-Indian Cotton Mills’ Ibdeta- 
tion pointed out that between Mardi 1987 
and March 1988 the wholesale price in¬ 
dex for raw cotton had moved up by 42.7 
per cent whereas the index for cotton doth 


showed a rise of only 2.7 per cent. But 
change the reference period and the 
picture that emerges is very different. 
Between September 1984 and March 1988 
the index for cotton rose by 13.4 per cent 
while the index for cotton yarn rose by 
30.S per cent and that for cotton cloth 
11.3 per cent. Again, between September 
1S184 and September 1986, the indn for 
cotton declined by 4S per cent while that 
for cloth rose by 7 per cent. 

Inadequate modernisation, obsolete 
capacity and technological backlog have 
bera identified as contributory factors for 
the endemic sickness in the textile in¬ 
dustry. But the millowners’ chief has made 
only a passing reference to this issue. The 
Industry’s failure to use the modernisation 
fund has been attributed to its inherent 
inability to contribute the prompter’s 
share. The cotton mill industry has few 
rivals in the matter of gross neglect of in¬ 
vestment in new plant and machinery. 
This has had a devastating impact on pro¬ 
ductivity of capital as well as of labour. 

Even at the risk of appearing rather un¬ 
charitable it would not an exaggeration 
to say that each NTC mill is a monument 
to the failure of the private sector. Con¬ 
sidering that the government has neither 
set up mills on its own nor acquired any 
running unit, the enormous growth of the 
public sector in the textile industry is the 
outcome of government intervention 
wdien the private sector failed totally to 
run mills economically. 

There is no getting away from the harsh 
fact that well-managed and forward look¬ 
ing mills arc relatively few and they have 
generally been doing reasonably well. By 
and large, productive efficiency both in 
spinning and weaving sectors is not only 
well below international standards but 
also well below the norm of efficiency laid 
down by the textile research associations 
here. In a large number of mills the quality 
of mill management and the technical 
competence of the staff is far from 
satisfactory. There is reason to think that 
many mill managements make mote 
money from the purchase of cotton and 
other materials than from the sale of 
finished products. All this has tended to 
(iUsh up costs and undermine profitability. 

The textile industry’s difficultiei have 
very little to do with demand recession. 
Composite mills will, of course, find it in¬ 
creasingly difficult to put up with com¬ 
petition from powerlooms in the decen¬ 
tralised sector which enjoy distinct advan¬ 
tage in terms of production and marketing 
costs and are able to oHer cloth of 
reasonably good quality at much cheaper 
prices. Mills will have td strengthen their 
market intelligence system and gear their 
productidn to,meet changing consumer 
requirements. 


TWENTY YEARS AGO 

£PfV. May 18. 1968 

The approach document produced by the 
Planning Commission does no credii to Us 
oepert status. It asks the centml and state 
govemmOHs to choose between a S and 6 per 
cent growth rate, which involve additional 
resource mobilisation of Rs 200-300 crore per 
year and a 7 per cent annual growth in exports. 
B^nd this choice; which any competent stati¬ 
stician could have formulated in spare time, 
the approach is a rambling survey of needs, 
possibilities, constraints and objectives, with 
nothing to distinguish it from the outpourings 
of an intelligent politician... 

The Planning Commission has nothing to 
offer... except a plea for advancing the cause 
of that unisolated amqcba called uitermediate 
techrology. There is no reference to basing- 
fmui.empioyment opportunities on new techno¬ 
logies like those of electronics, petrochemicals 
and agricultural equipment, ifb awareness of 
which idle capacities are to be utilised first and 
which later so as to make the best use of 
available resources... 

Typical of its ambivalence and unwillingness 
to take a position on key issues is the remark 
on education: "Since education is the main in¬ 
strument of social change, opportunities for 
secondary and higher education must become 
increasin^y avail^e to all dasses. At the same 
time, restraint of resources—financial and 
personnel—emphasises the need to economi.se 
in and to mtionalise the process of institutional 
spread and to make strenuous efforts at main¬ 
taining minimum standards of quality"... 
Where, pray, is the gleam of a policy-frame in 
the approach document? In those loose state¬ 
ments on regulation of salaries and perquisites, 
avoidance of use of sulphur in sugar Terming, 
cutting out of long staple cotton imports, and 
credit &cilities for export of engineering items? 
Is there any prospect that the Planning Com¬ 
mission would get down to its main function 
of framing and spelling out priorities which 
inevitably involve stating the posteriorities, toa 
which politicians understandably gloss over? 

Prague'has promptly denied reports circu¬ 
lating in the west about Russian troop move¬ 
ments on its borders. Indeed, it would have 
been extremely surprising if the sophisticated 
Russian leaders of today had thought of so 
crude and disastrous a step. It is not the fear 
that the Czechs might offer any more resistance 
than the Hungarians did in 19S6 which prevents 
Soviet intervention in this form. Many things 
have happened since 19S6 to make it both im¬ 
possible and undesirable for the Russians to 
conceive such an extreme remedy for what has 
by now become a dtronic ailment... This is 
not to say that the Russians will try to learn 
to live with Dubcek. The challenge Czecho¬ 
slovakia poses today is much more fundamen¬ 
tal than any posed by other difHcult allies 
before. Albania was totally alieruied Rom the 
rest of eastern Europe when Hoha staged his 
mini-fevolt. It could have created no ripples 
in the Adriatic The Rumanians quarielM on 
foreign policy—a sphere in which the Russians 
are now quite seif-conEdent and sure of their 
position. The Yugoslavs defied SuUn when his 
iron hand had its firm grip over the rest of 
eastern Europe But what has happened in 
Czechoslovakia has far wider implications, and 
the point is best made by Prague’s frequent 
assertion that it does not propose to change 
the old policy of mainuuning the closest possi¬ 
ble relations with Russia. 
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Wriation (per cent) 



Indea Numben of Wholeaak Prices 


Latest 

Over 

Oyer 

Over 





(1970-71 » 100) 

WInght 

Wkek 

Last 

Last 

Match 

In 

In 

in 

In 



(23-4-88) 

Month 

War 

26,1988 86-87"^ 

85-86** 

84-85 

83-84 

AH Commodities 

1000 

422.6 

1.2 

9.9 

1.2 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

398.9 

1.4 

11.4 

1.4 ■ 

5.7 

2.1 

4.8 

11.0 

FOod Articles 

298 

386.8 

1.6 

10.0 

1.6 

7.2 

7.9 

6.4 

13.5 

Non-food Articles 

106 

394.4 

1.0 

18.1 

1.0 

6.7 

-10.3 

-2.3 

IS.l 

Fuel. Power. Light and Lubricants 

85 

668.7 

0.2 

6.8 

0.2 

6.7 

11.9 

2.6 

7.6 

Manufacture ^oducts 

499 

400.7 

1.3 

1.3 

1.3 

4.7 

7.2 

6.0 

8.7 






Wriation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers I960 ^ 100 

753 J 

0.5 

9.8 

9.8 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 1984-85 = 100 

128* 

— 

9,4 

9.4 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers July 60 to 

655^ 

0.3 

14.3 

14.3 

4.8 

4.8 

0.2 

11.4 

June 61 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Unit 

Week 

Last 

last 

March 

In 

In 

in 

In 


(22-4-1988) 

Month 

Year 

25, 1988 

86-87' ‘ 

85-86 * * 

84-85 

83-84 

‘Money Supply (M.) 

Rs crore 

1.64,408 

2,860 

22,175 

2.860 

21,627 

14,423 

16,058 

13,031 




(1.8) 

(15.6) 

(1.8) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Government Sector 

Rs crore 

87.321 

3,366 

12,248 

3,366 

12,822 

6.555 

8,445 

5.757 

Bank Credit to Commercial Sector 

Rs crore 

1,04,240 

846 

11,629 

846 

10,576 

10,963 

10.809 

8,830 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5.328 

-70 

8.30 

—70 

1,251 

13 

1.419 

- 104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1,18,839 

1,257 

16.221 

1,257 

16,723 

13,160 

11,519 

8.550 




(1.1) 

(15.8) 

(1.1) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

7,046 

—92 

■300 

—92 

604 

197 

1.319 

1,233 




(-1.3) 

( 4.1) 

( 1.3) 

(8.6) 

(0.8) 

(24.0) 

(28.9) 

Index Numben of Indualriai 

Weights 

Latest 








Production 


Month 



Variation (per cent) 



(1980-81 = 100) 


(March) 


... 

In 

p*. . _ 

In 

In 

In 



1987 

1986-87 

1985-86 1984-85 1983-84 1982-83 

1981-82 

General Index 

100.0 

188.5 

8.9 

8.7 

8.6 


6.7 

3.2 

9.3 

Basic Industries 

39.4 

196.5 

9.4 

6.8 

ll.l 


5.9 

7.0 

0.9 

Capital Goods Industries 

J6.4 

242.7 

18.2 

10.6 

2.9 

11.8 

3.7 

6.7 

Intermediate Goods Industries 

20.5 

146.6 

4.3 

7.5 

9.6 

- 

8.5 

21.2 

3.7 

Consumer Goods Industries 

23.6 

173.8 

5.3 

12.5 

7.2 


1.6 

- 1.5 

13.7 

Durable Goods 

2.6 

282.6 

19.5 

18.7 

21.6 

16.1 

9.4 

10.6 

> Non-Durable Goods 

21.0 

160.6 

2.6 

11.4 

5.0 


0.4 

- 2.8 

14.1 

Forrign Ihidc 

Unit 

Latest 

Cumulative for* 








Month 










(Feb 88) 

1987-88 

1986-87 

1986-87 

1985-86 

I984:jl5 

1983-84 

1982-83 

Exports 

Rs crore 

1.317 

13.939 

11,243 

12,550 

11,012 

11.80 

9,872 

8,908 






(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

1.769 

19.880 

17,905 

20,063 

19.766 

17.m 

15,763 

14,356 






(1.5) 

(15.1) 

(8.9) 

(9.8' 

(5.0) 

Balance of Trade 

Rs crore 

-452 

- 5.941 

6,662 

-7,513 

- 8.754 

-5,318 

-5,891 

-5,448 

Employment Exchange Statistic* 

Unit 

latest 

Cumulative for* 








Month 


" 








(Dec 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30,247 

30,247 

30,131 

30,131 

26.270 

24.861 

23,034 

19,753. 

(as at end of period) 



(0.4) 

(14.7) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

492 

5,465 

5,473 

5.473 

5,824 

6,220 

6.756 

5,862 




(-0.2) 

(-6.0) 

( 6.0) 

( 6.4) 

( 8.0) 

(15.3) 

( 6.6) 

Number of Vacancies Notified 

Thousand 

56 

621 

616 

616 

683 

707 

827 

820 




(0.8) 

(-10.0) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number, of Placements 

Thousand 

35 

360 

356 

356 

388 

407 

486 

474 




(1.1) 

(-8.2) 

(- 8.2| 

(- 4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1986-87* • 

1M5-K** 

I984-85* 

19g3-84« 

1982-83* 

1981-82* 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

775 

764 

721 

720 

1,627 

664 


* Fur cuncnt year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

-t- Upto latest month for which data are available. 

4- + Provisional data. 

® Relate to 1970-71 prices. 

Notts: (1) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


PIL 

Bonus Shares 

POLVOLEHNS INDUSTRIES (PIL) has 
fared so well during 1987 that the board 
of directors has not only recommended 
issue of bonus shares on a one-for-two 
basis but also stepped up dividend from 
23 per cent to 28 per cent. The S per cent 
increase in distribution is to conunemorate 
the silver jubilee. Op sales of Rs 123.39 
crore against Rs 1H.46 crore in the 
previous year, the company ^Med a gross 
profit of Rs 22.01 crore against Rs 1S.72 
crore. This outcome refledts a sizeable 
widening of protit margins. Net proEt is 
Rs 10.26 crore (Rs 7.07 crore). The 
enhanced distribution is covered 2.85 
times by earnings as against 2.39 times 
previously. 

The overall performance of the com¬ 
pany in terms of production and sales of 
its major products has been satisfactory. 
Polymer division’s production and sales 
of HDPE were affected during the last 
quarter of the year due to the planned 
shutdown. The production of rubber 
chemicals unit increased by about 8 per 
cent over the previous year. The plastic 

file Week's Companies 


products division’s sales of HASTI 
sprinkler system, pipes, blow moulded 
articles, gas holders, etc, picked up. 

The company is going ahead with its 
oepansion and diversification programme. 
The project work for ethylene vinyl 
acetate (EVA) copolymers is progressing. 
The plant and machinery have arrived at 
the site and the plant is expected to be 
commissioned by the first quarter of 1989. 
The cortipany has received a letter of 
intent for the manufacture of chlorinated 
polyethylene (CPE). The project has also 
been cleared by the Maharashtra Pollution 
Control Board as well as CIDCO from the 
location angle. The company is now 
awaiting clearance from the Environment 
Board. The company’s applications for 
the polyacetal/EPM-EPDM/Modernisa- 
tion of HDPE plant are still under con¬ 
sideration of the central government. 

TRIBENI TISSUES 

Shrinking Market for 
Paper 

TRIBENI TISSUES has suffered a sharp 
setback in its working during 1987 with 
lower production, .sales and profits due to 


lower offtake of cigarette paper and 
general depression in the paper industry. 
The company’s production was 13,009 
tonnes against 14,398 tonnes in the 
previous year and sales were 12,924 tonnes 
against 14,237 tonnes. In terms of value, 
sales declined from Rs 34.11 crore to 
Rs 32.37 crore and with margins depleted 
gross profit dropped from Rs 4.44 crore 
to Rs 2.41 crore Net profit was also sharp¬ 
ly lower at Rs 1.02 crore (Rs 2.97 crore). 
The directors reduced dividend from 20 
per cent to 12,per cent which was just 
covered by earnings as against 1.87 times 
previously. The expansion of the fuushing 
house at the mill has been completed. This 
will provide more sheeting facilities and 
reduce costs. Commenting on the pro¬ 
spects, according to N G Choudhury, 
chairman and managing director, a large 
number of paper mills are still shut due 
to the recession in the paper industry. Big 
paper mills, concentrated on writing and 
printing paper as a major segmoit of their 
productive resource, have now diverted 
thejr attention on speciality papers thereby 
making such products more competitive 
in a market which is already shrinking. 
For the first time, an element of competi¬ 
tion in cigarette paper has come into the 
market taking away a small percentage of 
the company’s total market share. Some 
plans are under way to penetrate the 
market with newer pr^ucts which will be 
backed by an aggressive promotional cam¬ 
paign to boost up front line products as 
well as the regular product range. 

APOLLO TYRES 

Capaedty Expansion Pays 

APOLLO TYRES has turned in 
encouraging working results for the year 
ended October 1987. Sales have increased 
from previous year’s Rs 68.57 crore to 
Rs 107.39 crore and gross profit has risen 
from Rs 11.90 crore to Rs 18.54 crore. 
Although depreciation has claimed a con¬ 
siderably higher amount, net profit is 
Rs 14.31 crore against Rs 9.31 crore. After 
providing Rs 13.66 crore for arrears of 
depreciation, the balance surplus of 
Rs 1.02 crore has been carried forward. 

These results reflect a 36 per cent 
increase in production of tyres resulting 
from expanded capacity. Export of tyres 
and tubes was Rs 341 lakh as against only 
Rs 28 lakh in the previous year. The com¬ 
pany’s products have ginned acceptance 
not only in the US but also in Holland, 
Australia and middle east. Power avail¬ 
ability in Kerala continued to be critical, 
but the company maintained continuous 
production ^ operating DG sets installed 
last year. Farm tyres have achieved a deep 
penetration in the market. A new drive- 

. 


(Rs Lakh) 



Pit_ 

Tribctii 

1 ISMIl’S 

Apollo r>rcs 


l.alcsl Year 

l.as( Year 

Latest Year 

1 asi Yirai 

Latest Year 

l,jisl Year 


31-12-87 

3I-12-8A 

31 12 87 

31 17-86 

31-10-87 

31-1086 

Paid-up Capital 

1287 

1287 

795 

795 

850 

850 

Reserves 

3109 

2443 

771 

764 

2466 

836 

Borrowings 

2489 

2682 

826 

786 

4664 

4651 

of which Term Borrowings 

1992 

83 

52 

10 

1665 

1923 

Gross fixed assets 

5056 

5072 

2637 

2616 

7948 

6118 

Net fixed assets 

4003 

2828 

1149 

1244 

3881 

3809 

Investments 

4 

2 

— 

13 

993 

292 

Current liabilities 

4443 

3525 

679 

879 

1620 

1273 

Current as.sets 

6965 

6864 

1836 

l%l 

4726 

3508 

Slocks 

1737 

1815 

1051 

1149 

1414 

1172 

Bonk debts 

1870 

2438 

417 

542 

1605 

1654 

Net sales 

12339 

11146 

3237 

.3411 

10739 

6857 

Other income 

560 

506 

13 

II 

184 

76 

Raw material costs 

6535 

.5945 

1264 

1221 

5794 

4018 

Wages 

992 

854 

501 

457 

569 

432 

interest 

334 

315 

199 

173 

531 

400 

Gross profit (-t-Vioss (-) 

2201 

1.572 

241 

444 

1854 

1190 

Depreciation provision 

490 

280 

120 

— 

402 

259 

Tax Provision 

685 

585 

19 

147 

16 

— 

Net profit ( + )/losst-) 

1026 

707 

102 

297 

1436 

931 

Investment allowance reserve 

— 

— 

— 


— 

33 

Transfer to re.servcs 

Dividend 

666 

411 

7 

138 

101 

32 

Amount P 

— 

— 

— 

— 

— 

_ 

E 

360 

296 

95 

159 

— 

— 

Rate (per cent) P 

— 

— 



— 

— 

E 

28 

23 

12 

20 

— 

— 

Cover (times) 

Hatios (per cent) 

2.85 

2 39 

1.07 

1.87 

— 


Gross profit/sales 

17.83 

14.10 

7.44 

13.01 

17.26 

17.35 

Net profts/ppital employed 

23.34 

18.95 

6.51 

19.05 

145.78 

%.08 

inventories/sales 

14.08 

16.28 

32.46 

33.68 

13.17 

12.0*.* 

^^4laes/sales 

8.04 

7.66 

15.48 

13.39 

5.30 

6.30 
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wheel premium truck tyre XT-7 was 
developed to minimise the cost per 
tonne/km which has been well received. 
Radial tyres developed for new generation 
passenger cars have been introduced. 
Also, several other products are in dif¬ 
ferent stages of development and are 
planned for launch in the coming years. 
An exhaustive action plan for modernisa¬ 
tion and expansion of the plant is under 
implementation. When implemented, the 
plan will result in better process control 
and higher production. Partial benefit of 
the plan will accrue in the current year. 
Meanwhile, the licensed capacity of the 
company has been enhanced to IS lakh 
numbers of tyres per annum as per the 
government’s new policy. 

The company's plant and machinery 
has been revalu^ as at the end of the year 
to reflect the present intrinsic value of 
these assets. The surplus on revaluation 
amounting to Rs 1S.76 crore has been 
credited to fixed assets revaluation reserve. 
With further improvement, in the com¬ 
pany’s financial position, the directors 
have recommended II per cent dividend 
on preference shares induding arrears out 
of the current year’s profits, besides a 
maiden interim dividend of 12.S per cent 
for the current year. 

BOMBAY CHAMBER OF COMMERCE 

Protection; Too Much, 
Too Long? 

FURTHER extension of government pro¬ 
tection, which was vital in the initial 
vulnerable stage of industrial development 
in the country, would be pernidous. Over 
the years, India saw a steady process of 
industrialisation which would end soon if 
Indian products did not become inter¬ 
nationally competitive in price as well as 
in quality, according to V Krishnamurthy, 
chairman of Steel Authority of India and 
also chairman of the newly set up 
Technology Information Forecasting and 
Assessment Council (TIFAC). 

At the lS2nd annual general meeting of 
the Bombay Chamber of Commerce and 
Industry on May 4, he said that it was not 
enough for the industry to rest on its oars 
with regLstering certain percentage of 
growth in relation to its own previous per¬ 
formance, but it should measure its 
growth against that recorded by industries 
at the international level. A long duration 
of protection and an assured domestic 
market bred inefficiency and lack of 
motivation for modernisation both in the 
country’s public sector units and in the 
private sector and FFRA units. For too 
long a raw deal to the Indian consumer 
had been continuing. Krishnamurthy put 
forth four formulae for making Indian 
produas internationally competitive. 


First, a policy framework should be 
created in which competition should 
become a sine qua non for survival in the 
domestic market. It should be used as a 
‘springboard’ for launching our products 
into international markets. The sick units 
should be allowed to die as the cost of 
keeping them alive would be counter¬ 
productive. Second, the country should 
confme itself to a few selective thru.st areas 
for achieving excellence and emerging 
iniemaiionally competitive. Third, India’s 
approach to technology absorption had 
bwn on the surface and ineffective. There 
should be greater co-ordination between 
government, industry and the banking 
system. At present the linkages were weak 
and there was ample scope for major 
restructuring and redeploying our produc¬ 
tive forces considering the levels of 
available technologies. Fourth, the coun¬ 
try should resort to modernisation at all 
levels making- a clean break with the 
past. Modernisafion should be not only 
in respect of plant, machinery and 
technology but in a host of activities 
relating' to product-market research, 
quality inputs, manufacturing techniques 
and after-.sales service. 

MAHINDRA AND MAHINDRA 

Five-Year Investment Plan 

MAHINDRA AND MAHINDRA, 
which did well during the year ended 


October 1987 and increased the equity 
dividend from 20 per cent paid for 
1985-86 to 22 p« cent for 1986-87, has 
maintained its progress in the current year 
too. The production of vehicles at 15,503 
units (from November 1,1987 to April 12, 
1988) against 14,201 units in the cor¬ 
responding period last year is up by about 
9 per cent. Its output of traaors has gone 
up marginally by 2 per cent. The com¬ 
pany’s exports of vehicles to Iran are ex¬ 
pected to show a marked improvement in 
the current year. 

So far as its divBsification programmes 
are concerned, the company now owns an 
oil rig which is on contract with ONGC- 
for oil drilling. This business is expected 
to grow appreciably in the years ahead. A 
new company, Mahindra Telecom, has 
been formed and although the progress is 
slow it holds much promise for the future. 
The company has plans to undertake pro¬ 
perty development activities. 

An investment of Rs 250 crore is 
planned in the next five years. The com¬ 
pany’s plans include the introduction of 
new products and new technologies to 
meet the competitive demand at home 
and abroad. The present status of the 
automobile industry here and abroad as 
well as the relative strength of currencies 
open exciting prospects for manufacture 
of new products and these are receiving 
the attention of the company, according 
to Keshub Mahindra, chairman. 


BRPC 


B(X)K 



FORTHCOMING 


INSTimTE Of ECONOMIC GROWTH 

DEVELOPMENT PERSPECTIVES 

(Silver Jubilee Lectures) 

The book contains thirteen lectures by distinguished scholars from 
India and abroad belonging to the discipline of economics, demo¬ 
graphy and sociology as part of the celebration of the Institute's 
silver Jljbilee. These lectures are meant to be of tremendous inter¬ 
est to researchers from within the Institute and outside who are 
making special endeavour to critically" reviw of social relevance 
to development as well as theoritical sophistication of planning. 
These lectures are equally meant to stimulate fresh thinking on 
the development experiences from some of the eminent social 
scientists like Amartya Son, IJ3. Patel, KJ4. Raj, TJ4. Srinivasan, 
Alain De Janvry, L.R; Klein, Yash Pal, A.M. Khusro, Asok Mitra, 
iapa;i Chowdhury, etc. 

Published by: 

B.R. PUBLISHING CORPORATION 

(Division of D.K. Publishers Distributors (P) Ltd.) 

29/9, Nangia Park, Shakti Nagar, 

Delhi-110007. 
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REPORTS 


The Great Technology Run 

Harsh Sethi 

The National Tbchnology Missions reveal a fascination with a 
centralised, top-down. Delhi-based approach which demonstrates a 
fundamental distrust of those other than the converted 
missionaries. Hence the preoccupation with a technology fix, a 
continuous affair with formats, with standardisation, with quality 
of layout of the documents, etc. 


1 

THE discourse on innovative intervention 
strategies has been struck in a painful 
groove for many years now. If at one level 
wc have fancy announcements promising 
quick-fix solutions to endemic problems 
afflicting Indian society, we confront tried 
critiques reiterating the impossibility of 
reform on the other. Every suggestion is 
ruthlessly examined by its critics against 
the ‘near-impossible’ standards of a deep 
and thorough-going structural overhaul of 
the system. They start with a basic dis¬ 
belief about the seriousness of the pro¬ 
posal, then tear it down on economic, 
ecological or political criteria, and finally 
deliver the coup-de-grace with a ‘who will 
do it?’. 

Since we have dismissed out systems, 
particularly governmental ones, as essen¬ 
tially patronage and procedure-oriented, 
manned by inefficient, slothful, and cor¬ 
rupt bureaucrats who arc only interested 
in individual risk minimisation; the 
political parties as ‘non-cxistenf in 
developmental terms, as ruthless machines 
to primarily serve the interests of the 
powerful, and which activate themselves 
with the sole purpose of re-electing them¬ 
selves every five years; the non-govern¬ 
mental initiatives—the currently lauded 
‘volags’ and people’s otganisation—as 
essentially self-.serving commercial shops; 
and a ‘revolution’ does not seem to be 
around the corner—arc we fated to live in 
the late Raj Krishna’s ‘Hindu rate of 
growth’ syndrome? 

The never-ending debate on admini¬ 
strative reforms, on evolving sy.stems of 
production, distribution and governance 
that can display on a sustained basis an 
improvement on criteria of efficiency, 
delivery, honesty, and service has obvious¬ 
ly run its course. It is thus not surprising 
that our specialist critics too, what to 
speak of the much vaunted Indian public, 
are tired of hearing themselves make the 
same ciiched arguments. If we, as a 
people, are indeed caught in a crisis and 


the situation is .steadily turning worse, 
then mere dismissive criticism is unlikely 
to get a sympathetic hearing space. 

It is in this context that the different 
reactions generated by the announcement 
ol 'he five national technology missions 
(NTM)—on watei. immunisation, literacy, 
oilseeds, and telecommunication—to be 
overseen by the former NRl, Sam Pitroda, 
create somewhat of an enigma. Is this not 
still another reflection of the current 
government’s hang up on technology and 
instant-fix solutions; another circus, a 
technology run, in the by now well- 
developed tradition of the Asiad, the India 
Festivals, the Great Freedom Run, and the 
Dandi March? Except possibly for the 
focus on telecommunication, have not the 
NTM areas been always a part of our plan 
priorities, the Garibi-Hatao or the 
20-PDint Programme mix? And if precious 
little has happened in the last three 
decades to meet the stated objcctive.s, why 
should anything happen now? More so, 
if Pitroda, his reported success in the 
C-Dotventure notwithstanding, spends as 
much, if not more time, on extravaganzas 
like the Nehru Centenary Celebrations, 
forty years of Indian independence or, 
worse, on designing media and organisa¬ 
tional plans for the Congress(I). 

What however cannot be run away from 
is that most of the mission areas are 
indeed vital, that breakthroughs are 
urgently required, that earlier efforts (half¬ 
hearted or otherwise) have indeed come 
a cropper, and that Pitroda and the NTMs 
seem to offer—at least to our younger 
generation of bureaucrats, technocrats, 
and managers—a vital commodity sorely 
missing in our body politic: hope. Pitroda, 
with his brilliant handling of the media 
seems to have concocted a cocktail—with 
its buzzwords of national self-reliance, 
efficiency, service and accountability- 
that is undoubtedly attractive. And 
perhaps because what is being promised 
is not another panacea, a new populist 
package that will transform the face of the 


country, but a limited, time bound, 
taigetable and achievable set of objectives 
in a few sectors, it carries with it greater 
belief. “We are not claiming that we will 
do everything, or that things will become 
different overnight. We were handed these 
missions, and we have taken on the 
responsibility. We are sure that we can do 
it!’ A dialogue with him does seem on the 
agenda. 

11 

In an effort to understand the Missions 
and the Pitroda phenomenon, Lokayan, 
a Delhi based voluntary group, and the 
Centre for the Study of Developing 
Societies organised a two-day interaction 
between Pitroda with his mission teams 
and a carefully selected group of science 
and technology professionals, social scien¬ 
tists, and grassroots workers. The objec¬ 
tive of the exercise was to get beyond the 
usual debate—between a ‘hard-sell’ 
demanding participation on one side and 
a ruthless demolition job on the other. 
The intention, as many of the workshop 
participants put it, was to seek a construc¬ 
tive encounter, though not on Pitroda’s 
terms. 

The phrase, NTM, as Pitroda himself 
informed, was somewhat of a misnomer. 
Because the accent, except for the tele¬ 
communications mission, was only peri¬ 
pherally, on technology. The approach' 
stresses self-reliance and “an integrated 
method of problem-solving involving the 
optimal use of all relevant public and 
private sector assets, including the vast 
governmental bureaucracy already in 
place”. The key issues identified were 
management —evolving clear-cut, tfuigible 
and achievable objeaives within structures 
and processes with re.sponsibility fixation 
in given time frames; communication — 
developing first a consensus amongst the 
mission participants and then the public 
at large on the meaning and objectives of 
the mission: information —which is not 
fabricated, timely, and available in stan¬ 
dardised formats; and people's partici¬ 
pation —through an involvement of 
NGOs and concerned individuals in an 
advisory, evaluatory capacity at all levels. 
The focus was to be on evolving/recover¬ 
ing appropriate technologies, take them 
from the pilot plant/prototype stt^e to the 
field, evolve multiple channels of delivery, 
and put them into operation—so that 
stated targets can be met. 

More concretely, by 1990, the national 
mission on rural drinking water promises 
•hat for the identified 1,00,(X)0 ‘problem 
villages’, clean and safe drinking water 
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would be provided. The accent would be 
on both quantity and quality, with ‘mini- 
missions’ bdng set up to eradicate guinea 
worm, excess fluoride and iron, etc. Use 
would be made of sophisticated satellite 
imagery techniques to locate - water 
resources and plan the needed kind of 
intervention—bore wells, check dams, 
tanks, etc interestingly enough, what was 
presented as novel in the exerci.sc was not 
the technology, hut the administrative 
innovation of publi.shing in the district 
newspapers the names of the selected 
villages and the facilities to be provided 
to each one of them (a move we were told 
that the bureaucracy resisted for many 
months and has only now accepted with 
extreme reluctance). With this the mission 
hopes to engender the requisite public 
pressure to force the administration to be 
accountable. 

Similarly the novelty in the immunisa¬ 
tion mission was not in the targets— 
though they too .seem both impressive and 
daunting: 100 per cent of pregnant women 
to be immunised against tatanus; 85 per 
cent of all under one infants to be in- 
noculated with DPT, BCG and polio- 
vaccine; .self-sufficiency in vaccine produc¬ 
tion in the country; producing the equip¬ 
ment for and setting up the necessary cold 
chain for the vaccination programme, etc. 
The ‘newness’ was in the expected inter 
and intra-departmental integration in the 
health .sector, in the nationalist pride 
imbued in the sentiment about indigenis- 
ing vaccine and cold-chain equipment 
pr^uction, in involving agencies like the 
NDOB and the dairy co-operatives in the 
mission, etc. 

The NTM on oilseeds seeks its rationale 
in the need to reduce the current high 
imports (Rs, 1,000 cr/year) of edible oil 
to a more respectable Rs 2-300 cr /year). 
This ‘magical’ result is to be achieved by 
intensified efforts in producing new seeds 
suited to our diverse eco-niches, carrying 
out the needed extension exercises to per¬ 
suade the farmer to adopt the new seed 
packages, lobbying for a price support 
policy that is more favourable to the 
farmer, tightening marketing structures 
to ensure that the benefit goes to the 
producer rather than the middlemen, 
and improvement of our oil-extraction 
machineiy such that recovery percentages 
go up substantially. 

As for the NTM on literacy, 85 million 
illiterates in the 15-35 age group are 
targeted to be transformed into functional 
literates. This is sought to be actualised 
by using mass mobilisation techniques 
through volag.s, co-operatives,. unions, 
reformist movements and the like, with 
technological inputs coming in through 
improved blackboards and chalk, better 
lighting in the learning centres, better 


buildings, setting up Jana Shiksha 
Nilayams. improved literacy material, 
audio-visual packages, etc. 

And finally, there is the NTM on 
telecommunications, the area that Pitroda 
claims to know best, wherein using the 
newly developed C-Ciot exchange, major 
improvements are sought in rural com¬ 
munication (starting April 1, 1988 one 
new rural exchange is to be commission¬ 
ed daily), in public accessibility through 
doubling the exi.sting number of phone 
booths, in customer service and satisfac¬ 
tion, and above all in the development of 
a viable national digital network. 

The targets, as was mentioned earlier, 
are not just awesome, but daunting. But 
our ‘new missionaries’ are confident of 
meeting their claims within the stipulated 
time frame and a budget of merely 
Rs 4,000 crore. We are of course (though 
only in small print) simultaneously told 
that the focus is not primarily on targets 
but ‘on evolving and institutionalising a . 
process’; that a new model of manage¬ 
ment/administration and work culture is 
being sought to be put on to the ground; 
that notwithstanding the sceptics and the 
laggards, the system will Ik forced to 
deliver. ‘And by brute force, if necessary! 

What came through in the discussions 
that followed the presentation on the 
different NTMs, and it does need to be 
placed on record that they were extremely 
competent and absorbing, was a picture 
very different from the one initially laid 
out. 

The NTM strategy on water seemed 
bli.ssfuliy unaware of the specificity and 
the vulnerability of different cco-zones in 
which alone the cause of the water crisis 
can be located. To assume, as the mission 
does, that the problem is that of produc¬ 
tion extraction of water in the needed 
quantity, sets into motion schemes that 
are energy intensive and replicate urban 
water supply systems in rural areas. The 
mission then gets transformed into bore- 
wells, pipes and overhead tanks, little 
realising not only the cost implications but 
also the ecological foolishness of tapping 
ground water resources without adequate 
concern for rates of recharge. That is why 
there is little cr no talk in the mission 
documents about deforestation leading up 
to the drying up of local water sources, 
water intensive crop regimes and eucalyp¬ 
tus plantation programmes that not only 
soak up water but often privatise it, that 
unless there are enforceable laws regarding 
regulation of ground water we are likely 
to be faced a severe water famine. Little 
concern is shown about existing and past 
modes of collection and harvesting of 
water—our traditional sophisticated tank 
systems and wells that operated through 
communitarian systems of maintenance— 


and udiich have steadily been destrojfed 
through an intemperate and injudidcius 
tapping of ground water. As for all the 
talk about quality, while there are schemes 
of eradicating guinea worm or exms 
fluoride and iron, there is little contem 
shown about gastro-enteritis—the mqjor 
water borne disease affecting our popula¬ 
tion, specially children’. 

In short, what we are being presented 
is another strategy—top-down, centralis¬ 
ed, and technology dependent—which 
turns water into a commodity, instead, 
unless the focus is shifted to helping 
people organise and manage their own 
water sources, as for instance shown by 
the Pani Panchayat experience in Maha¬ 
rashtra, we are likely to see only a pro¬ 
liferation of water projects which may give 
excellent short-run results but may equally 
lead to long-run disaster. Water, as was 
repeatedly .stressed, is loo vital a resource 
to be taken away from those who depend 
upon .it, have lived with it, and in the pro¬ 
cess developed systems of maintenance 
and use that arc ecologically harmonious. 

The debate on immunisation too raised 
vital issues of how an inordinate stress on 
a vaccination-based strategy is based on 
a selective amnesia about community- 
based integrated health strategies that 
have been tried before in our country. 
That without necessary stress on nutri¬ 
tion, safe water and clean environment, 
vaccination programmes have rarely 
worked. What also should not be forgot¬ 
ten is that the decline in infant mortality' 
rates has rarely followed the development 
and mass application of vaccines. While 
it was cleat that the mission team had in¬ 
deed given substantial thought to the pro¬ 
duction of vaccines and cold chain equip¬ 
ment in the country—and self-reliance in 
this vital area is an objeettive that no one 
can seriou.sly dispute—its understanding 
about setting up safe and comprehensive 
delivery systems seemed woefully in¬ 
adequate. Rarely is it understood that 
without due care for sterilisation, any mass 
injectibic vaccination programme can lead 
to a serious outbreak of Hepatitis-B—a 
disease which is present in more than 4 
per cent of our population and is often 
a killer. Similarly, at least in the case of 
an oral polio vaccine delivery programme, 
trying out a /tu/se-approach, as is being 
tried out in Brazil wherein on the two 
coldest .days in the year children are given 
the vaccine as part of a major national 
campaign, seems more cost effective and 
viable as compared to the current cafeteria 
approach, where vaccines are stored in 
PHCs and administered throughout the 
year. 

Even the administrative structures 
needed to implement a crash mass vac¬ 
cination programme had not quite been 
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thought through. Is the mission proposing 
to use the existing-PHCs, auxiliary nurse 
and midwives, dais and health worker 
structure? In which case, if the stress is to 
be on meeting vaccination targets, would 
not other programmes suffer? Alter¬ 
natively, if the stress is to be on involving 
different agencies, official or non-official, 
then should no thought be given to evolv¬ 
ing systems of motivation and training. 
More importantly, can programmes to 
involve community workers and organisa¬ 
tions be expected to take off in a short 
period, when the existing practice has 
essentially been one of rightly maintaining 
territorial domains. 

The NTM on oilseeds drew even greater 
riak. For though Pitroda and his team 
repeatedly stressed that the selection of 
the five missions had been done before 
they got into the act, the rationale for a 
mission on oilseeds was not too evident. 
Domestic production of oilseeds has 
maintained a steady growth all through; 
the domestic contribution to edible oil 
consumption has remained at a steady 
4 kg/capita/year and when combined 
with our ‘invisible consumption’ of oils 
through cereals, milk, etc, clearly demon¬ 
strates that there is no major cause of con¬ 
cern. If the national concern is about high 
import bills, then a self-evident solution 
seems to lie in the banning or stricter 
regulation of imports. This may, through 
a minor escalation of domestic edible oil 
r'ice, give a boost to domestic production 
of oilseeds, and combined with some im¬ 
provement in the extraction process could 
easily sec us through. 

In fact what the discussion revealed was 
the presence of a major import lobby— 
the State Trading Corporation, which 
makes close to Rs 1,000 cr/year through 
the sales of imported edible oil; and the 
biscuit and vanaspati manufactures who 
gain through cheap imports. The difnculty 
seemed to be in tackling them. Bypassing 
them, and going through the rigmarole of 
an oilseeds mission—and that tod in the 
manner suggested—does not make sense 

Rarely is it realised that elevating a crop 
to the status of a mission only puts 
pressure on all other competing crops. 
And in the case of oilseeds, the greatest 
damage is likely to be caused to pulses, 
the one importuit crop that has been 
going through a secular decline. Equally 
inexplicable was the selection of the nine 
oilseeds—particularly soya—for special 
attention. It was pointed out that soya and 
rape have occupied the attention of the 
major agro-business concerns, and in the 
current liberalised atmosphere for tech¬ 
nology collaboration and imports, partly 
also in the seeds sector, may well lead to 
our domestic production programmes 
^Koming intemieshed with if not directed 


by multinational concerns. 

These tendencies, as many participants 
pointed out, were already evident. In par¬ 
ticular, the manner in which soyabean, 
which incidentally is not even recognised 
as an oilseed internationally has been, 
pushed in the last few years, has started 
causing serious distortions in the crop 
regimen in many of the semi arid zones. 
Introducing oilseeds that our farmers are 
not familiar with also implies that the 
local ghanis do not have the technology 
to crush and extract oil from them. Is this 
the reason that the mission gives emphasis 
to new technology for oil extraction which 
will inevitably increase the control of 
urban industriali.sts on the small farmer 
in addition to producing oil-cakes at a 
price that they cannot afford? 

Equally vehement was the response to 
the NTM on adult literacy. Not only did 
it seem to be jittle different from the 
National Adult Education Programme 
(NAEP) launched during the Janata 
yeai.s, and which by official admission was 
only partially successful, a focus on adult 
literacy seemed to divert needed resources 
and attention away from the goal of 
universalisation of primary education— 
a goal that our national policy makers 
have by now even stopped reiterating. In 
fact the rationale for the literacy missions 
seemed to be drawn from the current 
dominant thinking in various international 
agencies, in particular the World Bank, 
which argues that additional monies spent 
on formal educational systems is likely to 
be a total waste. Since the ‘developing 
countries’ do not have the resources to 
create the structures that can significantly 
reduce the drop-out rate at the primary 
levels, and since high adult illiteracy in¬ 
terferes both with developmental pro¬ 
grammes and consumption of new con¬ 
sumer goods, it would.be efficacious to 
focus on non-formal systems programmes 
for improving adult literacy. More distur¬ 
bing was the near-complete lack of in¬ 
trospection about the previous literacy 
ventures, why they had not succeeded to 
the degree they were supposed to, etc. 
Equally naive seems the strategy of involv¬ 
ing volags in a big way in the programme, 
when the ministry’s own sources reveal 
that nearly 80 per cent of such agencies 
given money in previous literacy program¬ 
mes were guilty of misappropriating 
funds. 

The pedagogic packages, which along 
with bMter buildings, blackboards and 
chalk, are expected to significantly im¬ 
prove the enthusiasm of the illiterate 
learner, are heavily biased towards audio¬ 
visual materials. What we are being asked 
to swallow is that a switch in the medium 
will do the trick, another facile assump¬ 
tion that our literacy bureaucrats work 


with. Other than providing an expanded 
market to our bourgeoning tribe of film¬ 
makers, and possibly some side entertain¬ 
ment to the rural audiences, are we serious 
in thinking that the proposed cosmetic 
changes can overcome the deep rooted 
structural barriers that have 1^ to the 
failure of our previous ventures? 

' Intrinsic to the NLM on literacy is also 
the proposed setting up of a new authority 
on adult literacy, stUl another national in¬ 
stitute to be headed by a joint secretary- 
in brief, a sidelining of all existing institu¬ 
tional arrangements in the field. As with 
other missions, it is hoped that the ‘newly 
created’ agency will necessarily perform 
better. Though why this should be 
assumed is clear only to the missionaries. 

Ill 

In moving away from the discussion 
on specific missions, the intervention 
strategy being promoted revealed itself as 
operating on a somewhat naive and 
flawed grid—from technology to manage¬ 
ment to development. More centrally, it 
reveals a fascination with a centralised, 
top-down, Delhi-based approach, which 
notwithstanding the repeated caveats 
about four of the five missions being the 
responsibility of the states rather than the 
centre, demonstrates a fundamental 
distrust of those other than the convoted 
missionaries. That is why the preoccupa¬ 
tion with a technology fix, a continuous 
affair with formats, with standardisation, 
with quality of layout in the documents, 
etc. It exaggerates the power of a centralis¬ 
ed model of dissemination of knowledge 
and expertise, in the process—non- 
consultative and non-participatory— 
making a mockery of the planning pro¬ 
cess. And this, when the mission teams 
admitted that the NTMs were exciting and 
involving the provincial leaderships and 
agencies far mote than those at the centre 

As one of the participants put it, a 
technologically oriented societal mission 
suffers from a cognitive disability such 
that solutions are ruled out as an ah initio 
possibility. The proposals, in fact, ate 
likely to create more problems than 
solutions—deep bore tube wells leading 
to the drying up of other wells, oilseeds 
further pushing down pubes, inefficient 
immunisation increasing the danger of 
epidemics due to lack of sterilisation of 
equipment, or adult literacy programmes 
further drawing attention and resources 
away from the much needed primary 
education sector. 

Rarely is it realised that the NTMs are 
not the first of our missions, nor is 
Pitroda the first of our missionaries. The 
mission, though it was not described as 
such, on dams has so far successfully 
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managed to displace over a million people, 
in addition to creating irreversible damage 
to our ecology. The mission on nuclear 
energy is possibly the best example of the 
systemic abrogation of human rights with 
illiterate, contract labour being used as a 
dispensable commodity without nary a 
concern for radio-activity levels. The 
forest bill, which started out as a sute- 
ment of progressive concerns, has led to 
the vinu^ denial of the commoas. Is there 
then really any hope that this time around 
things will be any different? 

In an evocative closing statement entitled 
‘the heurestics of fear’, one of the par¬ 
ticipants argued that the texts of the NTM 
ne^ed to be located in a context. Without 
for a moment doubting the honesty, the 
competence, and the nationalism of the 
NTMs, they needed to be located in the 
politics of the present day regime If 
for Nehru the organising slogan was 
Panchsheet, and for Indira Gandhi Caribi 
Hotao, for Rajiv Gandhi it seems to be 
‘India in the 2Ist century’. While the 
earlier slogans displayed some measure of 
sensitivity to our civilisational past and 
the industrial present the current slogan 
is securely located in the future—a future 
of a different nation state that only a few 
of us are destined to make it to. 

By comparing Sam Pitioda to Amitabh 
Bachchan, the latter being our first major 
urban and mobile cinematic hero who 
epitomises the use of the epic power 
of violence to break the system, it 
was pointed out that Pitroda and the 
technology missions add what is missing 
in the Bachchan offering.s—technological 
competencc-and in turn use a subtler form 
of violence, management, to drive home 
their point. Both represent the fascination 
with an extra-institutional strategy as the 
key to success in our times. 

As a man in a hurry, with an emphasis 
on patents rather than research papers, 
with the entire resources of our popular 
imagination captured in the buzzwards of 
nationalism and accountability. Pitroda 
and the missions can with ease be used to 
justify a brutal overriding of dissent. And 
it is here that the real danger that arche¬ 
type Pitroda typifies surfaces, it plays 
upon our disgust with our non-functioning 
and ineffective institutions, selectively 
evokes amnesia such that we even forget 
what we have managed to do, and by 
locating itself firmly in the psyche of the 
powerful middle-classes pushes a version 
of the future which has no place, no 
patience with the teeming rural millions 
in whose name the technology missions 
dare to call themselves people’s missions. 

Pitroda’s basic model is one of transcr 
of technology, where diffusion is equated 
to democracy. Since innovation is a messy 
.and slow process, all that is given to the 
people is a consuming of the system. 


which in the language of the mission is 
euphematically called participation. 
Nowhere in the approach is there a 
genuine space for dialogue, an understan¬ 
ding that many of the very people that the 
missions want to serve are scared of the 
proposals, and may in fact have alter¬ 
native proposals to suggest. No wonder 
villages end up being classifed as ‘problem 
villages’ and people as ‘target popula¬ 
tions’. Since the faith is placed in science, 
technology, and management rather 
than the people, the NTMs need to be 
countered by an alternative discourse on 
human rights. We need to po.se issues 
related to experts vs people, science and 
technology vs survival, community self- 
reliance as opposed to national self- 
reliance, and resurrect the language of 
equity and justice in the place of produc¬ 
tion and efficiency. In a manner of speak¬ 
ing, what one needs is an Ombudsman at¬ 
tached to each of the missions, someone 
■who will place the rights of the potential 
virtims’ on the same level as 'national 
targets’. 

IV 

One could of course lie back and 
aigue that the NTMs need not be taken 
seriously, that for all the hype that is being 
fed to us about rhese being national mis¬ 
sions, they ultimately are only Pitroda’s 
missions. After all, though they were an¬ 
nounced nearly two years back, we got to 
hear of them only after Pitroda got into 
the act. Thus, the current concerted drive 
that we see in the missions is directly at¬ 
tributable to Pitroda’s personality, and to 
his ‘seeming proximity’ to the fountain¬ 
head of formal power in out system—the 
prime minister. Such an arrangement 
naturally generates tensions and 
hostilities, and so the moment the di.stance 
between ‘the missionary’ and the source 
of power widens, as it must, the steam in 
the programme will collapse. The only fate 
rc.scrvcd for the NTMs, according to the 
argument, is either a spectacular collapse 
or a gradual whimpering out. 

This view, while probably being em¬ 
pirically grounded, does not appropriately 
appreciate cither the real dangers of the 
NTM model, or even the actual oppor¬ 
tunity that it presents. The NTMs are too 
important to be left to the ‘inevitable pro¬ 
cess of bureaucratisation, decay, and petty 
conflicts’ that accompany major interven¬ 
tion exercises. For they seem to have 
kindled, at least in our young profes¬ 
sionals, a much needed vital spark, that 
of a cause and hope. After all, do we not 
want our institutions to perform better; 
our S and T structures to come up more 
frequently with the better appropriate 
technologies suited to our environment; 
of principles of accountability and service, 
currently near absent in our officialdom. 


to have a gleater play? Let us not forget 
that a further deepening of the all- 
pervasive feeling of cognicism that afflios 
our youth, represents as much of a danger 
to the system as the attempted imposition 
of a non-participatis^ central!^ pro¬ 
gramme. It is precisely for reasons such 
as these that we cannot afford to be total 
oppositionists or cynical lay-abouts to the 
opportunity offered. If constructive 
engagement, and on our terms is what we 
are .seeking, then abstinence is hardly a 
valid response. 

We have so far seen three major phases, 
each with its own style, of reformist 
intervention. The first, broadly epitomised 
by the Nehru era. saw the ‘willing’ parti¬ 
cipation of large sections of at least our 
elite in the exercise of national develop¬ 
ment; when this ‘revolution by consensus’ 
model had run its course by the mid¬ 
sixties, we stepped into Indira Gandhi’s 
era of ‘committed’ institutions—the 
Kumaramangalam-Haksar strategy of 
locating key individuals in key places to 
turn the system around. This was the phase 
of ‘revolution by infiltration'. The present 
phase represents the third, and potentially 
the most dangerous trend—a paternalist 
corporate model of management with an 
inbuilt strategy to develop team spirit; an 
accompanying media build-up emphasis¬ 
ing a mix of di.sgust with the present state 
of affairs, nationalism, and a desire to see 
things done; and finally a proximity to 
power—leading to ‘a revolution by by- 
pa.ssing' current institutional structures 
and processes model of intervention in 
society. 

For the ‘arrived middle-classes’ of this 
country, the third phase represents a most 
alluring package—that of a non-political, 
technological and managerial objective 
fix. It is this that we need to counter. And 
if for no other reason than this, the 
challenge that Pitroda and his missions 
offer, needs to be picked up. 

Attention 
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Reappraising Tribal Movements—II 
Legitimisation and Spread 

Nimul Sen^pU 

The Jharkhandis have rightly felt that moral and intellectual 
domination is the rirst thing th^ need to counter and for that 
they have to produce an alternative moral and intelle&ual 
leadership. From the experience of past struggles and analyses of 
the failures, th^ have come to the realisation that the main 
drawback of the Jharkhand movement since its beginning has 
been the lack of intdlectual support. 


IN thi$ century the mass propagators— 
Christian missionaries, social workers and 
political activists—took the term, and 
along with that the prejudices and the 
conjectures, to the masses. It is by them 
that the indigenous terms ‘adivasi’, 'adim- 
jati’, ‘vanavasi’, ‘girijan’, ‘paharia*. etc, 
were created. Although most of these 
terms ate of Sanskrit etymology, as yet 
none of these have been found in any 
previous record. The first two terms relate 
to the concept of ‘tribe’ through the Aryan 
myth while the other are ecological. 
Nevertheless, they don’t mean all the hill 
people or forest dwellers, but only those 
enlisted in the scheduled tribes list, no 
matter that many of the ‘girijans’ live in 
the plains. PCjoratives like ‘junglee’ or 
‘kaliparaj’ might have been old folk terms. 
But these were more adjectives than ethnic 
terms. 

Of these, the term ‘adivasi’ deserves 
.special attention. If not the only one, this 
certainly is one of the terms invented and 
used by the members themselves for their 
self-identity. It is also used in officialdom 
and research studies as equivalent to 
scheduled tribes. In the adivasis’ own use, 
however, it reflects their concept of their 
history and identity. Besides, being sup¬ 
ported by political movements—Adivasi 
Mahasabha was the name of the organisa¬ 
tion which preceded the Jharkhand 
Party—it also includes a sense of pride as 
against the lowly image imparted by the 
ev'olutionary terms. Wc shall show in due 
course that the Jharkhand movement has 
seen a struggle between these two 
images—the officially sponsored one and 
the concept of the adivasis themselves. 

In officialdom the twentieth century 
begins with rigorous works on identifica¬ 
tion of the tribes. In situations where dif¬ 
ferent communities have lived side by side 
for hundreds of years developing com¬ 
parable social practices, noticeably 
distinct regional practices appearing ex¬ 
otic to people of other regions may emerge 
in due course. But how to demarcate bet¬ 
ween them internally in sharp divisions 
like caste and tribd? Placed with this com¬ 


plexity. the administrative and census of¬ 
ficials produced drastically different lists 
in different years declaring some as tribes 
only to exclude them in the next period 
and then revising the revision again. They 
also adapted themselves to the reality by 
permitting differences in evolutionary 
achievements even among the lowest in the 
evolutionary ladder. Numerous categories 
like ‘aboriginal tribe’, ‘aboriginal, forest 
and gipsy tribe’, ‘backward trib^, ‘primi¬ 
tive tribe’, ‘forest tribe’, ‘forest and hill 
tribe’, ‘indigenous trib^, ‘Hindu primitive 
tribe*, ‘fore.st and primitive tribe*, etc, were 
devised for this purpose with ever- 
changing status of individual commu¬ 
nities. All these incomplete exercises and 
complicated sub-categories had to be 
bulldozed when a list had to be produced 
in a hurry to meet the political necessities, 
libt in 1936 apparently only the backwards 
among the tribes were enlisted in the 
order. In independent India the ‘backward 
tribes’ became ‘scheduled tribes’ or simp¬ 
ly, the ‘tribes’ in day-to-day use. Although 
there were some changes in 19S0 and also 
in 1956 and 1976 there has not been any 
substential change. It needs a gigantic ef¬ 
fort to effect any change in the list. The 
president of India alone has the constitu¬ 
tional power to declare communities as 
scheduled tribes. Even the state govern¬ 
ments are not able to effect any change 
being guided by local experience. Halba 
is a recognised scheduled tribe. In 
September 1967 the Maharashtra govern¬ 
ment had declared Halba Kosthis too as 
scheduled tribes. The government had to 
withdraw the move in a short while at the 
direction of the centre 

1b get an Idea of the exact magnitude 
of the lacuna let us have a look at the 
communities in the Chotanagpur ar^ 
Baud, Ghasi, Bhogta, Rajwar and Biri. 
scheduled castes at present, declared In¬ 
digenous tribes’. in the 1931 census. 
Another community called Bhuiya was 
noted as a ‘primitive tribe’ in 1931. Even 
in 1936 all these communities were 
declared ‘backward tribes’. 

Kamar and Koli, declared ‘backward 


tribes’ in 1936, have been dropped 
altogether from the two schedules. There 
are communities who have symbiotic 
social relations with the major scheduled 
yribes. LoWs and Gorait from among 
them have been declared scheduled tribes, 
but not Gareri. Most fascinating is the 
identification of Mahatos, the most 
numerous single community in Chota¬ 
nagpur. Presently a middle caste, the 
Mahatos call themselves Kurmi, Koiri, 
Gowala or Ahir. Dalton in 1872 declared 
them as unquestionably Aryans. A few 
years later Risley took a diametrically op¬ 
posite view, declaring that they resemble 
the tribes around them and supporting his 
view by a local tradition that said that 
Kurmi Mahato and Santhal were half- 
brothm. Till the thirties there were several 
cases in the civil courts over the division 
of property of Kurmi Mahato families in 
which disputes arose whether their in¬ 
heritance should be judged by the Hindu 
code or by special tribal customs. 

There is also a numerous middle caste 
called Kurmi in Gangetic Bihar. Grierson 
in his Linguistic Survey had opined that 
the Kurmis of Chotanagpur were an 
“aboriginal tribe of Dravidian stock and 
should be distinguished from the Kurmis 
of Bihar”. Coupland (1910) had taken the 
same position in his Gazetteer. The Kur¬ 
mis of Bihar had set up the All-India Kur¬ 
mi Kshatriya Mahasabha in 1894 to bring 
all parallel castes in the whole country on 
one platform. They searched for brotherly 
castes from as far as Gujarat and Andhra 
but did not admit the Kurmi Mahato 
neighbours till 1924. During this time the 
Congress social reforifters too began the 
Kshatriyasation movement among the 
Kurmi Mahatos (Mehta, 1982). But 
simultaneously a Gossaiyan movement 
began among the Kurmi Mahatos to pre¬ 
vent their assimilation with an alien 
culture. 

Even with regard to the upper castes 
one finds similar views. In 1872, in his 
report on the Ryotwari Settlement in 
Palamau, Forbes stated that the Rajputs 
of Chotanagpur, particularly of Palamau, 
had very much degenerated through 
inter-marriage. 

Ibgether with the scheduled tribes these 
communities may account for about 90 
per cent of the autochthonous population 
of Chotanagpur. These are only the list 
of communities who were pointedly call¬ 
ed ‘tribe’ by someone or the other. For 
other autochthonous communities either 
there was no investigation reported or the 
findings were inconclusive. No such report 
can be available for Muslim communities, 
among whom too the socially downgrad¬ 
ed like Momins closely resemble the majw 
tribes in features and customs. 

The popular local concept of ‘adivasi’ 
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had grown out of this experience Jaipal 
Singh used to mention in his earlier lec¬ 
tures that 90 per cent of the people of 
Jharkhand w«te adivasis. It seems a 
political stunt tods^. Instead, one should 
look at the context and'sympathise with 
the befooled leader who discovered in 
later yean that he had been cheated out 
of half of his basei Even in the 1936 onto, 
the later day scheduled tribe communities 
were 'backward tribes’, not all the tribes. 
The name ‘Jharkhand’ was coiiibd in 1936 
during the formation of the Adivasi 
Mahasabha. Only later, after the govem- 
ment-«ponsored dichotomy spread widely, 
the leaden discovered that ‘adivasi’ did 
not mean all Jharkhandis any more. 
Thereafter they changed the name to 
Jharkhand torty. The difference between 
the local undentanding and that of out¬ 
siders remained even in this phase. Lately 
I have seen an interview with the student 
leader Surya Singh Besra published in a 
weekly journal. With great difficulty he 
was trying to argue that 74 per emit of the 
present population of Jharkhand were 
tribaU, although only 37 per cent had 
been designated scheduled tribes, and 
with great perseverance the reporter was 
trying to make sense of this, which, thanks 
to his sincerity, he did as best as possible. 
But still it will sound as political 
manipulation on the part of the activists. 

It is difficult to understand why, in ex¬ 
tending the protective provisions in the 
constitution, a need was felt to categorise 
them also as caste and tribe. A schedule 
enlisting the communities would have 
been sufficient for that purpose and 
would also have been justified since 
neither the constitution nor the govern¬ 
ment did ever define the terms caste or 
tribe. The inclusion of these spurious 
categories, not the protective provisions, 
have retained the ground for racial distinc¬ 
tions introduced in nineteenth century and 
modified since then, lb exemplify that one 
can quote a post-facto definition given by 
a person no less than the commissioner 
for scheduled castes and scheduled tribes. 
In his report for the year 1952 he noted 
eight common features of scheduled 
tribes: (i) dwelling condition—they live in 
forests uid hills; (ii) ethnic origins—from 
Negritos, Australoids or Mongoloids: (iii) 
language—tribal language; (iv) reUgion— 
‘animists’ worshipping ghosts and spirits; 
(v) mode of production—primitive, 
hunters, food-gatherers, etc; (vi) car¬ 
nivorous in food habits; (vii) naked or 
semi-naked; and (viii) fond of drink and 
dance. Not even a flfth part of the notified 
scheduled tribe population would fit these 
criteria. Mathur (1972) termed it a “typical 
case of fiction-creation by the government 
officers”. “Perhaps in a romantic mood, 
the exotic aspects of tribal culture were 


magnified... The most important and 
conscious tribal groups in the country to¬ 
day. .. in fact persent an altogether dif¬ 
ferent picture. Qiristianised Khasi, Mizo 
or Munda are heavily modernised and 
many of them would consider their non- 
tribai neighbours as primitives!’ 

Not only Mathur but many anthropolo¬ 
gists—the community of scholars who 
have first-hand knowto|ge of the schedul¬ 
ed tribes—have noted the discrepancies. 
But many more have succumbed and have 
been apologetic, even defenders of the 
concept. Roy Burman (1966) justified the 
selection process as bdng guided by the 
‘historical images’ of thq communities in 
question. Really! Recall the discussion 
above about communities in Chotanagpur. 
Whose perception, among these conflic¬ 
ting images of the same communities, was 
the historical image that Roy Burman 
mentions? 

Indeed, it is the other way roun J. It is 
the scheduled tribes list which creates a 
certain historical image, which in turn 
lends strength to the enlistment exercise, 
lb that the anthropologists have their not- 
so-modest contributions, followed by 
historians, social scientists and administ¬ 
rators opting to write or comment on the 
tribes. Niharranjan Ray (1972) with his 
remarkable power of observation had 
noted, “.. .in the whole body of historical 
data at our disposal there is hardly 
anything to suggest that these com¬ 
munities of people (presently scheduled 
tribes and non-tribes) belonged to dif¬ 
ferent social and ethnic categories 
altogether”. And yet, to qualify it for an 
Introductory Address to a seminar on 
The TKbal Situation in India’ he had to 
exert himself to develop a theory of the 
emergence of the distinction, through 
Aryan invasion and xhsjati system. The 
opening line of the presidential address to 
the Indian Anthropological Society by 
H K Rakshit runs, “The descendents of 
the early inhabitants of India are largely 
included in the population of scheduled 
tribes in the country” (Rakshit, 1980:97). 
When the United Nations Worl^ Group 
on Indigenous Populations proposed that 
the scheduled tiib« in India be considered 
as one section of ‘indigenous people’ the 
government of India categorically 
opposed that on the ground that the 
“scheduled tribes are not the only 
descendents of the origina] inhabitants of 
India”. Sure, many will agree. But 
Rakshit’s statement too will be summon¬ 
ed as an authority whenever it suits the 
government. 

■ The anthropologists often take a defen¬ 
sive stand that every definition in ai^ 
science has limitations. True; but how 
scientific is a definition which drags even 
such scholars as those mentioned above 


into pitfiaUs. The inperiily knit trap com¬ 
plete with physical traits, cultural 
achievements. fictiUous history and 
mythical isolation is so very effective that 
one way or the other everyone Ms vic¬ 
tim of it I have purposefoUy presented 
here excerpts from only the bmt of our 
scholars. If they were not able to escape 
the trap the condition of others less 
caiefiil can be imagined. In less than a 
century sochd scientists have incubated the 
racial theory laid by colonial administ¬ 
rators to a gigantic monster. Ibday the 
thought-process of every Indian is 
swallowed by it All over the country 
school childm learn about the head¬ 
hunting culture of the Nagas and the high- 
level of education for Keralites. “In 
Damodar Wdley there are some grou|» of 
people who live in the hills hunting *and 
gathering food. They are called ttibals’— 
from a book for standard III. The first 
introduction only multiplies and is never 
corrected. Evoi at a much later stage no 
less an authority than D D Kosambi will 
inform them that Ho^ Oraon and Santhal 
tribes of the same region practised slash- 
and-burn cultivation (Ifosambi, 1970: 
43-44). Faced with such challenges can the 
lightweight critics evo* hope to make their 
points accepted? 

And how many of these myths can one 
counter? With every passing day misin¬ 
formation and false conclusions are being 
accumutoed with contributions from one 
or the other of the prominent authorities, 
leave alone the more numerous lesser 
scholars. While a critic questions one, 
three more develop meanwhile substan¬ 
tiating the myth. Even the finek scholars 
lose their arudytical indmations when they 
deal with the tribes. Kosmabi was aware 
that maiqi slash-and-bum cultivators also 
knew and practised settled agriculture in 
parts of their land. But he did not even 
feel the necessity 1o cemaider a possible ra¬ 
tionale in favour of the co-existence, con¬ 
cluding straighuway thm primitivmess 
was the reason for persistance of shifting 
cultivation. Romila Thapar (1978: 217) 
knew that ^fedic litentute contained words 
for technolt^y which are of non-lndo- 
Aryan origin. “Thus”, the writes, “the 
most frequently used word for pltmgh is 
langala which is of Munda origin”. After 
just three pages (p 221) she records, “The 
Munda-speaking groups until reomtly 
were hunters and pastoralists with, at 
most, digging stick agriculture... Wtoe 
the Sudta tribes those who in the initial 
stages did not accept the new agricultural 
technology or did not apply it?” Students 
of Thapar would become administrators 
and social workers for tribal areas—in all 
ttkelihood effidmt and committed ones. 
At the root, however, they will have a 
distorted ap|»edation of the tedinological 
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abilities of tribes’ and accept the new 
white num’s burden. 

Moral and intellectual leadership, said 
Gramsci, is a more effective form of 
domination. In the tribal belt, particularly 
in the Jharkhand area where the protests 
are most developed, this is clearly noted. 
No one suspects that the committ^ scien¬ 
tists have any vested interests. No one feels 
that the protective policy has been vitiated 
by spurious diaracterisation. The intellec¬ 
tual leadership is accepted even within 
Jharkhand. Under its influence the non- 
scheduled-tribe autochthones imagine 
that their ancestors had come to Jhark¬ 
hand in some recent past; the scheduled 
tribes tend to think that anyone out of the 
list are ‘dikus’. The anthropologists exag¬ 
gerate the difference between neighbour¬ 
ing communities. It is adapted in 
revivalism among the tribes in course of 
self-assertion and the reverse among the 
rest for acculturation. The Adivasi 
Mahasabha suddenly finds that half of 
the people they have been fighting for are 
not adivasis any more. Later historians 
wilt discover when the Unnati Samaj or 
Adivasi Mahasabha had “opened their 
gates’* to the non-tribals (e g, Sharma, 
1972). From within the jumble of 
authoritative descriptions the present 
generation of adivasis will not know that 
their predecessors bad never practised any 
such closed-door policy. It was govern¬ 
mental diplomacy' in collusion with the 
social scientists that forced the earlier 
leaders to make an explicit statement. 

Moral and intellectual domination, 
unlike political suppression, relies on the 
willing acceptance of suppressive ideas by 
the people themselves. It does not appear 
as a domination at all, but as ‘leadership’. 
It becomes far more difficult to discern 
the oppressive scheme. But still, with 
growing experience of struggle, people 
come to the realisation. In the present 
phase of the Jharkhand movement there 
is a clear challenge to the existing racial, 
moral and intellectual ledership. In course 
of their struggle over the last fifty years 
the Jharkhandis have partly succe^ed in 
understanding the vicious nature of the 
dominance For quite some time with their 
limited resources they have tried to 
challenge the wide and acknowledgedly 
scientific propaganda (Sengupta (ed); 
1982). For some time they have rightly felt 
that moral and intellectual domination is 
the first thing they need to counter and 
for that they have to produce alternative 
moral and intellectual leadership. Not in 
the way that 1 have approached the ques¬ 
tion but from Ihe experiences of past 
struggles and analyses of the failures, the 
Jharkhandis have come to the realisation, 
in the words of B P Kesari, convener 
of the Jharkhand Samanvaya Samiti 


(co-ordination committee), that “The main 
' drawback of tlM Jharkhand movement 
since its beginning has been the lack of 
intellectual support’’ (£PM^, November 7, 


THE Centre for Studies of Economic 
Appraisal organised a workshop on Alter¬ 
native IKbal Development Perspectives in 
Calcutta on March 8-10. The objective of 
this workshop was to provide an interface 
between people from various fields of 
activity who are involved in the problems 
of the tribals. It tried to firstly, critically 
evaluate the various official measures 
taken for development of the tribals and 
secondly, examine the social and econo¬ 
mic structures of tribal societies so as to 
understand the nature of change in these 
societies. Apart from academicians, 
researchers and government officials, 
there was a sizeable number of activists 
from the tribal areas of Bihar, West 
Bengal and Tripura. The issues which 
emerged out of the discussions can be 
divided into two types. Firstly, there were 
problems which were common to most 
tribal communities. These were discussed 
at a general level and they included 
development strategies, language and 
culture, environment etc. Secondly, there 
were discussions on the problems of 
tribals in specific areas such as Chota- 
nagpur, IVipura and other north-eastern 
states. 

There were two papers on the problems 
of the tribals in the plateau region of 
Bihar though other participants referred 
to it at different times. The paper by Anil 
Das Gupta, who has been an activist in 
Jamshedpur fot several decades, was an 
emotional appeal for a separate state. The 
rights of the tribals were being infringed 
upon by outsiders,, making the autoch¬ 
thonous population destitutes in their own 
homes. Iribals, therefore, must have the 
right to manage their own affairs and they 
should be given the necessary political 
authority to do so. 

The other paper was by Jagannath 
Sarkar who is a well known leader of the 
CPI. His viewsr which he stated very 
clearly, ate worth ekboreting. Sarkar felt 
that the problems in the plateau region 


1987: 1888). In the next issue we will 
discuss how they arrived at this realisation. 


were caused mainly by tlw narrow-minded 
and parochial policies of the government. 
These had resulted fn two types of aliena¬ 
tion. firstly, alienation of the people of the 
region (tribals and non-tribals) from 
Bihar. S^ndly, alienation of the tribal 
people who inhabit large compact tribal 
majority areas in certain parts of the 
plateau. These people are unable to 
develop on the buis of their own genius. 
The discriminatory nature of govermnent 
policies is evident tom the fact that nearly 
two-thirds of Bihar’s revenue comes from 
the plateau but only a small fraction of 
it is spent on the rqgion- The government’s 
employment policy created a sense of 
injustice among the people. Extension of 
the administrative apparatus, growth of 
mines, factories and commerce in this 
region after independence created new 
avenues of employment for the people. 
However, most of the new jobs are take n 
by people tom the plains. This was a well- 
plann^ move of the Bihar government, 
which over three decades ago, in 19S6, had 
formulated a polity to this effect. The 
government divided the state into three 
geographical regions, viz, north Bihar 
plains, south Bihar plains and the plateau 
re^on. The first two r^ons, it was stated, 
were thickly populated and hence people 
should be encouraged to migrate to the 
sparsely populated plateau to help bring 
about demographic balance. Secoiidly, the 
first region was prone to devastating 
floods and the second region was drought- 
prone and since people in both these 
regions were dependent on agriculture, 
they could find gainful employment in the 
industries in the plateau region. This 
strategy, stated Sarkar, not only ignores 
the crucial task of finding a permanent 
solution to recurring floods but cynically 
tries to find a solution to the problems of 
the plains at the cost of the plateau. These 
policies of the government are leading the 
people in this region to demand a separate 
sute, ie, Jharkhand. Sarkar, however. 


(to be continued) 

Development Perspectives for Tribals 

Sharit Kumar Bhowmik 

The government’s efforts at tribal development bgve failed because 
planners have not understood the needs of the target group. 
Moreover, these programmes have been top heavy with 80 to 90 
per cent of the funds going towards maintaining an administratiw 
structure which supervises the distribution of the remaining 
meagre allocations. 
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aigued that a separate state could not be 
the solution for removing backwardness. 
This can be achieved through democratic 
movements which would try to change the 
policies of the government or would 
replace it. 

The question of a separate state for the 
tribals is a different issue, it had not arisen 
in response to iiyustices to the region. This 
demand, according to Sarkar, reflecu the 
aspiration of the tribal people who in¬ 
stitute distinct ethnic communities and 
who want to develop on the basis of their 
own genius. IVibals need a socio-political 
system which is different from those of 
non-tribals. They have institutions and 
traditions based on co-operative or com¬ 
munity ownership rather than private 
ownership. Their traditions and culture 
prevent them from participating in .social 
processes based on commodity produc¬ 
tion linked to private property, trade, 
commerce and industry. When exposed to 
these processes, tribal communities are 
destroyed and they become objects of 
exploitation. Though the tribal people 
form only one-third of the population of 
the plateau, they inhabit large compact 
tribal majority areas, namely, Singhbhum 
and Ranchi districts and large parts of 
Palamau and Santhal Patgana districts. 
Sarkar suggested that a state or a number 
of tribal states could be carved out of 
these areas. He felt that a state compris¬ 
ing the entire plateau would not help the 
tribals at all since they were in a minority 
there. In fact, he warned that the ex¬ 
ploiting elements in the plateau, the 
mahajans, contractors, traders, transport 
operators, etc, were all non-tribals and 
these people were interested in a separate 
Jharkhand state so that they could impose 
their rule on the tribals. 

While discussing the problems of the 
tribals in lyipura, the participants tried 
to analyse the policies of the former 
Left Front government there. Kumud 
K Choudhury, an activist from 'IVipura, 
traced the development in the state since 
its merger with India in 1948. Rapid 
demographic changes followed and by the 
time of the Census of 1961, the autoch¬ 
thonous tribal population, which had 
been the majority till 19S1, became a small 
minority (at present the tribals constitute 
only 28 per cent of the population). The 
influx of refugees created pressure on 
land. The tribals suffered all the more 
because they were mainly engaged in shif¬ 
ting cultivation which required large tracts 
of land. They were able to improve their 
economic conditions mainly because of 
the strong Left movement in the sute. The 
Left Front government made genuine ef¬ 
forts towards development of the tribals. 
They were now in a position to compete 
with the Bengalis, and this is where their 


problems began. They are frequently out¬ 
manoeuvred by the Bengalis which results 
in frustration. Choudhury believed that 
the extremist activity in the state was 
largely a result of this frustration while 
competing with the other nationality. 

EarliCT, Asok Mitra, while discussing 
the need for self-mai»gement in tribal 
areas, was critical of the role of the Dibal 
Areas Autonomous District Councils 
(ADCs) which were functioning in some 
of the north-eastern states. He felt thm the 
ADC in Dipura has not been successful. 
B K Roy Burman elaborated on this con¬ 
tention. He noted that the ADC in TKpura 
had not decentralised its authority to the 
village councils and this made self- 
maiugemem meaningless. A major draw¬ 
back of the Left Front was that it laid 
more emphasis on granting individual 
ownership of land to the tribals than on 
communal ownership. This made the 
tribals fall a prey to land alienation for 
it was easier for non-tribals to usurp an 
individual’s land than community-held 
land. 

J B Ganguly disagreed with the view 
that the ADC in TKpura had failed. He 
agreed with Roy Burman’s observations 
on land ownership but said that academi¬ 
cians and tribal activists were pressurising 
the government to change its approach. 
However, as far as performances of the 
ADCs go, the relevant data on these in¬ 
stitutions show that the record of the 
ADC in TVipura was much better than 
those in the other states. He agreed that 
the major controversy wa^ on decentrali¬ 
sation of the ADC’s authority. The state 
govenunent was initially reluctant to allow 
the formation of village councils as it felt 
that the tribals needed more time but 
agreed to the suggestion sometime before 
the elections. Malabika Das Gupta found 
the functioning of the ADC to be quite 
successful. Its main shortcoming was that 
it had initially given more emphasis to 
welfare-oriented schemes rather than on 
development-oriented ones. This ap¬ 
proach had been later rectified. 

The other tribal-dominated states of 
north-east India had problems which were 
quite different from those of TKpura. 
S N Guha Thakurta discussed some of 
them. He found that the tribals in these 
states (Meghalaya, Nagaland, Mizoram 
and Arunachal Pradesh) are gradually 
adopting settled cultivation in place of 
.shifting cultivation. Fertiliser consump¬ 
tion in M^halaya had increased substan¬ 
tially and, during some months, the yield 
per acre in these states is higher than the 
national average. Exploitation of tribals 
by non-tribals is almost non-existent 
because the tribals are the majority and 
they are politically active. However, excqi- 
ting Assam and TKpura, the states of the 


north-east are sparsely populated and face 
a shortage of human power. At the same 
time they do not want to employ people 
from elsewhere because the local people 
fear that this would lead to an inHux of 
outsiders and a situation similar to 
TKpura may occur. The extension of the 
railway line into Meghalaya was prevented 
by the opposition there bmuse of the fear 
that this would facilitate the entry of 
outsiders. 

The general issues which were raised in 
the papers and the discussions could be 
placed in three groups, namely, issues 
relating to the development of tribal 
culture, planning and the self-government 
of tribal areas. 

The discussions centred around this 
theme covered a wide range of views. At 
one extreme was Amiya K Kishku, a tribal 
leader, educationist and former union 
minister, who stressed on the novelty of 
tribal life which was a result of the strong 
relationship with nature. It was, therefore, 
not possible to solve the problems of the 
tribals through modern technological 
developments. Tlribals could only flourish 
in their natural habitat. He said that there 
were two ways of decimating the tribals— 
genocide and ethnocide. When tribals are 
uprooted from their forests to make way 
for modern industries it is genocide and 
when their culture is systematically 
destroyed, it is ethnocide. At the other ex¬ 
treme was Ambica P Ghosh who argued 
that tribals cannot be kept as species in 
a zoo. They have to develop on modern 
lines and they would have to change their 
traditions and culture. 

Tribal activists like Basta Soren and 
others from Singhbum, veered away from 
these two extremes. Soren stressed that it 
was necessary to understand the internal 
structure of tribal societies if one hoped 
to bring about changes in them. Their 
social institutions are important because 
their daily life is guided by them. The pro¬ 
blem with development plans is that they 
rarely take into account the existing 
culture and economy of the tribals. The 
logic for imposing these programmes is 
created by the belief that tribals are 
backward and helpless and they need out¬ 
siders to act as their guardians. Soren 
argued that both guardianship and 
nostalgia for the past were harmful for the 
cultural development of the tribals. He 
stated that what tribals wanted was not 
mere preservation, but development of 
their cultures. Pashupati Mahato added 
that prejudice against tribals was not a re¬ 
cent phenomenon. It was centuries old 
because>ancient religious texts have por¬ 
trayed tribals as demons who had to be 
tamed. 

. The need for development of tribal 
languages was stressed by Sunil Sen Gup- 


1006 


Economic and Political Wrekiy May 14, 1988 



ta. He analysed tfie problems of 
backwardness and alienation among 
tribals in terms of the development of 
their ianguagcs. He argued that language, 
culture and education were interhnked. 
Development of tribal languages was 
necessary as this would facilitate educa¬ 
tion in their mother tongue. The basis of 
linguistic states was rational but what ac¬ 
tually happened was that all ethnic groups 
were merged into the major language 
groups (i e. those included in the 8th 
Schedule of the Constitution). This had 
hampered the development of nationa¬ 
lities and had led to the alienation of the 
tribal or minority language groups. 
Another vital issue was the development 
of common scripts for each language. For 
example, the Santhals have a common 
language but. as they are spread over dif- 
ierent states, they have adopted different 
!.''ripts, viz, Bengali, Devnagri, Alchiki 
and Oriya. This obviously affects the 
development of the language. 

The nature of planning tor tribals was 
a widely discussed issue. B R Roy Burman 
stated that tribals had not benefited from 
the fact that about 80 per cent of India’s 
mineral wealth lay in the tribal belts. 
Development programmes are framed by 
outsiders who rarely consult the people 
whom these programmes are expected to 
benefit. All too often it is found that the 
tribals lose control over their productive 
resources and their economic conditions 
worsen as a result of these plans. 

N G Basu noted that most tribal plans 
are not development oriented. They are 
philanthropic exercises. The.sc plans end 
up helping ncn-tribals more than the 
tribals. The expenditure on the infrastruc¬ 
ture and administration is dispropor¬ 
tionately high. Moreover it is found that 
non-tribals arc employed in administrative 
posts. He found that the public sector 
enterprises in thc.se areas do more harm 
than good for the tribals. They take-over 
tribal land but the displaced people are 
rarely provided employment in the fac¬ 
tories. At the same time there is an influx 
of non-tribals into the area, making the 
tribals minorities in their own homes. 

A N Bose spoke of an experiment in 
district Iwel planning undertaken by 
villagers in Midnapur district. He observ¬ 
ed that though village folk may not be 
aware of planning at the state level or, at 
times, even the district level, they were cer¬ 
tainly aware of the problems at the village 
level and they also had the solutions. This 
experiment was successful (the plans were 
implemented by the zilla parishad) 
bemuse the planners were able to motivate 
the people into becoming active par¬ 
ticipants of the planning process. Kumar 
Chattopadhyay showed how tribals were 
caught between two worlds, modern and 
traditional. They were unable to compete 
with the so-calM ‘achieving society’ but 


their traditional world was being shat¬ 
tered. He advocated regional plans based 
on the needs of the people. 

An important issue which was raised by 
some of the participants (Roy Burman, 
N G Basu, Ranajit Lahiri and others) 
dealt with the administrative costs for 
executing tribal developmimt work. It Was 
estimated that between 80 and 90 per cent 
of the funds allotted for tribal develop¬ 
ment are spent on maintaining the ad¬ 
ministrative structure. In other words 
these funds are .utilised for maintaining a 
structure which will supervise the distribu¬ 
tion of the remaining 10 or 20 per cent 
to the tribals. 

The failure of most of the plans were 
mainly bccau.se the planners did not try 
to understand the needs of the target 
groups. The government and the bureau¬ 
crats did not make any attempt to under¬ 
stand the struaurc of tribal societies. This 
resulted in a situation where, as Asok 
Milra and Roy Burman pointed out, the 
new laws seeking to protect the tribals 
actually lead to greater exploitation of 
tribals. This they felt was because tribals 
have not been allowed to take the initiative 
for their own development. Hence they 
had to depend on the government for their 
welfare. They, therefore, argued that there 
could be no development with self¬ 
management. Roy Burman stated that the 
government has been insensitive to the 
problems of the tribals while framing taws 
and the bureaucracy is downright op¬ 
pressive. Self-management would help the 
tribals out of the clutches of the bureau¬ 
cracy and the judiciary, as they could then 
frame and interpret their own laws accor¬ 
ding to their traditions. 

Arun Bose asserted that tribals would 


CRISIS is an over-used term in the discus¬ 
sion of politics and as such it lacks a con¬ 
cise definition. Crisis can be viewed as an 
irresolvable problem. A problem ran be 
resolved without changing the system, by 
adjustments here and there; whereas 
resolution of a crisis is possible only 
through the transformation of the crisis- 
ridden system. Although in appearance 
the distinction seems to be a matter of 
degree, i e, quantiutive but in actuality it 
is qualitative. If we maintain this distinc¬ 
tion—^which we should—then, it will help 


maintain their separate identity and any 
form of forced integration with the so- 
called mainstream would lead to disunity. 
The tribals, he felt, must be given the right 
to self-determination. Ashok Maity, an 
activist from Midnapur, suggested that it 
was more important to see how tribals 
looked at their own development rather 
than how the so-called advanced sections 
of society do. 

The workshop had papers dealing with 
diverse aspects of tribals but there was 
near unanimity on the woeful pace of 
developmmt. Some of the common points 
which emerged can be summarised as the 
following. 

(a) Tribal areas must be, as far as 
possible, managed by the tribals. Self¬ 
management is crucial for their economic 
and cultural development. 

(b) The orientation of planning must 
be changed. Planners usually thrust upon 
the tribals what they think is ideal. 
Though these plans may appear attractive 
when framed in the secretariat, quite often 
they become disastrous for the people they 
are expected to help. It is therefore 
necessary for planners to go to the people 
and study their problems. Regional plans, 
which would deal with the upliftment of 
spedfle tribes and their regions, should be 
encouraged. 

(c) The high administrative costs which 
eats away more than 80 per cent of the 
outlay has to be reduced. In fact, self-. 
management would reduce the top heavy 
bureaucracy. 

(d) Development of tribal culture would 
also imply development of thdr languages 
and scripts. Mass education among tribals 
could be achieved only when instructions 
are in their mother tongue. 


us stay clear from false analyses and 
equally vacuous solutions to the pro¬ 
blematic issues at hand. Secondly, for 
analytical purposes, one can make a 
distinction between two kinds of crisis: 
‘normal crisis’ and the Abnormal crisis’. 
The former is routinely contained by the 
•istitutional matrices of a society; the lat¬ 
ter emerges only when the values and the 
institutional configurations of a society 
fail to contain or manage the crisis. It is 
important to stress that all societies— 
clus-based or otherwise—are based on 


Bangladesh: Present Political Crisis 

HK 

The recent events in Bangladesh point to an ‘abnormal crisis’ 
Mayhem and bloodshed, protests and marathon hartals are 
unmistakable symptoms of this. How deeply is this crisis rooted in 
the social fabric? Can it be resolved with a change in the political 
regime? 
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crisis of some sort. Stable societies are not 
free from crisis but these societies have 
developed values, institutions and ideo¬ 
logies to contain the crisis effectively. 
Having made these conceptual distinc¬ 
tions now we turn to the Bangladesh case. 

The recent events in Bangladesh point 
to an ‘abnormal crisis’. Mayhem and 
bloodshed, protests and marathon hartals 
are unmistakable symptoms of this crisis. 
The level of violence reached during the 
day of the local government election on 
February 10, which took a toll of nearly 
200 lives and left several thousand injured 
was unprecedented in the post-indepen¬ 
dence history of Bangladesh. In com¬ 
parison, the violence on the day of the 
parliamentary election on March 3, was 
rather mild. Only 13 people were killed 
and a few hundred were injured. The fear 
of violence and bloodshed as well as a 
general compliance with the opposition’s 
call for boycotting the election kept most 
of the voters away from the polling sta¬ 
tions on that day. The election was, at 
best, a farce, in the words of the opposi¬ 
tion leaders and independent observers it 
was a ‘non-election’. The phony election 
has done nothing to resolve the crisis; it 
has taken the crisis to a new level. 

Now what is the nature of^this crisis? 
How deeply is it footed in the social 
fabric? If it is a political crisis will it be 
resolved with a change in the political 
regime? We need to be careful about using 
the term political crisis unreflectively 
because there are different levels of the 
political structure and the ‘crisis’ can be 
located at any or all of these levels at the 
same time. At a fundamental level 
political process is organically related to 
the underlying economic processes hence 
the term politico-economic rather than 
political or economic in the Marxist 
analysis is used not without any justifica¬ 
tion. But uncritical political scientists and 
sections of the lay public tend to equate 
the political with the administrative. Such 
a reading of the crisis will lead one to sug¬ 
gest that a change in the administration 
will resolve the crisis almost automatically. 
History of this region has amply demon¬ 
strated to the contrary. Worse even is the 
equation of the persona of the ruler with 
the ruling cla.ss. The common perception 
in Bangladesh apparently locates the 
source of this crisis in the psychological 
disorder of General Ershad. His assorted 
personal vices such as lying, womanising, 
cheating and stealing are given a great deal 
of prominence in the political discourse. 
Although these vices do exacerbate an 
already wretched situation, too much 
obsession with these personal vices can be 
counterproductive as it may deflect 
attention away from the more fundamen¬ 
tal issues. 


The most popular political slogan in 
Bangladesh today is ‘Enhad must gd. On 
that demand there seems to be a near- 
universal consensus among various 
political parties who are otherwise quite 
divergent and disparate: But one should 
not be beguiled by the appearance. In 
Bangladesh today Eishad is no longer jast 
a persona, he has become a metaphor. He 
has become a metaphor for dishonesty, 
corruption and all the injustices commit¬ 
ted against the people of Bangladesh. The 
people of Bangladesh stand united to end 
his unpopular, corrupt regime. Through 
struggle they can now see beyond the 
facade. Now they are fully aware of the 
dialectics between populist civilian rule on 
the one hand and the military bureau¬ 
cratic authority on the other. The people 
of Bangladesh want the military out of 
civilian politics as much as they want an 
end to a regime of corruption. And they 
also want, as Kamal Hossain put in a 
recent B^ interview, “restoration of 
democracy and sanity’’. The lives of the 
Banglade^ies—except a thin crust of the 
privileged—-are already miserable. They 
want honesty in administration for a 
change. Although the level of con¬ 
sciousness of the Bangladeshi protestors 
has gained a new height, they are yet to 
delve into the fundamental politico- 
economic processes. 

At this stage of the sruggle all the 
people of Bangladesh apparently want is 
the end of the present regime and its 
replacement by a coalition of the patriotic 
forces who will respect the fundamental 
rights of the people, .who will establish a 
government less corrupt and populist 
along the line of Corazon Aquino’s 
government in the Philippines. In class 
terms the political contradiction in 
Bangladesh today is a conflict between the 
two factions of the .same bourgeoisie class: 
the entrenched military-bureaucratic 
interest versus the populist, national 
bourgeoisie. It is a conflict within the 
ruling class. But if the movement con¬ 
tinues the class character of the leadership 
and parties involved may change. But the 
bankruptcy of the present rulers has 
reached such a proportion that they can¬ 
not even see the obvious. The ruling class 
in Bangladesh and their lackeys represented 
in Ershad and Co fail to see that the storm 
clouds of the present movement can swell 
into a cyclone bringing an end to the 
domination of the entire ruling class and 
their hegemony. But this is only one of 
the many possibilities, by no means an 
inevitability. 

CixjsE Parallel to 1960s 

A close parallel can be drawn between 
the present events of Bangladesh with 
those at the twilight of Ayub era in the 


late 1960s allowing for some important 
differences. Here it m^ be illustrative to 
recall the opening sentence of Marx in 
The Eighteenth Brumaire of Louis 
Bonaparte where he dted Hegel (actually 
it was Kant) to say that in history all the 
m^or events and personages occur twice. 
Marx added a quip: first time as a tragedy 
and second time as a farce. Although in 
terms of levels of violence the present 
movement is fiercer than the 1969 move¬ 
ment, Ershad is a caricature of Ayub, the 
former military-president of I^kistan. In 
1969, in the face of a massive uprising in 
both the parts of Pakistan president Ayub 
resigned. In time historians will duly 
record that he had some accomplishments 
and like all mortals he also had his share 
of mistakes and blunders. Like all rulers 
he was probably more conscious of his 
achievements than failures yet when the 
people of his country didn’t want him he 
embarked on a phase of repression. But 
when the repressive techniques did not 
work he stepped down. He could have 
stuck to his guns which would have meant 
more loss of valuable lives, more blood 
spilt on the streets of Dhaka and Karachi. 
By stepping down before too tiuny 
casualties and disruptions, president Ayub 
proved that he was, after all, not insane 
but rather a good politician, llie present 
circumstances of Bangladesh have 
presented Ershad with an opportunity to 
prove that he is not completely lunatic and 
his regime has some regard for basic 
human values including respect for 
human lives. The people of Bangladesh 
through a series of strikes and protests 
have proved beyond any measurable doubt 
that they really want the present regime 
to go. They have voted with their blood. 
Under the present circumstances it ap¬ 
pears that Ershad does not have too many 
options. He can either lead this poverty- 
striken country to further and systemic 
anarchy or he can preside over a peaceful 
transition towards the restoration of 
normalcy. 

The most irrational stand which is so 
far being adopted by the current regime 
is its pretension that nothing is wrong. A 
reflection of the present regime’s intran¬ 
sigence, this will not only prolong the cur¬ 
rent misrule but also the agonies of the 
people at the same time. Continuation of 
a bankrupt regime both economically and 
politically through mindless repression 
will bring the worst consequence to an 
impoverished country like Bangladesh. An 
unpopular regime is bound to be authori¬ 
tarian—unpopularity and authoritarianism 
seem to be positively correlated. Stability 
ensured through repression, deedpt and 
chicanery can only be short-lived and the 
system remains potentially unstable. In 
maintaining the grip of repression Ershad 
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will have to Call back on the military more 
directly. This will only prolong the present 
crisis and kad to more violence from both 
the sides. Violence is evil enough, but 
what is even more dangerous is the 
tolerance and routinismion of violence. In 
a doisely populated region like Bangladesh 
endonic violence will have disastrous con¬ 
sequences. Disastrous in the short term, 
these processes can, however, in the long 
term bring about the ruination of the pre¬ 
sent ruling class in Bangladesh. The pre¬ 
sent turmoil may enhance the process of 
class polarisation and sow the seed of 
systemic changes in the politico-economic 
struaure of Bangladesh. But there is 
nothing automatic about this process. In 
this historical transformation, much will 
depend on the role of the Marxist-Leninist 
parties and their leadership in Bangladesh 
in terms of seizing the opportunities. 
Only, one has to be too imaginative to en¬ 
vision any elective role on their part at 
the present stage of the movement. These 
parties are fragmented, fragile and mini¬ 
scule. One of the components of the pre¬ 
sent crisis in Bangladesh is the contradic¬ 
tory relationship between a struggle 
alr^y radicalised to its leadoship which 
is at best reformist. The crisis in the move¬ 
ment itself is not less important than the 
overarching politico-economic crisis 
within which it is located. 

It appears that Ershad is trying to ap¬ 
peal to the constituency of the Islamic 
fundamentalists and the residual pro- 
Pakistani dements although they may not 
be mutually exclusive. This is another very 
dangerous game There is no reason tor 
the genuine supporters of Islamic prin¬ 
ciples to trust Ershad. Hypothetically, 
even if the fundamentalists take over the 
government of Bangladesh by a miracle 
why should they accept Ershad—given his 
checkered track records—as their leader. 
By wooing them and portraying himself 
as a great lover of Islamic faith on 
government-owned media Ershad can 
only contribute to the right-wing causes 
by providing free publicity to the Islami- 
cists. Hie pro-Mcistani elements and the 
other hard-core criminals and opportunist 
(frankly, there is little difference between 
these two latter groups) are losers. They 
have no chance in Bangladesh except on 
the crutches of the military dictatofsTBut 
the Islamic fundamentalists have more 
than a hypothetical chance of seizing 
political power in Bangladesh. The grow¬ 
ing popularity of fundamentalism even 
among sections of the urbanised educated 
professionals Is a fact to be reckoned with. 
Gnawing poverty, high illiteracy, and 
political Oil de sac can be an explosive 
mixture—an explosion which will have far 
reaching consequences in the geo-politics 
of this region. The only force which is 


working against the riie of an Iran-styled 
movement in Bangladesh is its culture, 
deeply embedded in secular traditions. 

Ershad like ail unpopular military dic¬ 
tators Ends himself in a contradictory 
position: to gain legitimacy he tries to 
distance himself from the military and 
portrays himself as a tivilian* president, 
but again he is forced to use the military 
as a tool of repression in the face of grow¬ 
ing opposition to his rule. It would also 
be impractical liot to see divisions of opi¬ 
nions and divergence in interest in the 
military. It would be unrealistic to expect 
that Ershad can take the support of the 
military for granted for too long. Ershad 
can consider handing over power to the 
military and leave the country quietly. But 
it is unlikely that the military will be keen 
to take over power only to inherit the 
present crisis. In most cases military takes 
power only at the pretense of a crisis. At 
moments of real crisis they prefer to be 
on the sideline. As the crisis b^mes more 
and more intensified the chances of a 
military coup become dim. The military, 
or sections of it can, and perhaps will, 
play a partnership role in the event of a 
revolutionary change but it is highly 
unlikely that they will be main actors. In 
order to stall the crisis—not to resolve 
it—Ershad is trying to drive a wedge 
between the two major opposition parties 
and to play one against the other. Though 
successful in the past, this trick will not 
work this time. From the point of view of 
the present regime this is not a bad 
strategy but the parties they are dealing 
with are smarter now than before. Not¬ 
withstanding the differences between the 
Awami League and the Bangladesh Na¬ 
tionalist Party (BNP), the two mqjor 
opposition parties, they have enough 
grievances against the Ershad regime to 
keep them together, at least, until the end 
of his regime. 

By ‘winning’ another fraudulent elec¬ 
tion Ershad is trying to legitimise his 
power that he holds through a previous 
electoral fraud. But how long will this 
work? The parliamentary election held in 
March has not solved any problem. By not 
showing up at the polling stations the 
majority of the voters in Bangladesh ex¬ 
pressed their view loud and clear that 
Ershad’s rule must end. Ershad has been 
denied the legitimacy he sought. . 

What may save the day is a genuine 
election, at the national level. A genuine 
election can take place only under a 
neutral, caretaker government. The op¬ 
position leaders’ demand that Ershad 
hand over power to a caretaker govern¬ 
ment has both legal and rational force. 
Ershad keeps rqreating that he was elected 
president bi the peoide and will not step 


down. But the fact that he committed the 
greatest electoral fraud, appropriately 
termed 'vote robbery’ by Sheikh Hasina, 
one of the opposition leaders, to install 
himself as the president and what was 
even more devious, that he usurped power 
from Justice Sattar, a popularly-elected 
president in 1982 in a coup d'etat 
inaugurating the present turmoil are facu 
that ate conveniently forgotten. 

What is urgently needed now is a situa¬ 
tion of calm. The people of Bangladesh 
have been through a ni^tmare of violence 
and repression. The economy is on the 
brink of collapse. The social order is 
nearly replaced by chaos and disorder. It 
is time for change. What Ershad can do 
now is: 

First, make a solemn announcement 
that he will not seek reelectien and would 
preside over a peaceful transition in the 
greater interest of the nation. 

Secondly, announce the formation of 
a caretaker national government compris¬ 
ing such prominent figures as retired 
jurists, teachers, civil servants to be 
headed by someone acceptable to both the 
major opposition parties as well as the 
government. 

Thirdly, announce firm dates of both 
parliamentary and presidential elections 
which the caretater government will 
supervise. 

Fourthly, restore fundamental rights 
and press freedom. 

Fifthly, set up inquiry commissions to 
investigate police excesses and compensate 
all those affected adequately. 

For the leaders of the opposition the 
most crucial point is to maintain and 
galvanise the unity achieved in theif com¬ 
mon struggle. The departure of Ershad 
must not be viewed by them as the con¬ 
clusion of the struggle but as the begin¬ 
ning of a longer struggle for national 
reconstruction, a task where unity rather 
than factiousness will pay off. But will the 
crisis in Bangladesh politics go away with 
the exit of Ershad? Ilie answer is both yes 
and no. The ‘abnormal crisis’ which has 
been plaguing Bangladesh over the last 
couple of years will end but the systemic 
crisis which at source is politico-economic 
will remain. What is of utmost impor¬ 
tance today is to halt the unbridled 
‘abnormal crisis’ which portends a total 
degeneration of Bangladesh society. In a 
sense, maintenance of social stability is a 
balancing act, it is, aftw all, an astute act 
of crisis-management. And the question 
is how efficiently the ruling class can 
contain the crisis. 
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REVIEWS 


The Federal Structure That Was 

Asbok Mitra 

Letters to Chief Ministers 1947>54 by Jawaharlal Nehrus Volume 1,1947-49, 
pp 547, Volume II, 1950-52, pp 661, Volume III, 1952-54, pp 673; General 
^itor G Parthasarathi; distributed by Oxford University Press; each volume 
Rs 150. 


THE Jawaharlal Nehru Memorial Fund pro¬ 
poses to publish Nehru’s letters to the state 
chief ministers, running into huhdreds, writ-' 
ten during the seventeen years he was the 
nation’s first prime minister. The three 
volumes under review carry the letters from 
the time of independence till the middle of 
19S4. Therefore several more volumes are to 
follow. 

But these three volumes already convey a 
remarkable message, lb those of us, who 
read them at this interval of several decades 
from the time they were written, they tell of 
a polity which has disappeared. Till the pro¬ 
mulgation of the constitution in January, 
1950, Nehru would address the chief 
ministers as ‘Dear Premiers’. In other words, 
he would not even claim for himself the posi¬ 
tion of primus inter pares-, he was just one 
amongst several prime ministers, he was 
presiding over the affairs of the federation 
while they were managing the affairs of the 
constituent states; they were colleagues shar¬ 
ing a common responsibility and exchanging 
notes on how this responsibility could be 
most effectively discharged and the cauM of 
the nation most effectively served. 

Writing tb the chief ministers was a habit 
Nehru got into. Perhaps this was a hangover 
of the mode of communication he had 
developed a paiision for during his prison 
days, ftrhaps he also felt an objective need 
to have a continuous dialogue with the heads 
of the state governments on events taking 
place within the country and outside. 
Between 1947 and July 1954—the period 
covered by the letters in the first three 
volumes—all the chief ministers belonged to 
the Congress Party; therefore they were, 
apart from being chief ministers, also 
Jawaharlal Nehru’s followers in the party. 
Even so, none of these letters talk down to 
the chief ministers. There is no hectoring, 
no attempt at providing the impression that 
he is sending out instructions and it is for 
them to comply with them. Rather, it is as 
if since he, as prime minister, happens to be 
in possession of certain information, which, 
for the sake of the nation, it is important 
to share with them, he is sharing it with 
them; it is because some problems arise, 
which he must discuss with them and on 
which he feels the need to seek their views, 

’ that he is writing to the chief ministers and 
seeking their views. That is to say, the 
assumption on which he proceeded was that 
India was a federal entity, in letter as well 
as spirit, and will remain sa the states were 


as important an element in this entity as the 
union, and a state chief minister was not 
only entitled to the same courtesy as would 
be normally accorded to any head of govern¬ 
ment, he was, in addition, also one’s co¬ 
partner in the great experiment of nation¬ 
building that was on. How this assumption 
began to wobble and exactly at which junc¬ 
ture will be an interesting exercise in. detec¬ 
tion. Could it be that a shift occurred dur¬ 
ing Nehru’s lifetime itself? To find out, we 
will have to wait with bated breath till the 
correspondence for the decade 1954-64 arc 
releas^. But, at least going by the evidence 
of the letters written during the first seven 
years after independence, Jawaharlal Nehru 
considered the concept of India as a union 
of states as serious, earnest business. 

The very fact that Nehru started writing 
these letters to the chief ministers and stuck 
to the convention even in the midst of im¬ 
mense pressure of work testifies to this spirit 
of earnestness. Sometimes he would supple¬ 
ment the fortnightly letters with additional 
notes in case he felt impelled to keep the 
chief ministers posted about special develop¬ 
ments. Every time he would fail for some 
reason or other to write the regular fort¬ 
nightly letter, he would show contritencss in 
his subsequent correspondence and apolo- 
gi.se to the chief ministers. This was a code 
of behaviour which, in the light of what has 
been happening around us, now reads like 
fairy talc. 

None of these letters were the handiwork 
of ghost writers or civil servants; Nehru 
wrote each of them himself. The style is un¬ 
mistakable: the easy grace of the prose, the 
occasional meandering, emotion juxtapos¬ 
ed with narration of fact.s. Perhaps he dic¬ 
tated, perhaps many of the letters were ex¬ 
panded version of stray notes he scribbled 
on pieces of paper or a notc-bopk while he 
was on a journey or while he wai in bed late 
at night. Here is a person who had disciplin¬ 
ed himself, and yet loved to break out of the 
discipline He loved to use his letters as pegs 
to hang thoughts on, and he loved to think 
aloud. He did not mind sharing such loud 
thinking with the state chief ministers; they, 
after all, were colleagues and confidants. 

True there wa.s always a bit of a don in 
Jawaharlal Nehru. But the don was never 
presumptuous. It is, on the contrary, his in¬ 
nocence and awe engendered by the aware¬ 
ness of shared responsibility which show up 
in these letters. India is a challenge. India 
is also a wonder. India is our pride. India 


is also our concern. Things are happening 
inside India. Things are happening in the 
great wide world of which India and Indians 
ought to know. Things are happening in the 
world on account of India. Things may 
happen outside India or within in a manner 
not altogether to our liking: however, should 
India be prepared to speak her mind, maybe 
the denouement could be altered. It is an 
unending flow of issues, problems, themes, 
events which are raised or referred ta People 
are mentioned, iuiportant people, and not 
so important ones too. Great issues are 
discussed, sometimes piffling little issues as 
well. What is pervasive is the spirit of shar¬ 
ing and sharing alike, the sharing and shar¬ 
ing alike of confidence, thoughts, ideas and 
problems. 

Consider the range the letters cover. Rela¬ 
tions with Pakistan. Developments in 
Kashmir; over and over again, developments 
in Kashmir. Junagarh’s accession. R^ision 
of foodgrains policy. Strike of government 
servants in Madras, or of primary teachers 
elsewhere. The accession of the princely 
states. Refugees in Delhi and east Punjab. 
Candhiji’s fast and its aftermath. Candidji’s 
assassination. What to do with the former 
personnel of the Indian National Army. The 
strike in Tata coIlicric.s. The food situation 
in the south. The setting up of the planning 
commission. Developments in Goa. The 
matter of recognition of Israel. Some letters 
of Thomas Paine he has come across. The 
military situation in Skargu and Kargil. The 
session of the United Nations Economic 
Commission for Asia and the Far East at 
Ootacamund. Hyderabad and the Razakar 
menace. The code of behaviour our ambas¬ 
sadors abroad must conform to. The situa¬ 
tion in Berlin. How to arrange properly the 
celebrations for August 15. The meeting of 
the dominion beads in London. The birth 
of the Republic of Indonesia. The visit of 
a group of British scientists. The priorities 
committee of the cabinet. Activities of the 
RSS. Zamindary abolition. Insurgency in 
Malaya. The issue of dearness allowance. 
The Akali problem. The first World Bank 
mission to India. Announcing a fiscal com¬ 
mission. The visit of Lord Boyd-Orr. The 
way the student community is drifting. Mao 
ike-tung and the Propie’s Republic of China. 
Albert Mayer’s rural experiment at Etawah. 
Social justice and economic planning. 
Education for refugee children. The pro¬ 
ceedings of the Constituent Assembly. The 
price situation. The Hindu Code Bill. The 
university commission. Developments in 
East Pakistan. The conference of raj 
ptamukhs. Appointment of the first Elec¬ 
tion Commission. The Nehru-Liyaqat Ali 
Khan Agreement. The resignations of 
Shyamaprasad Mookerjee and K C Neogy. 
A trip to INS Delhi and meeting the naval 
ratings. Vanamahotsava. The Korean vmr. 
Floods in Assam. Chou en Lai, the extra- 
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ordinary communitt. Hie state of law and 
order. The rok of tractors in a poor, under¬ 
developed econoriiy. The fermoit in Nepal. 
Dade relations with Pakistan. The Kashmir 
debate in the Security Council. The debate 
over South Africa. High court Judgments 
and the need to protect the imiep^ence of 
the judiciary. The situation in Europe. Pro¬ 
hibition and its cost. Foodgrains rationing. 
The activities of the Hindu Mahasabha. Hie 
railway budget. How the planning commis¬ 
sion is going about. The long perspective of 
history. Proceedings in parliament. Fbod 
gifts for states afflicted by drought. The 
general strike notice served by the railway- 
men’s federation. Maulana Abul Kalam 
Azad’s trip to Europe and the middle east. 
The Japanese Peace Deaty. The rdative rates 
of movement of the different communities 
to and from East Pakistan. Daveliing 
allowances for ministers. Consequences of 
Liyaqat Ali Khan’s assassination. The 
auditor-general’s report. The failure of rains. 
The Sindri Fertiliser Factory going into 
stream. A visit to Himachal Pradesh. A Ford 
Foundation donation. The death of king 
George VI. Municipal elections in the United 
Kingdom. The Chinese gesture of despat¬ 
ching to India 1,00,000 tonnes of rice. A 
discourse on India’s policy of non-align¬ 
ment. The pros and cons of voluntary .service 
for the community. The problem of Yemen. 
Passport arrangements for travel to 
Pakistan. The talks with Sheikh Abdullah. 
The importance of communications in a 
nation’s life. The charms of the Deccan land¬ 
scape. The Tungabhadra project. Alleged 
difkrential treatment accorded to Christian 
missions and mis.sionaries in different states. 
Finalisation of the Tive-year plan. A visit to 
the north eastern frontier area. The artistry 
ol the people of Manipur. The issue of self- 
sufficiency in food. The plight of the Indian 
community in east Africa. Stirrings in 
Egypt. The agitation over the Andhra state 
issue. Responsibility thrust on the country 
because of the rapid rise of its international 
prestige. The link between production, 
employment and technological choice. 
Gopalaswami Ayyengar's assumption of ad¬ 
ditional charge as defence minister. The 
Jamia Milia. The meeting with the Everest 
conquerors and Dinzing. The conference of 
Indian heads of mission in Europe. The ris¬ 
ing crescendo of citation over linguistic 
boundaries. The role of Hindi. Death of a 
union minister of state. Happenings in 
Africa. The Appleby report. Hie romance 
of Bhakra-NangaL Students on the rampage 
in Uttar Pradesh. The role of university vice- 
chancellors. Violence and the communists. 
The long-range consequences of British 
withdrawal from Asia. The strides the Indiaq 
Statistical Institute has made. The Colom¬ 
bo conference Hie Geneva conference. John 
Foster Dulles and Krishna Menon’s negotia¬ 
tions at intwnational forums. Pondicherry 
and the French. Chou-en-Lai’s visit. 
American policy in Vietnam. The conference 
of dfvelopment commissioners. The 


relationship between the government and the 
party. 

It is a nearly unending roster; what is 
presented above is only a haphazard sample 
of the issues Nehru considered appropriate 
to refer to in the correspondence with the 
chief ministers. He had a searching mind, 
but a gnawing one too, and he lowd to hdve 
an audience while he was doing the enquir¬ 
ing or even while he was in agony. Is there 
any record anywhere how these letters were 
treated at the receiving end? Perhaps the 
chief ministers fmled to perceive their ex¬ 
traordinary significance; perhaps, after some 
interval, ^ey tended to treat the letters as 
routine, a mannerism on the part of the 
prime minister. But just consider what this 
mannerism has been substituted by: chief 
ministers being dismissed without notices at 
dead of night, chief ministers treated as link 
better than domestic servants. 

One can keep quoting and quoting from 
these letters to indicate the morphology of 
Nehru’s mind as it then was. The present 
reviewer will keep himself confined to only 
three such quotations. Here is Nehru writing 
to the chief ministers on February 3, 1949. 
.. .we must remember that repression has 
never crushed an idea or solved a problem. 
It is a temporary expedient for special occa¬ 
sions. There is a tendency sometimes to get 
u.scd to the repressive apparatus and try to 
meet every problem by its meaas. That is a 
dangerous trend and we must always pull 
ourselves up. As 1 have pointed out to you, 
we have gained abroad a rather bad reputa¬ 
tion because of the repressive legislation that 
has been pa.s.sed in various provinces. I would 
beg of you to keep this in mind not only for 
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the sake of our leputatitm but also troro the 
pom of view of solving the problenu. In par¬ 
ticular, the curtailment of the powers of the 
judiciary in regard to such matten is a most 
dangerous expedient as then the one great 
check on abuse is removed (Volume I, p 283). 
It would, one dares to conjecture, not have 
made even the slightest difference were the 
above paragraph read out to those who have 
rushed through the S9th amendment bill in 
parliament. It is an ambience of other 
generations and other voices. Jawaharlal 
Nehru’s pusillanimity will have no takers. 

Or consider the following instance of 
sweeping broadmindedness: 

The Chinese communist armies... have 
gained theii success not with Soviet aid but 
relying largely upon themselves. Therefore 
they are not dependent or the Soviets, as 
many communist parties and groups in 
Europe have been. They have shown this 
independence on various occasions. Their 
leaders are undoubtedly able men and th^ 
have 25 years' hard experience behind them. 
Neutral and even hostile observers have stated 
that their solution of the land problem is for 
the moment effective and has given satisfac¬ 
tion to the peasantry. Also that their admini¬ 
stration has compared very favourably, both 
from the point of view of efficiency and 
integrity, with the administration of the 
Nationalist government in China. All thii 
leads to the conclusion that the agrarian pro¬ 
blem is first in priority in large parts in Asia, 
including India (Volume 1, p 370). 

Again, is there any doubt at all that shoulo 
this passage be recited to the present prime 
minister, who has written a foreword to this 
series, he would stare back with blank 



4 P. 1! )!islii:;rh (jf ! 

AM ^ ■'! 


0 




This major study formulates and tests several socio-economic hypotheses of fertility 
on the basis of data obtained from 5,624 female respondents from the Delhi 
metropolitan region using multivariate techniques Cohort-specific analysis is an intrin 
sic feature of the study and helps to highlight the relevance and varying importance 
of different socio-economic, demographic and cultural factors in different aspects of 
fertility over age. 

This book IS a significant contribution to the sociological and economic study of 
population. 

804 pages/SSO x 145 mm/Rs IBS (tMirdbKl()/19SB 


PUBUCATIONS WDIA PRIVATE UMITED 
Pott Box 4215. Now Dolhi 1.10048 



EooBoniic awl Political lK%ekly Mhqr 14, 1988 


101 ^ 




incomprehension? 

Given our headlong rush towards import 
liberalisation, the following paragraph has 
its own relevance, and for another reason 
too: 

In our river valley and other schemes... we 
have to obtain from abroad much skilled 
machinery. This is inevitabte and yet I fee] 
that many types of machines can be made 
in India if we gave thought and energy to this 
matter. We follow the sheer path of paying 
dollars and getting them from abroad. We 
forget that our resources are limited; we 
foiget also how Japan industrialised herself 
without importing much in the way of big 
machines. Right from the commencement 
Japan tried to buUd her own machine and 
later succeeded remarkably. 

Another factor has to be borne in mind. 
When we have to buy expensive machinery 
from abroad .or to give contracts, we have to 
be particularly careful that we get the most 
for our money and that no opportunity is 
given for individiwls to make private profits 
out of this big transactions. I say this because 
instances have come to my notice when such 
private profit has been alleged. Wi have. 


INFANT MORTALITY rate is an excellent 
indicator of the socio-economic develop¬ 
ment of a country. This volume of original 
papers comes at an opportune time and pro¬ 
vides a comprehensive review of this vital in¬ 
dex for India.* It is commonly believed that 
the infant mortality rate in India has begun 
to decline again since 1978 after remaining 
stable for a decade. The editors argue against 
this and postulate that infant mortality has, 
in fact, been declining steadily since 1947, 
but the pace has been slower prior to 1978. 
The estimate of census actuaries understand 
the true level of infant mortality during the 
1920s and also the 1940s. The authors point 
out that SRS crude death rates for 196S-67 
were significantly abov^ those estimated by 
the NSS for I958-S9 for nine of the thirteen 
states for which both sources pttyvided infor¬ 
mation. The conclusion drawn is that death 
rates based on the NSS are underestimated. 

According to the authors, after an initial 
rather rapid decline up to 1961, IMR is 
presumed to have fallen at a slower rate The 
pace of decline has accelerated after 1975 
becau.se of improved » ternal and child 
health programmes, thk. *./ ,jansion of health 
services and a significant increase in the 
number of health functionaries. However, 
they hasten to add that this increase has just 
about kept pace with the growth of popula¬ 
tion. Besides, lack of resources, transport 
and communications limit access to medical 
care, lb this may be added a lack of em¬ 
pathy, inadequate supplies, unsuitable tim¬ 
ings, etc Perhaps a combined effect of more 


therefore; to take particular care in checking 
this abuse (Volume II, pp 211-12). 

This, to say the least, is some distance in time 
and mind from the world of Bofors. 

The co-ordinates are now transformed. 
Civility has disappeared from government. 
AtuI whatevm^ the assurances in the constitu¬ 
tion, those in authority in New Delhi treat 
the states as vassals. Maybe Nehru was 
wrong. Maybe the present rulers arc right, 
maybejt is the othef way round. What is stili 
important to point out is that the India, 
where a prime minister shuffles state chief 
ministers much as one shuffles a pack of 
cards, is not the India which the nation’s first 
prime minister, going by the testimony of 
these letters, had envisioned. 

There is however just one continuum. 
Whatever Jawaharlal Nehru's attitude 
towards foreign communists, including 
towards the leaders of the Soviet Union and 
China, he was invariably harsh in his opinion 
on Indian communists and the manner their 
activities ate to be analysed and a.ssc$sed. In 
this matter at least, between the grandson 
and the grandfather no shadow has fallen. 


education, awarenes.s, access to information 
and availability of services, however limited, 
have comributed to a certain extent. In many 
areas, the role of private practitioners at the 
village and the taluk level is not insignificant. 

Most of the papers in this volume were 
first presented and discussed at a seminar 
in 1984 under the joint auspices of the 
Gujarat Institute of Area Planning and the 
Population Council. The meeting at the Ford 
Foundation, New Delhi, wa$ called to ascer¬ 
tain the views of health and social scientists 
about the reasons for the apparent absence 
of a decline in infant mortality during 
1968-78 and also to discuss the relative im¬ 
portance of socio-economic developments 
and health services in reducing infant mor¬ 
tality. Since the seminar, the authors and the 
editors have jointly endeavoured to sharpen 
their understanding of the determinants of 
infant mortality and thus the papers pre¬ 
sented in this book add substantially to the 
rather limited pool of information on the 
correlates and determinants of infant mor¬ 
tality. lliis is important for the policy makers 
and those designing action programmes for 
reducing infant mortality. 

The thirteen papers included in this 
volume arc organised into four sections: na¬ 
tional perspective, lessons from community 
health projects, evidence from seleaed states 
and unresolved issues. 

Leela Visaria presents an overview of 
Indian literature rdating to the level, trends 
and determinants of infant mortality in 
India. Anrudh Jain focuses on the relative 


importance of medical and non-medical bc- 
tors in explaining regional variations in in¬ 
fant mortality. His paper brings out the im¬ 
portance of treating the neonatal and post- 
neonatal mortality rates separately because 
the causes and interventions are different. 
This study was based on data from the 
survey of infant and child mortality con¬ 
ducted by the Registrar General's office in 
1979 as a part of the International Year of 
the Child. Availability of this data according 
to the authors, has been the major factor 
that has led the national health policy to aim 
at halving the IMR to 60 by 2000 AD from 
I2S in 1978. 

Three papers in Section II report on the 
experience of health projects in Haryana, 
Maharashtra and Tamil Nadu and discuss 
the technologies used. Six papers included 
in Section 111 examine correlates and deter¬ 
minants of infant mortality in selected areas 
of Gujarat, Madhya Pradesh, Orissa, Rajas¬ 
than, Ihmil Nadu and Uttar Pradesh. Some 
use retrospective data which might suffer 
from a lap.se ot recall, while others u.se pro¬ 
spective data. TWo of these are based on the 
ba.seiinc surveys conducted in Madhya 
Pradesh, Orissa and Rajasthan in the early 
1980.S for the area projects under the 
auspices of the ministry of health and family 
welfare. 

Discussing the role of female literacy in 
lowering infant mortality, the authors em¬ 
phasise that female literacy as a proxy for 
female autonomy has been shown to affect 
IMR primarily through its association tyith 
indicators of better medical care during 
prenatal, natal and post-natal periods. 
Literacy improves access to knowledge and 
information, changes behavioural pattern, 
increases utilisation of health services and 
thus contributes to lowering of infant mor¬ 
tality. Besides, the states where female 
literacy is high, also have better availability 
of medical services. However, literacy does 
contribute to improving women’s self-image; 
empowers and facilitates decision-making 
triggering off a change in the authority 
pattern—all ultimately contributing to better 
health care. 

The authors comment on the paucity and 
unreliability of data collection and make a 
strong case for realisation of the national 
goal of recording all births and deaths. In 
Haryana, for example, Vijay Kumar and 
Datta report that the village chowkidar 
rep''rtcd only 24 per cent of the deaths, the 
community health guide 42 per cent and the 
auxiliary nurse-midwife 53 per cent, mostly 
from the village where the sub-centre was 
located. In the ICDS areas, the anganwadi 
worker had a maximum tally of 80 per cent. 
This performance may not be equalled in 
areas not so well supervised as the Haryana 
project is. The authors urge for a better 
mechanism for reporting deaths and for 
making reporting of deaths action-oriented 
with the main emphasis on reducing 
mortality. 


Causes of Infant Deaths 

Shanti Ghosh 

Infant Mortality in India—Differentials and Determinants edited by 
Anrudh K Jain and Pravin Visaria; Sage Publications, 1988; pp 398, Rs 22S. 
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There is consideiabk discus^ on the role 
of short spadni ^ess than 18 months) in in¬ 
fant mort^ty. Neonatal and post-neonatal 
mortality rates decrease with an increase in 
the length of birth' interval, and probabl) 
several factors operate such as birth weight, 
breast feeding, etc Evidence has been 
presented that elimination of fifth or higher 
birth ordo* babies as well as short birth in¬ 
tervals would reduce mortality considerably. 
There is need according to the authors, to 
understand the reasons why women bear, 
children close together. The root of this sure¬ 
ly lies in lack of information and availability 
of services. The woman hardly ever has a say 
in the decision-making and most pregnan¬ 
cies are not planned. However, death of a 
child at times predisposes to short spacing 
perhaps in an endeavour to replace the dead 
child. 

Some of the differences in the results 
obtained in the projects reviewed are due to 
selectivity of the sample, such as higher mor¬ 
tality in deliveries conducted by medical per¬ 
sonnel, obviously because of more abnor¬ 
malities and risk factors which were refer¬ 
red to the medical personnel. It is also dif¬ 
ficult to assess the impact of intervention 
without controls, but controls confront the 
researcher with an ethical problem. 

The authors make some very useful sug¬ 
gestions about data collection and suggest 
it should be collected district-wise and not 
state-wise. They make a pica that the 
Registrar General’s office should share 
primary household level data with interested 
scholars so that socio-economic deter¬ 
minants of the risk of infant deaths could 
be studied. 

There is a paucity of data on a number 
of crucial factors such as food habits, 
physical work, practices followed at the time 
of delivery, breast feeding, availability and 
utilisation of health service.s, etc Khan's 
study points out the adverse role of hard 
physical work during pregnancy leading to 
low birth weight babies with lowered chances 
of survival, but much more data is needed. 

While not underestimating the importance 
of economic development, the authors stress 
that a substantial reduction in infant mor¬ 
tality is possible even without significant 
econmnic development and cite the examples 
of Kerala, Sri Lanka and Costa Rica. 
Multivariate analyses have shown mother's 
education and economic status to be inde¬ 
pendent of each other in lowering mortality. 
Female education and utilisation of health 
services, as stated earlier, go hand in hand, 
and it is important that services are niade 
available to satisfy the increased demand 
created by education. 

Tlie authors emphasise the role of 
antenatal, natal and postnatal care, iron and 
folic acid to the pregnant women, tetanus 
toKoid, breast feeding, timdy supplementary 
feeding, immunisation to the batv, manage¬ 
ment of diarrhoea, etc, in reducing infant 
mortality. Identiflcaiion of high-risk 


mothers who produce high-risk babies has 
been suggested. These interventions for 
reducing mortality and improving MCH care 
are nothing new and have been a part of the 
govermnent policy for several decades and 
yet the quality of services and their outreach 
is extremely poor and does not seem to make 
much of a dent in infant mortality. This is 
where the crux of the problem would seem 
to lie. The role of private sector in health 
care in Kerala has bwn commented upon by 
many workers. 

Lessons must he learnt from the projects 
repon^ in better training, supervision and 
management, but the health authorities fail 
to do so because according to them the pro¬ 
jects cannot be replicated on a large scale 
While the important contribution of motiva¬ 
tion and leadership is difficult to replicate 
a great deal can be learnt which can be 
replicated. 

Perhaps what emerges is a bias in favour 
of social development such as education and 
availability of services for lowering infant 
mortality rather than development. It might, 
therefore be possible to reduce infant mor¬ 
tality by tetanus toxoid, changes in birth 


practices, immunisation and other health in¬ 
terventions, if the services were of good 
quality and equitably distributed. Female 
^ucation would make these services mote 
acceptable and enhance their effect and 
improve utilisation of available medical 
services. 

As expected, no one factor stands out as 
crucial, for reduction of infant mortality. 
The authors have given ample evidence of 
the interplay of factors such as age, parity, 
spacing, education, hard work, availability 
and utilisation of services for the motixr 
and the child for reduction of infant mor¬ 
tality. However, the problem of low birth 
weight which is an important cause of neo¬ 
natal and even post-neonatal mortality, has 
not been stressed sufnciently. Mote' than 
one-third of the babies born are low birth 
weight, and mortality among them is much 
higher. However, here is a volume which for 
the first time presents an analytical study of 
the causes of infant mortality and their inter¬ 
relationship on which health policies can be 
based. The book will be valuable for demo¬ 
graphers, health and social scientists, policy 
makers and programme implementers. 
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Society’s Children 

A Sociological Study of Destitute Children in Maharashtra 

Me«ra Kosambi 

The number of children who are unwanted and neglected by their parents, or whose parents, though willing, 
are unable to raise them in a harmonious family milieu is large enough to warrant concern. This study documents 
the general situation of institutionalised destitute (i e, non-delinquent) children. Attention is also focused on the 
factors leading to their institutionalisation and on the picture of the society which emerges from these. 


The nation's children are a supmnely im¬ 
portant asset. Their nurture and solicitude 
are our re.spunsibility. Children’s programmes 
should find a prominent part in our national 
plans for ihe development of human 
resources, so that our children grow up to 
become robust citizens, physically fit, 
mentally alert and morally healthy, endowed 
with the skills and motivations needed by 
society. Equal opportunities for development 
to all children during the period of growth 
should be our aim, for this would serve our 
larger purpose of reducing inequality and 
ensuring social justice (Government of India, 
National Policy for Children, 1974). 

THE social reality of today, however, is far 
from conducive to the full development of 
this 'supremely important’ asset. The 
number of children who are unwanted and 
neglected by their parents, or whose parents, 
though willing, are unable to raise them in 
a harmonious family milieu, is large enough 
to warrant concern. Especially so, since they 
then become a social responsibility- 
society’s children. 

The extent of destitution among children 
in Maharashtra is difficult to gauge Nation¬ 
wide the incidence of destitution among 
children in the age group 0 to 14 years is 
estimated to be about 1S.8 million, and in 
Maharashtra this figure is estimated to be 
well over 1,00,0(X) (as discussed below). 

This study sets out primarily to document 
the general situation of institutionalised 
destitute (i e. non-delinquent) children, with 
the help of data collected from selected 
children’s in^itutions. This process itself has 
inevitably suggested, as a secondary theme, 
the relat^ and problematic aspects of the 
society as a whole; especially the situation 
of women. Attention is, therefore; focused 
not only on the destitute children themselves, 
but also on the factors leading to thdr 
institutiorudisation and on the picture of the 
society which emerges from these. Of major 
interest are three broad aspeas of the lives 
of these children: their past (i t, family 
background and reasons for being admitted 
to the institution), their present (i e, daily 
life and routine as inmates of the institu¬ 
tion), and their future (i e, prospects after 
release on completion of the period of com¬ 
mitment to the institution). 

Since the essay is intended not as a com¬ 
prehensive statement, but rather as a star¬ 
ting point for further exploration, an 


attempt has been made to piece together 
various aspects of social reality by adding 
information gleaned from other sources. 

It may be emphasised that no attempt is 
made at a critical evaluation of the institu¬ 
tions in question, because it is evident that 
the standard of service is closely dependent 
on the availability of resources (including in¬ 
dividuals who are able to devote themselves 
to the task of caring for the institutionalised 
children) and that such resources are usually 
in short supply. Criticism of the functioning 
of these institutions is therefore deliberately 
avoided. However, the interested reader may 
refer to the critical articles on children’s 
institutions in Maharashtra (including ex¬ 
posures of malpractices) which have ap¬ 
peared in all major newspapers in the state 
in recent years. 

The primary source material for the study 
is the case journals of three of the largest 
privately managed children's institutions in 
Maharashtra, namely,' Shradhananda 
Mahilashram located at Bombay, Kusumbai 
Motichand Mahila Sevagram at Pune, and 
Nowrungay Balakashram at Pandharpur.' 
A total of 826 cases of inmates (224 boys 
and 602 girls), who spent at least part of the 
year April 1983 (o March 1984 in these in¬ 
stitutions, have been studied. The predomi¬ 
nance of girls in the sample is largely due 
to the fact that none of these institutions (in 
common with other institutions which cater 
also to older girls and women) keep boys 
beyond the age of ten at the maximum. 

In the initial stages of the study an 
attempt was made to cover every case 
handled by the three above-mentioned in¬ 
stitutions during 1983-84, but predictably 
there were practical difficulties. The most 
common of these was the problem of tracing 
certain types of case Journals; for example, 
the jouni^s of infants accompanied by their, 
mothers were included in those of the 
mothers and were therefore not easily ac¬ 
cessible, the journal of a child transferred 
to another institution was often sent along 
with him/her, etc Even in the available jour¬ 
nals (kept either in Marathi, or a mixture of 
Marathi and English) the amount of infor¬ 
mation tended to vary greatly depending on 
the social worker in charge of the task, and 
ranged from comprehensive case histories 
creating a composite picture of the per¬ 
sonality to the bare standardised formulas 


with large temporal gaps. Thus the statistical 
tabulation of the data contains some gaps, 
and has to be supplemented by the 'soft' or 
qualitative data. 

A standard case journal includes the 
institution’s admission form with as many 
of the vital details regarding the child as 
possible: date and place of birth, parents’ 
name and address, family background and 
financial and other circumstances. This is 
supplemented by a medical examination 
form filled in by the doctor attached to the 
institution, and an information sheet filled 
in by the social worker. The journal is con¬ 
tinued, ideally, at regular intervals with 
details of the child's general progress and 
physical psychological and social develop¬ 
ment as well as school progress reports and 
occasional medical reports. 

The possibility of supplementing the case 
journals by interviewing the children was 
considered, but not found to be feasible, fot 
several reasons: the numbers involved were 
great, the ages ranged from infancy to late 
teens, and the turnover (through transfers, 
releases, etc) was substantial.^ Selective 
interviews were also ruled out as unfruitful 
since a comprehensive picture could only 
have emerged through repeated interviews, 
frequent enough to gain the child's con¬ 
fidence; and each interview would have to 
be supplemented by additional information 
from the social worker^ child psychologist, 
and medical doctor. It must also be remem¬ 
bered that this study is not primarily con¬ 
cerned with the personality development of 
the destitute children. 

The journals themselves were therefore 
utilised as the only major source of infor¬ 
mation, supplemented in a small way by 
observation of the children to gather at least 
a superficial impression of their general 
oehaviour and lifestyle. Similarly, frequent 
informal talks with the staH' elicited useful 
information about the children, besides 
throwing light on some of the institutional 
problems and on their own attitudes. 

A word may be added here on the repre¬ 
sentativeness of the sample as a cross-section 
of society. Although the cases collected for 
analysis do not constitute a statistically 
representative samide; the size of the sample 
itself is large enou^ to warrant some de^ 
of generalisation. The three children’s in¬ 
stitutions selected for data collection are 
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located io uriian anas of varying tize and 
chaiacten Oieater Bombay is a cosmo¬ 
politan and multi-functional metropolis with 
a population of 8.3 million in 1981. Pune is 
a huge industrialised dty with a iropulation 
of 1.2 million, and Psndharpur is a small 
pilgrimage town with a population of 
64,000. Althou^ they are all geographically 
located in vrestern Maharashtra, they draw 
children from all over the state, and even out¬ 
side:^ Thus the entire Maharashtrian sodety 
is covered. 

Children in Maharashtra 

A general look at the nation’s child 
population reveals depressing facts rdat^ 
to poverty and malnutrition, with “118 
million chihben living below povoty line; 1.2 
million 1-4 year old children dying each year 
from several problems, 1,00,000 children 
dying each month from the effects of mal¬ 
nutrition, 163 million children 0-14 years in 
rural India not having access to safe drink¬ 
ing water, 23,000-40,000 children going blind 
each year due to vitamin A defidency” and 
so on [UNICEF, 1981-22]. In 1975 it was 
estimated that 22 per cent of all Indian 
children suffer from severe malnutrition 
[UNICEF, 1981-84); while 90 per cent of the 
children in the country are estimated to 
suffer from some form of malnutrition 
[Antony, 1984:11). 

Maharashtra is among the more pro¬ 
gressive states in the Indian union as far as 
the situation of women and children is con¬ 
cerned. However, from the family-oriented 
perspective of the middle and upper socio¬ 
economic strata of society, an objective look 
at the situation of Maharashtrian children 
in general, and destitute children in par¬ 
ticular, is likely to produce some surprising, 
and even shocking, revelations. 

The percentage of children and youth in 
the total population of Maharashtra has 
steadily declined during the last few years. 
The percentage of the age group 0-14 sank 
from 41.4 in 1971 to 40.4 in 1976, and 38.3 
in 1981; while the percentage of the age 
group 0-19 declined from 31.4 in 1971 to 50.6 
in 1976, and to 47.6 in 1981 [Khandekar: 
110;] (see also Ihble I). 

This is related to the declining birth rate. 
In 1981 Maharashtra had a relatively low 
estimated birth rate of 28.3 (30.4 in rural 
areas and 24.5 in urbm areas), as against 
the national average of 33.9 (Year Book 
1985-86: 77-79). 


Tabii 1: Child and Youth Popui ation of 
Maharashtra. 1981 

(in OOO’sJ 


Age Group 

Males 

Females 

Total 

0-4 

3,854 

3,671 

7,525 

5-9 

4,288 

4,127 

8,415 

10-14 

4,225 

3,900 

8,125 

15-19 

3,149 

2,689 

3,838 

20+ 

16,899 

15,982 

32,881 

Ibtal 

32,413 

30,369 

62,784 


Source: Census 1981, Series-1, ftiper-5 of 
1984: 43. 


In the same year the infant mortality rate 
in Maharashtra was 79 per 1000 live births 
(90 in rural areas and 40 in urban areas), 
which was low compared to the nation^ 
average of 110 [Year Book 1985-86: 102-3). 

Child employment is another fact of life. 
In Maharashtra in 1981,6.S per'cent of all 
children below 14 years were gainfully 
employed, and form^ 5.8 per cent of the 
total workforce of the state (including both 
main and marginal workers). In rural areas 
the share of child workers in the total 
workforce was 7.4 per cent and in urban 
areas 1.6 per cent'(computed from Census 
1981, Series l2, Part-Ill^ and B (i): 106). 
Most of child labour is absorbed in agri¬ 
cultural and other primary sector jobs. The 
national averages show that 38.2 per cent of 
the child workers worked as cultivators; 42.5 
per cent as agricultural labourers; 5.7 per 
cent as tenders of livestock and on planta¬ 
tions, etc; 7.9 per cent in manufacturing; 2 
per cent in trade and comment; and 3.7 in 
other occupations [computed from Census 
1981, Series-!, Part-ll: 6-9, 24-27). 

The practice of child marriage continues 
in spite of preventive legislation. For 
Maharashtra 1981 data are not available, but 
in 1971, the percentage of ever-married 
children aged 0-14 years was as follows: in 
rural areas 1.41 per cent for males and 8.82 
per cent for females (as against the national 
average of 5.42 per cent and 13.59 per cent, 
respectively), and in urban areas t).37 per 
cent for males and 3.33 per cent for females 
(compared to the national average of 0.95 
per cent and 3.77 per cent respectively) 
[UNICEF, 1981: 149). 

The term ‘destitute is used in this study 
(in accordance with the general practice) as 
a blanket term to refer to orphaned, il¬ 
legitimate, homeless, neglected, or victimised 
children. Thus practically all children in the 
sample are destitute. However, for the sake 
of convenience in analysis, a distinction is 
made, in specific contexts, between destitute 
children (i e, those affected by death of 
removal of one or both parents), illegitimate 
children, and abandon^ children. 

The real extent of destitution among 
children in Mahuashtra is not known. 
According to a conservative nationwide 
estimate, 0.5 per cent of the child popula¬ 
tion below 14 is destitute [Coriawala, 1984: 
30). By this criterion, Maharashtra would 
have about 1,24,000 destitute children. 

Actual statistics arc difficult to get. The 
figures of the Directorate of Social Vfelfare, 
Pune for 1982-83 show 25,514 referrals in the 
age group 5 to 19. i e; 0.1 per cent of the total 
child population in that age group. Of these, 
16,768 children (13,448 b^ 3^20 girls) 
were reported to be non-detinquent and 
8,746 children (6,191 boys and 2,555 girls) 
were delinquent. The latest (October 1987) 
statistics of the Directorate of Social Welfare 
(Correctional Administration), Pune show 
a total of 305 registered children’s institu¬ 
tions in Maharashtra, which include 46 
classifying centres, 26 ^vroved schools, 97 
appro^ inHitutions, 66 bal sadans (the iast 


three run by the state government). 51 
destitute children’s homes, and 19 or¬ 
phanages (the last two run by central govern¬ 
ment). The combined sanctioned strength of 
these 305 institutions is 19^28 childrsi, both 
delinquent and non-delinquent.* 

Recently, a uniform juvenile justice system 
has been introduced in India (applicable to 
the whole country except the state of Jammu 
and Kashmir) with the Juvenile Justice Act, 
1986 which provides “the care, protection, 
treatment, development and rehabilitation 
of neglected or delinquent juvoiiles and for 
the adjudication of certain matters relating 
to, and disposition of, delinquent juveniles!’ 

However, at the time of the data collec¬ 
tion for the present study (i e, in 1984-85), 
the law applicable to children in Maha¬ 
rashtra was the Bombay Clhildien Act, 1948 
(as modified up to January 15, 1983). Part V 
of the act lays down measures for.the care 
and protection of destitute and neglected 
children. 

Under Section 40 of the aa, any police 
officer, child welfare probation officer, or 
a suitably authorised person may bring 

before a juvenile court, or a suitably em¬ 
powered magistrate, or any magistrate (in 
that order of priority according to availabili¬ 
ty), a child (i e, a person below the age of 
16 if a boy. and below the age of 18 if a girl, 
according to Section 4e) who— 

“(a) has no home, or is found wandering 
without any settled place of abode and 
without visible means of subsistence, or is 
found begging or is found doing for a con¬ 
sideration any act under circumstances con¬ 
trary to the well-being of the child; or 

(b) is destitute or is illegitimate without 
means of subsistence, other than that of 
charity, or has no parent or guar^an, or has 
a parent or guardian unfit to exercise or in¬ 
capable of exercising proper care and guar¬ 
dianship, or who is not exercising proper 
care and guardianship: or 

(c) is known to associate or live with any 
prostitute or person or persons of criminal 
or drunken habiu; or 

(d) is lodging or residing in or frequently 
going to a place or places used for the 
purposes of prostitution; or 

(e) is otherwise likely to faU into bad 
association or to be exposed to moral 
danger, or to enter upon a life of crime!’ 

Section 45 of the act provides for sudi a 
child to be committed to a classifying centre, 
or to the care of a fit person named by the 
court (who is required to execute a bond, 
with or without sureties), until the age of 
18 (for a boy) or 20 (for a girl), or in excep¬ 
tional cases for a shorter pmod (vrith 
reasons stated in writing). The court may 
also commit a child to the care of a relative 
or othn fit person for a period up to diree 
years. The same provision for uiKontroUable 
children in Section 47, and for victimised 
children in Section 79. 

From the classifying centre the children 
are to be sent to an approved centre (former¬ 
ly known as a certified school), or an obser¬ 
vation home (formerly remand home), or an 
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approved innitution (formerly fit person im 
stitution). In placing the child in an approv¬ 
ed centre of approved institution, considera¬ 
tion is to be given, if possible, to the religious 
denomination of the child, according 
to Section 91. 

CHILD CAM: PROGRAMMES 

According to the schemes of the Direc¬ 
torate of Social Welfare, government of 
Maharashtra, destitute and victimised 
children, and youthful offenders apprehend¬ 
ed under the Bombay Children Act were 
initially kept in the observation homes. They 
were then committed, through juvenile 
courts, to classifying centres, approved cen¬ 
tres, or approved institutions for “custody, 
protection, treatment and rehabilitation” 
(Government of Maharashtra, 1983]. The 
same practice continues now. 

Observation homes are run by voluntary 
organisations, called District Probation and 
After Care As.sociations, which receive a 
government grant. Qassifying centres are 
run by the government in order to study the 
behaviour and attitudes of the children. 
Approved centres are run by the government 
and commit boys and girls up to the respec¬ 
tive age of 18 and 20 years; while approved 
institutions are voluntary agencies receiving 
a capitation grant from the government and 
additional educational and medical grants. 
Orphanages are voluntary agencies aiming 
to provide “care, treatment and rehabilita¬ 
tion to orphan, destitute, neglected and 
abandoned children” and receiving a grant- 
in-aid from the government. A ‘balgram’ 
tries to provide “substitute family life to 
destitute children” and is composed of a 
cluster of 18 to 20 units, called 'balsadans', 
each of which consists of 8 to 9 children and 
a house mother. Finally, foster cate is also 
designed to provide “a substitute family life 
to a needy destitute child”; any couple or 
family desirous of looking after such a child 
receives a government grant. Foster families 
receive a government grant of Rs 7S per 
month per child, while the institutions 
receive Rs 100 per month per child. 

However, since governmental resources are 
barely sufficient to meet the basic needs of 
health, nutrition, and education, voluntary 
agencies are required to raise their own funds 
to run their institutional and non-institu- 
tional services [Goriawala, 1984:30-31]. This 
is especially so, since voluntary Institutions 
admit private cases (illegitimate infants 
released for adoption by the mothers, or 
older children who are not committed 
through juvenile courts) for which govern¬ 
ment grants are not received. The number 
of private cases fluctuates considerably, and 
no statistics are available. 

Non-iiutitutional care forms a small part 
of the total child care programmes, and is 
available in the form of group care; foster 
care, sponsorship programmes, and adop¬ 
tion. An example of group care is the SOS 
Children’s Villages, where a group of 
desitute children is housed in cottages, each 
under the care of a house mother. Several 


states in India have this scheme, and about 
582 children were being provided care as 
recently as in 19M. The foster care scheme 
has received a poor response so far. partly 
because of poor parents* unwillingness to Irt 
strangers raise their children, and partly 
because of the problons of recruiting 
suitable families especially in view of the in¬ 
adequate payment. Basically it is the pro¬ 
blem of the involvement of strangers in the 
vital area of child care in a family-and kin- 
oriented society like India [Goriawala, 1984: 
31]. The sponsorship programmes are of 
western ori^n, and an estimated 2,00,000 
children in India have sponsors from the 
west, especially the US, \^.st Germany and 
Britain [Antony, 1984:7]. The foreign agen¬ 
cies (such as the International Union of 
Child Welfare, Christian Children’s Fund, 
Foster Parents’ Plan) which handle these 
programmes also encourage and support 
local Indian agencies (such as the Indian 
Sponsorship Committee, Community Aid 
and Sponsorship Programme) which aim to 
help poor families support their children as 
home instead of institutionalising them. 
Another form of child rehabilitation, 
i e, adoption, is open to Hindus in India 
under the Hindu Adoption and Maintenance 
Act of 19S6. Other communities, whose 
religion prohibits adoption (such as 
Mu.slims, Parsis, and Jews) can care for 
children under the Guardians and t^rds Act 
of 1890 which allows custody of a minor un¬ 
til the age of 21 to the guardians. Inter- 
country adoptions have also been occurring 
during the past few years [Goriawala, 1984: 
32-33]. 

Although the lion’s share of the care of 
destitute children goes to children’s institu¬ 
tions, the government of Maharashtra sees 
it as the least preferred alternative. In 1980 
the government set an order of priority in 
the rehabilitation of orphans and destitute 
children as follows: (I) adoption by Indians. 
(2) foster care in Indian families, (3) child 
care centres. (4) foreign adoptions, and 
(S) commitment to a fit person institution 
[Antony, 1984:4]. 

CHILDREN'S Institutions Selected 
FOR Survey 

institutional care provided by the govern¬ 
ment and by voluntary agencies remain the 
most common form of care for destitute 
children. 

The oldest of the three selected institu¬ 
tions is W.B Nowrungay Balakashram, Pan- 
dharpur, managed by the Prarthana Samaj, 
a well known social reform organisation. 

The founder of the original Foundling 
Home, which was the nucleus for later 
growth, was Lalshankar Umiashankar 
IVivedi, a member of the Prarthana Samaj 
and the sub-judge at Pandharpur from 1874 
to 1880. The inspiration for the enterprise 
was provided by a small accidmit: once, on 
a vralk along the river Chandrabhaga, 
THvedi stumbled upon a newborn abandon¬ 
ed baby bundled in cloth, and brought it 
home On hearing that it was a regular prac¬ 


tice to abandon unwuited newborn babies 
on the riverbank and at other places in this 
holy town, he established a ‘Balahatya 
Pratibandhidc GrUu’ (Home for the Preven¬ 
tion of Infanticide) in I87S. originally run 
at his own expense and later supported by 
donations. The famine of 1876-^ gave rise 
to another orphanage to house parentless 
children. Both institutions were later handed 
over to the Bombay Prarthana Samaj. 

Tbday the Balakashram is a multi-purposb 
institution, with a children’s home for 
orphans and destitute children to be produc¬ 
ed before the juvenile court; a remand home 
for boys below 6 and girls below 20; a cer¬ 
tified school for boys below 10 and girls 
below 20; a rescue and prevention section fen 
unmarried mothers, pregnant widows, 
married women in distress, girls in moral 
danger, etc; the old and infirm section; and 
an arts and crafts centre [W B Nowrungay 
Balakashram Centenary Souvenir 1875-1975, 
Annual Report 1982-83]. 

Shraddhananda Mahilashram run by the 
Hindu Women’s Rescue Home Society at 
Matunga, Bombay is the outcome of a 
cherished dream of the great social reformer, 
Swami Shraddhananda, though realised 
shortly after his death. The society started 
its activities on a very small scale in 1928. 
Its growth, however, was rapid, with the ad¬ 
dition of the foundling home, .the poor girl 
students section, the industrial section, and 
the work centre for ashram inmates and 
other needy women. The ashram is recognis¬ 
ed by the government as a certiHed school 
and remand home, as well as a fit place of 
detention for conditionally released female 
convias [Shraddhananda Mahilashnun, 
56th Annual Report. 1984]. 

Ibday the ashram is a multi-purpose 
institution, a ‘Home for the Helpless, 
Homeless and Hopeless’ aiming to “give 
shelter and render assistance to the women 
and children in distress and to rehabilitate 
them as good citizens of India—without 
consideration of age, caste or creed”. It 
caters to the needs of all ages from a 
newborn baby to old women up to 60 years 
of age; while boys are kept at the most until 
the age of eight. The three basic sections are; 
the children’s section (further sub-divided 
according to age groups from 0 to about 18), 
the after-care section (for girls between the 
ages of 18 and 21), and the women’s section 
(for destitute ahd rescued women of 21 of 
6P). The ashram also runs a work centre on 
its premises to provide semi-technical work 
for women from families where there is no 
earning member, thus saving the family from 
a break-up due to financial distress. The 
society also runs a sponsorship programme 
to educate several rural children [Hindu 
Women’s Welfare Society, Information]. 

Kusumbai Motichand Mahila Sevagiam 
at Pune is managed by Mahila Seva Mandal, 
a self-help society founded in 1940 by the 
British social worker Catherine Davis. The 
aim of the society is to provide shelter for 
destitute women and children. It has a 
nursery section for children under the in¬ 
stitution’s guardianship (age group 1 to 6). 
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a children’s section (for girls from 6 to 13 
years, and boys from 6 to 7 years), a girls’ 
section (13 to 18 years), and a women's sec¬ 
tion for deserted wives, etc. There is a 
primary school on the premises, for secon¬ 
dary schooling the children are sent to the 
city schools. There is, a vocational training 
centre on the pronises, with separate sections 
for cookery, tailoring, laundry, hosiery, as 
well as electronics (printed circuits), screen 
printing, transformer winding, making of 
corrugated boxes, and packing [Mahila Seva 
Mandal, Annual Report for 1983-84]. 

The total strength of the children present 
in Nowrungay Balakashram on March 31, 
1984 was 236. The total strength of inmates 
in Shraddhananda Mahilashram in 1983-84 
was 48 women and 282 children. The 
combined strength of all the sections of 
K M Mahila Sevagram during 1983-84 was 
527 women and children (separate figures for 
children are not available). 

This study was orginally planned so as to 
include also orphanages belonging primarily 
to other religions, and governmental institu¬ 
tions, but this could not be done due to ob¬ 
vious practical Constraints. Again, this was 
not strictly n&essary for the purpose in view, 
namely destitute children as a social pro¬ 
blem, since the data already collected throw 
ample light on the problem. 

On the basis of their background, the 
sample children fall into two major groups: 

(1) unwanted children (comprising 314 il¬ 
legitimate and 72 abandoned children), and 

(2) children temporarily committed to an in¬ 
stitution (comprising 401 cases of destitu¬ 
tion) (Table 2). 

Of the unwanted children, the overwhelm¬ 
ing majority are illegitimate children given 
up or abandoned at birth ot soon thereafter, 
with a few oldei abandoned children. 

In spite of the strict social sanctions 
against sexual intercourse outside marriage, 
especially for women, illegitimate maternity 
remains a serious problem; in such situa¬ 
tions, help is available from the government 
and from voluntary institutions, rather than 
from the family or kinship agencies. 

The government of Maharashtra provides 
assistance to women in moral danger (in¬ 
cluding mothers of illegitimate children) 
through special schemes of the Directorate 
of Social Welfare [Government of 
Maharashtra, 1983). Government-run recep¬ 
tion centres give voluntary admission to 
destitute and deserted women and to women 
in moral danger; after a six-month stay in 
such centres they are transferred to state 
homes for women for further rehabilitation. 
The government also provides care, treat¬ 
ment, and rehabiliution to women rescued 
from brothels. Rescue homes run by volun¬ 
tary organisations give shelter to destitute 
and deserted women and rehabilitate them 
in society through restoration, reconciliation, 
marriage, employment, etc. Voluntary 
organisations, such as children’s institutions 
(with the help of government grants) also 
provide facilities for immediate shelter and 
support for women in social and moral 


danger. 

However, recourse to these schemes is 
often the last resort. The stigma attached to 
pregnancy outside marriage is great enough 
to warrant attempts to arrange an abortion 
by quack methods, at considerable risk to 
the mother's life. Failing thati the next 
options appear to be either infanticide, abail- 
doning the child (in both of which illegiti¬ 
macy can be clearly inferred), or releasing 
it to an institution. 

Single mothers (unmarned girls, deserted 
wives, wives who have conceived premarital- 
ly or atra-maritall'y, pregnant widows) who 
are admitted to government reception cen¬ 
tres or private women’s institutions foi 
delivery usually release the child to the care 
of the institution or for adoption. Some¬ 
times illegitimate children delivered at mater¬ 
nity homes are brought to an institution, 
cither on recommendation of the superinten¬ 
dent of the maternity home, or on the in¬ 
itiative of institutions which provide infor¬ 
mation regarding such as possibility. Some¬ 
times the child, with or without the mother, 
is brought by i datives to be admitted to the 
institution, in practically all these cases, the 
mother relinquishes her rights over the child 
by tiling a written affidavit before a magis¬ 
trate; in the case of mothers who are legal 
minors the guardian (usually grandparent of 
the child) signs the affidavit. These affidavits 
run according to the standard formula, but 
some information can he gleaned from 
them. The present .sample includes 306 
illegitimate children. Details regarding the 
marital status and age of most of the 
mothers concetncd.arc available, as shown 
in Tables 3A and 3B. 

The largest proportion of these mothers 
arc tinmarricd uonien (62 per cent); followed 
by women deseited by their husbands, and 
widows. Prcdietubly, women w ho are sexual¬ 
ly less frustrated form a much smallet pro¬ 
portion: married women who conceive il¬ 
licitly, and women who art separated 
(presumabi) hy mutual consent) or have 
voluntarily left their husbands. 

The age composition of these mothers 
(Table 3b) ranges from 13 to 40 yeais. T hat 
the largest proportion is between the ages 
of 18 to 20 yeats may partly be a.scribed to 
the tendency to give this as the ‘appropriate’ 
age. It is significant that 18 mothers are 
below the age ol 17 years, i e, below the legal 
minimum age at marriage. 


While details of age and marital status of 
these mothers are relatively easily available; 
the case histories and causes of pregnancy 
are only rarely noted. Judging by these 
understandably scanty background data, the 
three main reasons for illegitimate maternity 
appear to be: rape (14 documented cases); 
breach of promise (7 cases); seduction, with 
or without promise of marriage (6 cases). 
The cases of rape seem to be frequent in 
rural areas where the women are compelled 
to go alone to isolated spots in order to fetch 
water, collect firewood, or graze cattle Often 
the rapist is a familiar figure from the village 
or an employer; in one extreme case it was 
the village doctor whom the girl consulted. 
Usually the rape is repeated a few times 
under threat. The second category includes 
the several cases of young unmarried girls 
who fall in love with young men, usually un¬ 
married neighbours, relatives, or family 
friends who promise marriage—only to 
abscond when the affair culminates in 
pregnancy. To the third category belong 
young unmarried girls as well as deserted 
wives and widows who have an affair with 
an acquaintance or relative who offers re¬ 
assurances (including a promise to arrange 
an abortion should pregnancy result) but 
disappears when the need arises. 

The journals show that the discovery of 

Tabi.i .3A: Mariiai Status cii Mothers of 
I i I Fc.iTiMATE Infants 


Marital Status 

Number Percentage 

Unmarried 

Married but illegitimate 

190 

62 

child 

10 

3 

Deserted by husband 

25 

8 

Separated/lefi husband 

4 

1 

Widow 

22 

7 

Uncertain 

55 

18 

Total 

306 

99 

Taiui 3B: Ac.r CoMPosinoN oi MurHFRSOF 
ItLECiiriMATF INFANI^ 

Age Group 

Number IVeentage 

13-17 yean 

18 

6 

18-20 yean 

131 

43 

21-25 yean 

47 

15 

26-29 yean 

11 

4 

30 years a id above 

20 

7 

Unknown 

79 

26 

Total 

306 

101 


I ABiF 2: Reasons roR iNsriiuTioNAi isation of Sampi i Ciiti.nRLN 


Reason 

Destitution (details known) 
Destitution (n» details) 

Illegittmacj' (some details known) 
Illegitimacy f'lo details) 
Abandoned (and lost) children 
(other tha'' infants) 

Education, discipline, etc 
Insufficient information 
Total 

Notes: * Details given in Table 4. 
** Details given in Table 7a. 


Boys 

Girls 

Total 

72 

313 

385* 

3 

13 

16 

130 

176 

.306** 

1 

7 

8 


63 

72 


3 

5 

7 

27 

34 

224 

602 

826 
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iliegitimale pregnancy in the case of un¬ 
married girls is followed by standard 
responses. The girl is soundly braten up by 
her parents, quack remedies for abortion arc 
tried, sometimes the girl is driven out of the 
house, sometimes taken to a government 
reception centre or a women’s institution for 
delivery. The putative father usually gets 
away by simply disappearing from the scene 
until the storm blows over, or by denying any 
involvement if accused. In very few cases do 
the girl’s parents sue the putative father or 
take any punitive action, although in one 
rare case the girl’s parents left the baby 
literally at the father’s doorstep (who then 
admitted it to an institution). In a few (ad¬ 
mittedly rare) cases, the parents themselves 
have obstructed the marriage of the couple 
by refusing permission on grounds of caste 
or religious differences. 

In the case of married women, pre-marital 
or extra-marital pregnancies, when dis¬ 
covered by the Husband can result in deser¬ 
tion (three documented cases), but in some 
ca.ses married life is resumed after the child 
is given away (S cases). 

It may be assumed that many illegitimate 
pregnancies result in suicide. The sample in¬ 
cludes one case of an illegitimate mother 
(deserted wife) who planned to commit 
suicide but was dissuaded. 

The present sample of 826 cases includes 
306 infants (below one year) who are known 
or presumed to be illegitimate: 130 boys and 
176 girls (Table 7a). Of these, an overwhelm¬ 
ing majority of the babies (273) were handed 
over personally. Of these babies, in turn, a 
large majority were delivered in the institu¬ 
tion itself by the mother; a few were 
delivered elsewhere and personally handed 
over to the institution later. Thirty-seven in¬ 
fants were found abandoned. 

The cases of abandoned infants show that 
the usual places selected for the purpose are: 
(1) near a children’s home (2) in the hospital 
after delivery (the mother leaves unwatched, 
without leaving the correct address), (3) in 
a public place, e g. near a temple, at bus 
stands, railway stations, near public toilets. 
These places seem to be chosen with a clear 
hope of the infant being found and taken 
care of by someone. This seems to be usually 
done at night to escape detection, although 
daytime attempts cannot be ruled out. In 
one case in the sample such an attempt was 
detected, resulting in a police ca.se. 

In more grim cases, attempts arc made to 
kill the tnfant and to literally dump it 
somewhere, presuming it to be dead. Several 
such cases appear in the sample. Aparna 
(whose name was given by the institution') 
was found lying on a .stone heap with the 
umbilical cord uncut, the day after her birth 
(and died within 14 days). Two-day old Ktrti, 
stuffed in a cloth bag. was heard crying in 
the grass (and died of infection after a 
month). Kunda was found lying shivering in 
a muddy stream, with her tiny body covered 
with mark of violence. An extreme case of 
attempted infanticide (not part of the 
present sample) was that of infant Oouri, 
covered with signs of violence, ,who was 


presumed dead and buried, with the spot 
covered with stones, and thorny twigs to 
prevent her being dug up by animals. She 
was in fact dug up, seen by a passer-by, and 
reported to the police Miraculouriy, she sur¬ 
vived the ordeal and is doing very well in the 
institution. 

Paradoxically, just as a stigma attaches to 
the illegitimate mother, it also attaches the 
act of her abandoning the illegitimate child. 
This was most forcefully brought out in a 
police report on an abandoned infant. The 
report began by stating that the infant was 
found abandoned at spot X by a person or 
persons unknown, and then proceeded to 
condemn in harsh terms the 'heartless 
mother’ who had cruelly cast away her own 
flesh and blood, in the manner of an eye¬ 
witness account. 

The .sample includes 72 older abandoned 
chidren, and among them the proportion of 
illness, handicap or mental retardation is 
fairly high, in the ca.se of healthy children 
it is sometimes difficult to know whether a 
child has been abandoned by design or lost 
by accident. Only in three cases was a lost 
child claimed by the family within a couple 
of days. In some cases the institution con¬ 
cerned put in an advertisement in a promi¬ 
nent newspaper;,however, only one case of 
success was reported in-terms of contact 
from parents. 

Accounts given by the abandoned children 
show that the usual pattern is to leave a child 
in crowded public places where it is easy to 
‘lose’ it, and where it will invariably be found 
and taken care of by the police, c g, on 
railway platforms, bus stations, outside 
movie theatres. Many of these children have 
described how a parent or relative left them 
at a certain .spot promising to return soon, 
and never showed up at all. 

The temporarily institutionalised children 
come from broken families, but have at least 
one parent or some relatives who would 
house them after their final release from the 
institution. 

Table 4 shows the status of the parents of 
38S children (72 bc^s and 313 girls) for 
whom background data are available. One 
of the chief causes of institutionalisation is 
the death of a parent, as seen in a total of 
220 cases: in 45 of these cases both parents 
were dead, in 90 cases only the father, and 
in 85 ca.ses only the mother. Desertion by 
a parent deals an equally severe blow to the 
family, resulting in a break-up, as in 109 
cases. It is usually the father who deserts the 
family (89 ca.scs), but sometimes the mother 
(15 cases), and only rarely do both the 
parents abscond (5 cases). The absence of 


a parent leads to a drastic, reduction in the 
family income and manpower, so that the 
remaining parent (if the mother) cannot sup¬ 
port self and children, or (if the father) pro¬ 
vide supervision. Extreme poverty, that is 
both patents together being unable to sup¬ 
port the children is relatively rare (18 case.s); 
the inability stems mainly from being a 
single parent, usually a single mother 
(174 cases), and sometimes a single father 
(52 cases). 

As seen from lable 4, these three chief 
causes of institutionalisation overlap con¬ 
siderably, and occur in combination rather 
than sin^y. The two lai^est categories are 
the inability of the single mother to support 
and supervise the children (especially girls) 
because the father is either dead (72 cases) 
or missing (57 cases). The most common 
pattern is that the father dies or disappears 
(alone or with another woman), or that the 
father drinks and beats the mother and 
children, thus driving them away. She then 
tries to support herself and the children 
through unskilled labour or domestic work 
which is all that she is qualified for. Since 
the earnings arc meagre and the hours of 
work long, she tries to admit the children, 
especially the daughters, to an institution. 

A considerable human tragedy, in terms 
of material and emotional hardships, lies 
behind these figures. Poverty, death,'and un¬ 
willingness to provide a supportive kinship 
structure inevitably lead to dismemberment 
of families. Vasanti is a typical case: both 
her parents were dead and her only brother 
was missing, leaving her alone with two 
sisters (ages ranging trom thirteen to ten). 
Hei paternal uncle was not willing to accept 
the responsibility, and had them admitted. 
At first they were sent to different institu¬ 
tions, but later united (at least temporarily). 
Sarala was admitted by her older brother 
because their mother was dead, the father 
was old and paralysed, and the paternal aunt 
with whom they stayed made Sarala do all 
the domestic work and also beat her, refus¬ 
ing to let her attend school. Since the brother 
had to give up his education and seek 
employment (in order to pay the aunt for 
their keep), he wanted at lea.st the sister to 
have a better life and a good education. 
Bharati lost both her parents in childhood; 
a few years later the maternal uncle who had 
sheltered her died in an accident, and his 
distracted wife committed suicide. Bharati 
then started working as a resident domestic 
help but was induced by her old maternal 
grandmother (who herself lived with a 
widowed daughter and her two children, 
four others having been institutionalised) to 


Tabi b 4: Status oi Parents ok Dbsi truir Chii oren 


Status of Mother 

Dead 

Missing 

Status of rather 
Unable m Ifl/Jailed 
Support, etc 

Un’fiT, etc 

lotal 

Dead 

45 

20 

40 

7 

18 

130 

Missing 

4 

5 

8 

1 

2 

20 

Unable, etc 

72 

57 

18 

13 

33 

193 

Unfit, etc 

14 

12 

4 

10 

2 

42 

Total 

135 

94 

70 

31 

55 

385 
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to aa institution for admission. 

As part of the/amily background may be 
mentioned the violence, immordity, and 
callousness that these children have been 
exposed ta In 59 of th^ above-mentioned 
385 cases, the father has been a drunkard 
(some h^ng died of drink), also un¬ 
employed. generally irresponsible, and has 
been beating the wife and children. In IS ad¬ 
ditional cases the father has kept another 
woman (sometimes in the same house) and 
neglected the family. In three more cases the 
children received ill treatment from the step¬ 
mother. In another seven cases the father has 
been unemployed and/or did not support the 
family. In five cases the father has been in 
jail for murdering the mother, in one other 
case he murdered the mother and abscond¬ 
ed, and in four other cases he served jail 
terms for other crimes. 

Whereas the father’s violence is usually 
directed against the farrtily, the mother's 
violence is usually directed against herself. 
In four cases the mother burnt herself to 
death because of quarrels in the family 
(mostly with the father), and in three othei 
cases the mother died of burns where suicide 
was suspected. There are other cases of 
violence and immorality concerning the 
mother. In one case the mother was charged 
with infanticide. Three mothers were pro¬ 
stitutes, and two more had been kidnapped 
and forced into prostitution but were later 
rescued, in five cases the mother’s character 
was .said to be dubious. 

In most cases the children are considered 
the sole responsibility of the mother. This 
becomes clear in cases where the father sur¬ 
vives the mother and is tinancially able to 
maintain the chidren Usually, as soon as 
possible after the mother’s death, the father 
enters the children into an institutuin. The 
application for the occasion has a standard 
formula to the effect that the wife died 
recently (a period of between 15 days and 
three months is most commonly mentioned) 
leaving ‘her children’ behind, and that he is 
unable to look after them since his work in¬ 
volves constant travelling. When the mother 
IS a single parent, she usually tries hard to 
make the ends meet bcfoic institutionalis¬ 
ing the children. 

The responsibility tor children is not mere¬ 
ly a matter of financial support. Other fac¬ 
tors arc better discipline, or more important¬ 
ly, supervision of daughters left alone at 
home when both parents are at work, which 
proves to be a source of acute anxiety. Cases 
of girls in moral danger from relatives or 
outsiders are frequent. An extreme example 
in the sample is the case of a four year old 
girl who was usually left at home with a 
young sibling while the parents worked in 
the fields the whole day. The girl was raped 
by relatives who lived in the neighbourhood, 
and had to be committed to an institution 
for her own protection. 

Child marriage and similar customs have 
also come to light in this study. Sunita, for 
example, was married at the age of six and 
later deserted. Sulochana was married to a 


god in her childhood; she was later brought 
to Pune by a neighbouring woman on the 
promise of a job but abandoned at the 
railway station and found by the police who 
brought her to an institution. Tbe case of 
seven-year old Jaya is more dramatic Her 
ftther was an agricultural labourer who 
threw out the mother in a drunken fit, so 
that she started living with another man. The 
father then sold Jaya to a dancing woman 
(specialising in nird fofle entertaiiunent or 
‘tamasha’) for Rs 1,(X)0, of which half the 
sum was paid on the spot—the girl herself 
witnessing the transaction. The dancer 
travelled around to give performances on in¬ 
vitation, and had flve children of her own. 
Jaya was made to cook, but given only one 
meal a day. She was often beaten up, and 
once her cheek was singed with a hot iron 
as punishment. Finally Jaya ran away and 
was found wandering the police After her 
commitment to the institution the dancer 
came looking for her and was to be arrested, 
but seems to have got away. Strict instruc¬ 
tions were subsequently issued not to let 
anyone see Jaya 

DEsrnuiL Children and their 
Present 

Most children’s institutions are organised 
along similar lines, and their physical set-up 
also tends to be similar. The institutions 
in question arc housed in large buildings 
or building complexes, securely walled. 
Children of the same age group are accom¬ 
modated in a single large hall. The standard 


of flving is ftugal, and the children’s private 
possessions few. Sleeping arrangements in¬ 
clude carpets, bedsheets, and sometimes 
pillows. Uniform sets of clothes ae usually 
provided for all children. The daily routine 
is ftxed, and medical care is provided by 
full—or part-time medical suff. Some in¬ 
stitutions run their own schools, others send 
their children to nearby schools. 

The child-caretaker ratio varies from one 
institution to another. One of the selected 
institutions which had a sanctioned strength 
of 365 (though not necessarily that exact 
pumber of children) during the year 1983-84 
had a staff of 44 which included of offtce 
staff of nine. The age group 0 to 6 years 
(sanctioned strength 125) had one doctor, 
one matron, five nurses and nine ayahs; the 
age group 5 to 10 years (sanctioned strength 
150) had 13 caretakers; and the older age 
group of over 10 years (90) had two super¬ 
visors. There was also kitchen staff, a watch¬ 
man, etc. 

As Ihble 5 shows, early institutionalisa¬ 
tion seems common. Of the 826 sample 
children, over half were institutionalised 
before the age of three, and 89 per cent 
before the age of ten. Of these children 583 
were still in the institutions on March 31, 
1984, the rest having left, through release to 
the guardian, transfer, adoption, or death. 
The last two apply mostly to infants who 
predominate the sample, which is why a 
large number of children are seen to spend 
less than a year in the institution. However, 
information regarding the period of institu¬ 
tionalisation is incomplete, mainly because 


T'abi I- A<iF and PrsioD or Institutionai isat ion or Sanu'I e Chii dren 


Years 

Age at First rnstilulionaliation* 
Number Cumulative^ 

Percentage 

Age on 

March 31, 1984 

Period of Insti¬ 
tutionalisation** 

0 

339 

41 

56 

277 

1 

43 

46 

11 

13 

2 

45 

52 

14 

4 

3 

SI 

58 

19 

5 

4 

47 

64 

20 

4 

5 

49 

69 

28 

4 

6 

42 

75 

22 

2 

7 

33 

79 

36 

6 

8 

30 

82 

40 

12 

9 

34 

86 

38 

15 

10 

24 

89 

39 

28 

II 

28 

93 

38 

32 

12 

19 

95 

34 

36 

13 

9 

96 

38 

35 

14 

9 

97 

48 

33 

15 

6 

98 

26 

47 

16 

4 

98 

31 

38 

17 

4 

99 

19 

38 

18 

0 

99 

6 

58 

19 

0 

99 

1 

11 

20 

0 

99 

6 

19 

nd 

10 

100 

13 

109 

Total 

826 


583 « 

826 


Noley. * This does not necessarily mean admis.sion to the same institution where the child was 
sampled in 1983-84. 

** This is calculated on the basis of first entrance into an institution and the final date 
of release on the court order. 

r To these are to be added 243 “disposals” which include 138 adoptions, 23 releases, 
77 deaths, and 5 transfers, which together make up a total of 826. 
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of the privately admitted (i c; not court com¬ 
mitted) children who do not have a predeter¬ 
mined period of stay in the institution, and 
cases of remand until further notice where 
no fixed period is mentioned. 

As far as referrals are concerned, of the 
826 cases in the sample, 113 cases were 
brought by the police (most of them aban¬ 
doned children); 573 cases brought by 
parent/s (this group includes illegitimate 
children brought to, or delivered in, the in¬ 
stitution, by the mother who then signed 
over the guardianship rights to the institu¬ 
tion); 64 cases brought by relatives; 11 cases 
brought by neighbours, 4 by family friends; 
3 by hospital-s; 2 by strangers; while no data 
arc available about the remaining S3 cases. 
In addition there was the rather touching 
case, difficult to classify, of a village baby 
orphaned by the death of the mother shortly 
after childbirth .(the father having absconded 
earlier), so that the residents of the village 
took up a collection and deputed some 
among themselves to escort the baby to an 
institution. 

The religious composition of the sample 
children shows a preponderence of Hindus 
(83 per cent), with 4 per cent Muslims, 3 per 
cent Christians, 2 per cent other religions, 
and 8 per cent unknown. In the ca.se of il¬ 
legitimate children the religion is that of the 
mother, if known. As far as the mother- 
tongue is concerned, Marathi is known or 


Taw e 6A: Rfi ioion and Castf or Sampif 
Chii.dren 


Religion 

Number 

Hindu (no caste details) 

430 

Brahmin 

32 

Maratha 

105 

Scheduled castes 

22 

Other castes* 

121 

Total Hindu 

688 

Muslim 

32 

Christian 

23 

Buddhist 

9 

.lain 

4 

Sikh 

1 

Other 

2 

Not known 

65 

Total 

826 

Note: * Dctail.s of castes given in the text. 

T'ABtl' 6B: MorHPR Tonoi'E 
Chu urln 

or Sami'i r 

Language 

Number 

Marathi 

790* 

Hindi 

II 

Cujarati 

9 

Ihmil 

■4 

lelugu 

4 

Marwadi 

3 

Kannada 

2 

Sindhi 

2 

Kachchi 

1 

Total 

826 


Note • Known or inferred to be Marathi- 
speaking. 


presumed to be the native language of an 
overwhelming majority (96 per cent) of the 
children (or their patents, in the case of 
infants). This is quite probable, because ail 
communities settled in Maharashtra, ir¬ 
respective of rdigion or original linguistic 
region, tend to adopt Marathi as their 
mother-tongue over the generations. 

The survival of institutionalisea infants 
is related to several factors such as health 
status at birth (about which information is 
uneven), age at and manner of 'institu¬ 
tionalisation, eruption of epidemics, etc 

Ikble 7A comprises illegitimate infants 
below one year of age located in the sample 
(but not necessarily of that age during the 
year 1983-84). Of this group of 306 infants, 
248 were institutionalised within IS days of 
their birth, and 58 between the ages of IS 
days and 6 months. In the first group, the 
chances of survival after one year was 79 per 
cent (178 out of 224) for the babies handed 
over presonally by the mother or guardian. 
For abandoned babies, the chance was very 
slim (1 out of 23). In the mond group, i e, 
older infants, the chances of survival increas¬ 
ed considerably; 87 per cent for babies 
handed over personally, and SO per cent for 
abandoned babies. 

Table 7B differs from Ihble 7A in that the 
former deals with only those sample infants 
who were born during the year April 1983— 
March 1984. Of this group, the infants who 
were institutionalised within IS days of birth 
(151 cases) show a survival rate of 76 per 
cent, those handed over after 15 days 
(12 cases) have a 50 per cent chance of 
survival. The abandon^ infants (22 cases) 
have all perished, irrespective of age at 
instit utionalisation. 

The death rate for institutionalised infants 
are predictably higher than those for infants 
in the general population. In 1981 the infant 
mortality rate for Maharashtra (the number 
of infants dying under one year of age per 
1,000 live births in a year) was 90 in rural 
areas and 49 in urban areas, the combined 
rate being 79 (or 7.9 per cent), as cited above. 
In 1976 the rale was as follows: for males 
84 (94 in rural areas'and 61 in urban areas); 
for females 81 (89 in rural areas and 62 in 
urban areas). The combined rate for both 
sexes was 91 in rural areas and 61 in urban 
areas, the total rate being 83 (or 8.3 per cent) 
[UNICEF, 1981:82]. It is difficult to com¬ 
pute the death rate for institutionalised 
infants from the available data, but an 
estimate was attempted on the basis of 185 
infants born during the year 1983-84 
(Dible 7b). In this group, the death rate for 
males was 34.4 per cent (32 out of 93), and 
for females 34.8 per cent (32 out of 92), the 
total rate being 34.6 per cent (64 out of 185). 

The causes of infant mortality are also 
somewhat different in the general popula¬ 
tion and the institutionalised population. 
Nationwide, in the 1970s, the major cau.ses 
of infant mortality in rural areas were 
tetanus (IS per cent), prematurity (8 per 
cent), and pneumonia (5 per cent). In urban 
areas the major causes of infant death were 


prematurity (11 per cent), followed by 
tetanus (7 per cent), and dysentery (5 per 
cent) [UNICEF, 1981; 82-83], In 1981 the 
chief causes of infant mortality in rural 
India were pre-maturity (24 per cent), 
disorders of Ae respiratory system (15 per 
cent), respiratory infections of the newborn 
(10.3 per cent), and malnutrition (7.8 per 
cent) [computed from Year Book 1985-86: 
102 ], 

In the sample of 306 infants (Tkble 7a) the 
causes of mortality (79 deaths), as reported 
in the journals, are as follows: 

— pranaturity (7 cases), prematurity with 
septicaemia (9 cases), prematurity in 
combination with other causes such as 
marasmus and pneumonia (3 cases); 

— septicaemia (12 cases), septicaemia and 
marasmus (10 cases), septicaemia and 
gastroenteritis (9 cases), septicaemia 
and other causes such as jaundice and 
diarrhoea (3 cases); 

— marasmus combined with other causes 
such as pneumonia (3 cases); 

— bronchopneumonia (9 cases); aspira¬ 
tion pneumonia (7 cases); 

— encephalitis (4 cases); 

— hepatitis (1 case); 

— and the cause could not be determin¬ 
ed in the remaining two cases. 

Prematurity is medically deflned in terms 
of both a short gestation period (less than 
37 weeks) and low birth weight (2,500 gms 
or less): it is the main contributory factor 
in infant mortality and morbidity, and also 
leads to physical and mental handicap 
[DutU, 1985: 468; Park and Park, 1985; 
430]. Marasmus, a form of protein deficien¬ 
cy, also leads to infant mortality, morbidity, 
and impairment of physical and possibly of 
mental growth [Park and Park, 1985:78-79]. 
Given this low health status, the infants con¬ 
cerned are prone to infections, the most 
common of which are respiratory tract 
infections, gastro-intestinal infections and 
infestations, and skin infections. Septicaemia 
is a condition of blood poisoning associated 
with the persistent presence of infective 
organisms. 

In addition to these medical piublems, 
there are also several background factors 
contributing to infant mortality including 
biological factors such as the age of the 
mother (under 20 or over 30 years); econo¬ 
mic factors related to poveny and unhiegenic 
conditions; cultural and social factors such 
as lack of breast-feeding which is a life¬ 
saving measure, neglect of babies in broken 
families and of illegitimate babies, bad en¬ 
vironmental sanitation, etc [Park and Park, 
1985: 443]. lb this may be added the fact 
that institutional care is unlikely to be a 
satisfactory substitute for maternal care. 

Thus the high mortality rate for institu¬ 
tionalised infants has many reasons; in case 
of illicit pregnancies, the mother’s poor 
nutrition as well as ruack methods of 
abortion affect the foetus; in case of aban¬ 
doned infants the chances of survival are 
patently few; additional factors ate maternal 
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dqirivitioii in infimcy, niidthe vulnonbility 
of any collection of inflintt to epidemics. 

Each institution divides chUdren into sec¬ 
tions, and the daily routine of each section 
is fixi^. For schoolgoihg childrai, the day 
starts with the morning prayei> is followed 
by breakfast and bath, then school with a 
lunch break in between, afternoon tea, 
homework in the evening, followed by dinner 
and the night prayer, lb break the monotony 
there are tlw occasional institutional events, 
festivals and feasts, outings, and a few visit 
to the movies. 

The children also contribute to the 
household chores, each age group being 
given household tasks suited to its capacity. 
Older girls help with cooking, cleaning, and 
care of younger children. In addition to 
formal education, the institutional training 
of girls is geared to home making—cooking, 
cleaning, supplemented by tailoring and em¬ 
broidery classes. Other vocational training 
is also provided with a view to future gainful 
employment. 

The supervision of girls tends to be strict, 
and all their movements are generally 
checked and restricted. They arc not allowed 
to go out alone except to school. Permission 
to go out in the evenings is not readily 
granted, and playing truant from school or 
college punished. 

Although the institutions try to reproduce 
the home environment, the impersonal in¬ 
stitutional atmosphere usually pervades. 
There is a general lack of affection and per¬ 
sonal attention, lack of privacy, and a 
sharing of space and of things to a degree 
certainly greater than that prevalent even in 
lower middle class families. 

Avenues of contact with the family are 
correspondence, visits on visitoir.’ days, and 


holiday vUiu to the fiunily (return from 
which is sometimes ddayed, thus causing 
possible emotional conflk^ and adjustment 
difficulties). It! the case of 314 illegitimate 
children (whose guardianship rights have 
been signed away to the institution concern¬ 
ed) and 72 abandoned and lost childreri, 
i e^ for a total of 386 children there is 
absolutdy no contact with their families. 
The remuning 440 children have at least a 
possibility of family contact, in terms of 
letters from and visits Iv family members 
(of varying frequency), occasional home 
visits, and spending the ^nual leave* with 
the family. Information on this point is too 
scanty to draw any conclusions, but the 
range extends from ‘no contact* to ‘a lot of 
contact*. Contact with siblings in other in¬ 
stitutions is sometimes maintained through 
letters. 

Of the total 826 children in the sample, 
4S have had one or more sibling in another 
institution (even briefly); 183 have had one 
or more sibling in the>same institution. In 
the latter case the'nature of the sibling 
relationship has varied considerably, from 
mutual affection, care; and protection on the 
one hand, to quarrels and indifference, or 
even animosity on the other. In one extreme 
case of two hostile sisters, one insisted that 
the other be transferred to another institu¬ 
tion. At the same time, the need for siblings 
is sometimes strong among single children. 
There is the case of two girls who consider 
themselves to be .sisters because they were 
born at the same reception centre at about 
the same time, and were later transferred 
together to another institution. 

The data on transfers shows that 73 cases 
were transferred once, S cases twice, and 3 
cases three times. 


The general intelligence level of the total 
sample children (including the smaller 
children) was average; only 11 were described 
as dull, and 20 were mentally retarded. Of 
the younger children, six were very slow 
developers and could not waik/talk at the 
age of three; some of them were not even 
toilet trained at that age. 

The data on school performance are in¬ 
sufficient. The sample includes 400 childrai 
who had completed at least seven years of 
age on 31.3.1984 (i e, who had completed at 
least six years in April 1983 and who should 
therefore have been in school during the year 
under review). About 130 of these there is 
no scholastic record at all in the case of 
journals. Only 19 were described as good in 
studies (i e, had obtained a high rank in the 
class), 128 were average, 71 were nther not 
interested or not adequate in studies, and 32 
bad failed the atmual examination at least 
once. 

A perspective on the effects' of institu¬ 
tionalisation and parental deprivation on 
mental health is provided by a recent study 
of orphanage children (Somen, 1986]. The 
study is based on 300 orphanage children, 
and a group of ISO non-institutionalised 
children comparable in age and socio¬ 
economic status. The findings show that 
poor mental health is positively associated 
with parental deprivation: completely 
depriv^ children (with both parents absent) 
scored the lowest on mental health status, 
followed by partially deprived children (one 
parent absent), and in turn followed by non- 
deprived children. However, the effects of 
parental deprivation did not coincide with 
the effects of institutionalisation, that is to 
say, no appreciable difference was found in 
the mental health status of institutionalised 
and non-institutionalised children, if both 
groups were equally deprived. Among the 
institutionalised children, the size of the 
institution was significant, since the children 
in small institutions had better mental health 
status (due to a better caretaker-child ratio 
and a family-like atmosphere) than the 
children in large institutions. Further, the 
children institutionalised very early in life 
and those with no family contacts (e g, il¬ 
legitimate children, complete or partial 
orphans, and homeless children) possessed 
poor mental health. As regards behavioural 
problems in institutionalised children, the 
most common ones were aggressive and 
disorderly conduct, stealing, lying, and 
truancy. Difficulties in peer group relation¬ 
ships (lack of friends, difficulty in inter¬ 
acting with peers, bullying and ill-treatment 
by older children) were reported oftenn than 
problems with caretakers. 

Adjustment to institutional life is also a 
major part of the older children's life, 
though again the lack of information 
prevents any generalisatioiis. In lit cases a 
positive evaluation Cwell-adjttsted*, ‘well- 
behaved’, ‘mutes with other children’) was 
given in the case papers. As for problem 
behaviour, the most commonly mentioned 


Table 7A; Survivai Ratf of Sample Infanis 



Age When Institutionalised 



0-tS Days 

15 Days to 6 Months 


Handed Over Abandoned 

Handed Over Abandoned 

Total 

Alive after I year 76+103* 

1+0 

14+28 

3 + 2 

94+133 

(179) 

(1) 

(42) 

(5) 

(227) 

Dead within 6 months 16+25 

10+12 

2+1 

1 + 1 

29+39 

(41) 

(22) 

(3) 

(2) 

(68) 

Dead within 6-12 months 5+0 

0 + 0 

0+3 

2+1 

7+4 

(5) 

(0) 

(3) 

(3) 

(11) 

Ibtal 97+128 

11 + 12 

16+32 

6+4 

130+ 176 

(225) 

(23) 

(48) 

(10) 

(306) 

Note. * The figures show boys + girls, with totals in parenthe.ses. 



Table 7B: Survival Rait of Sample Infants Born Durino aprii 

1983 TO March 1984 


Age When Institutionalised 



0-15 Days 

IS Days to 6 Months 


Handed Over Abandoned Handed Over Abandoned 

Tblal' 

Alive after 1 year 58+57 

0+0 

3+3 

0+0 

61+60 

(115) 

(0) 

(6) 

(0) 

(121) 

Dead within 6 months 19+16 

6+10 

2+3 

2+3 

29+32 

(35) 

(16) 

(5) 

(5) 

(61) 

Dead within 6-12 months I+O 

0+0 

1+0 

1+0 

3+0 

(I) 

(0) 

(1) 

(1) 

(3) 

Ibtal 78+73 

6+10 

6+6 

3+3 

93+92 

(151) 

(16) 

(12) 

(6) 

(185) 
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(16 cases) was tniancy (missing school or 
leaving the institution without permission), 
followed by aggressiveness/quarrelsomeness 
(12 cases, including cases of beating smaller 
children), obstinacy (7 cases), insolence 
(7 cases), solitariness (5 cases), uncommuni¬ 
cativeness (3 cases), touchiness and crying 
a lot (3 cases), arrogant behaviour (2 cases), 
naughtiness (2 cases), and self-destructive 
behaviour (1 case). 

Maladjustment in terms of attempts to 
run away, or of fantasies of ‘home’ is often 
exhibited. Surekha ran away repeatedly to 
visit her mother who lived in a ‘zopadpatti’ 
(squatter settlement) and could not support 
her; Bharaii, in a different institution, 
showed the .same attachment to her mother. 
Balu, a homeless boy. was so attracted by 
the very idea of ‘home* that he repeatedly 
induced his friends in the institution to run 
away with him to their homes. 

The (uiure of institutionalised children 
remains a largely uncharted territory since 
documentation is scarce. The institutions 
seem to keep no record of the inmates after 
they leave, and can provide only a general 
idea of their prospects after release, as given 
below. 

For court-committed children with 
families, a return to the family after the final 
release Irom the institution is the most 
obvious step. For privately admitted cases, 
i e, not couM-eommitted, a similar future is 
available. In both types of ca.ses, an early 
rclea.se (before the age of 20 for a girl) can 
be obtained on tollowing the proper 
procedure. 

Ill the cau' of orphan girls, the institution 
itself acts as a surrogate family and tries to 
arrange marriages. Contact with the institu¬ 
tion continues after marriage through 
regular annual visits to the institution 
(equivalent to the stay with parents) and 
many such girls come to the institution for 
the delivery of their first child, which is 
customarily the respon.sibility of the girl’s 
parents. Most of these marriages arc suc- 
ce.ssful: in the t wo cases of broken marriages 
(due to death or desertion) the girls returned 
to the institution with their children, just as 
they would return to their parents. 

In cases where marriage is not possible 
the institution absorbs the girl in its own 
‘after care' section, if it exists, or send her 
to a governmental after care home This then 
becomes an extension of her institutional 
life Efforts arc also made to provide the girl 
with vocational training and a suitable job. 

Information on the future of institu¬ 
tionalised children is very difncult to get, 
since no statistics ate kept by the institutions 
themselves or by any government agency. 
The only report available is the one publish¬ 
ed by the Indian Council of Social Welfare 
(1973) on the ichabilitation of non-delinquent 
children released on licence or dischaig^ on 
the final date of release from certified 
schools and ‘fit person institutions’ in 
Greater Bombay, Pune city, and Pune 
district during the period 19M to 1965. Of 


the 1162 cases falling in this category only 
43 per cent (SOI cases including 233 males 
and 268 females) were traced and interviewed 
about eight years later, the rest being un- 
traceable for a variety of reasons (and thus 
introducing a definite bias in the results). 

The age composition of the respondents 
showed 12 per cent as below the age of 21, 
56 per cent as between the ages of 21 and 
23, and 34 per cent as 24 years and above. 

As far as residence was concerned, at the 
time of release 410 respondents went home 
to their parents, 6 to their relatives, and 85 
stayed on in the institutions either in order 
to complete their education/training or 
because of problems in/with the family. It 
was observed that usually boys were sent out 
after the final date of release even when they 
had no home to go to, while similarly 
situated girls were allowed to stay on until 
alternative arrangements for their shelter 
and protection were made. At the time of 
the interview a few years later, 19 per cent 
of the respondents were staying with both 
parents, 22 per cent with one parent, 4 per 
cent with a sibling, 4 per cent with relatives, 
35 per cent with the spouse, 1 per cent with 
a neighbour/employer, 9 per cent alone, and 
6 per e'eni in an institution or hostel. 

The employment status of the respondents 
at the time of the interview was as follows; 
employed full time (53 per cent of the boys 
and 26 per cent of the girls), employed part- 
time or seasonally (9 per cent of the boys 
and 4.5 per cent ol the girls), sell-employed 
(18 pci cent of the boys and 1.5 per cent of 
the girls), unemployed (14 per cent of the 
boys and 14 per cent of the girls), not seeking 
employment (6 per cent of the boys and 54 
per cent of the girls). 

The marital status of the respondents at 
this time was as follows: married (20 per cent 
of the boys and 62 per cent of the girls), 
separated/dcserted (I per cent of the boys 
and 4 per cent of the girls), ncvci married 
(79 per cent of the boys and 34 per cent of 
the girls). 

Adoption, both in-country and foreign, 
is available to institutionalised children as 
a desirable form of rehabilitation. In India, 
a general law of adoption applicable to all 
communities docs not exist, although adop¬ 
tion is permitted by statute among Hindus, 
and by custom among a few small communi¬ 
ties. The Hindu Adoptions and Maintenance 
Act, 1956 extends to the whole of India ex¬ 
cept the state of Jammu and Kashmir, and 
applies to Hindus and to persons belonging 
to sects or variations of the Hindu religion 
(e g, Virashaivas, Lingayats, followers of the 
Brahmo. Prarthana, and Arya Samaj). as 
well as to Buddhists, Jains, and Sikhs. Under 
this act a Hindu male (or female) who is of 
sound mind and is not a minor can take a 
son or a daughter in adoption, with the con- 
«ent of the wife (or husband), if living. A 
child can be given in adoption only by its 
father or mother or guardian. Adoption of 
a son (or a daughter) is possible only if the 
adoptive parent docs not have a Hindu son, 


son’s son, or ton's ton’s son (or a Hindu 
daughter or son’s daughter) living. In case 
the adoptive parent and child belong to the 
same sex, an age difference of twenty-one 
years is stipulated. 

In addition, the Adoption Bill of 1980 
seeks to provide a law of adoption applicable 
to all communities other than Muslims, and 
in addition to the Hindu Adoptions and 
Maintenance Act of 1956. [The Adoption Bill 
is cited in Anthony, 1984: 131-154.] The Bill 
seeks to protect the interests of the child and 
to prevent unsuitable adoptions, and adop¬ 
tions with mercenary or immoral objects; it 
makes suitable provisions as to the consent 
of the parents of the child and of the institu¬ 
tions (if any) taking care of the child; it seeks 
to equate the status, rights and obligations 
of an adopted child with those of a child 
born in lawful wedlock; and it provides for 
the making of provisional adoption orders 
permitting foreigners to take children out of 
India for the purpose of adoption. 

Communities not allowed by their religion 
to adopt can avail themselves of the provi¬ 
sions of the Guardians and Wards Act, 1890 
which allow a person to be appointed 
guardian of the person and/or property of 
a minor. District courts are empowered to 
appoint guardians in the interests of the 
welfare of minors. [Important provisions of 
the Guardians and W^ids Act, 1890 arc cited 
in Anthony. 1984; 155-163.) 

Of the 306 illegitimate infants in the 
sample, most of whom were institutionailscd 
with a view to adoption (as shown by the 
declarations signed by the mothers/guar¬ 
dians), a majority were given in fostei caie 
or adoption, mostly to childless couples. 
Details are available for 165 of these; 61 
adoptions (51 boys and 10 girls) by Indian 
parents and 104 (22 boys and 82 girls) by 
foreign parents, mainly from the 
Netherlands, Scandinavia, Switzerland, and 
the US). 

The chief requirement of Indian adoptive 
parents, as is clear from the figures above, 
IS that of a male child, as an heir and as a 
support in old age. Only three Indian 
couples have given the “desire for children” 
as a reason for adoption. Further require¬ 
ments are those of age (24 couples wanted 
a new-born baby. 13 wanted a baby 0 to 3 
months old, IS wanted a baby less than 6 
months old, and the rest could accept a child 
up to a year or older); looks (29 couples 
wanted a fair-skinned baby, 5 desired a 
wheatish complexion, 7 wanted a good- 
looking baby, and one wanted a smart baby); 
health (9 couples specified that the child 
should be healthy); and family background 
(two couples wanted a Hindu baby, and two 
wanted a baby from a good family). Three 
Indian couples wanted a baby which would 
suit their family in appearance, and 12 
couples had no requirements other than that 
of age. 

However, since adoption outside the kin 
group is still not socially acceptable in India, 
many couples try to pass the adopted infant 
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u their bhriogical diild (to theactent of the 
mother feigninc pregnancy), and therefore 
want a baby born within a specified period. 
The baby’s exact date of birth (with a view 
to preparing a horoscope prior to adoption) 
is oftra demanded. 

WhUe IniUan parents are usually looking 
for a male hdr. with good looks and a fair 
skin, ‘wluuf or foreign parents are paradox¬ 
ically far less conscious of skin colour; one 
baby boy rejected by three Indian couples 
on grounds of his dark skin was adopted by 
a foreign family. Foreign couples have no 
special preference related to gender or skin 
colour, but usually want a baby as young as 
possible; and are willing to accept minor 
health problems, although usually, but not 
always, a line is drawn at severe physical 
handicap or mental retardation. The sample 
includes one boy with a congenital heart 
defect, also rejected by Indian families, who 
found a home with foreign parents. 

In most children’s homes which have pro¬ 
visions for giving children in adoption 
(foster care and protection with the ultimate 
object of adoption), preference is given to 
Indian families. If no Indian family accepts 
a child during a period of three months, it 
is offered to a foreign family whose applica¬ 
tion has been submitted by an authorised 
adoption agency of the country concerned. 
Cases in the .sample show that a close and 
lengthy scrutiny of the foreign adoptive 
parents by adoption agencies, child welfare 
agencies, and parish authorities in their own 
countries precedes the legal decision by the 
Bombay High Court and that the contact 
with the mother institution is kept up at least 
for a few years through letters reporting the 
child’s progress, photographs, etc. However, 
no separate records arc kept by the institu¬ 
tions to monitor the progress of children 
adopted by either Indian or foreign families 

There are cases of other forms of rehabili¬ 
tation in the .sample. One is CASP or Com¬ 
munity Aid and Sponsorship Programme 
which aims at ‘de-institutionalisation’; that 
is, when parents and children are both will¬ 
ing, they are united and the children’s educa¬ 
tion is sponsored. This was attempted in one 
case where a widowed mother had admitted 
her two daughters to an institution while she 
finished a nursing course. Later when she 
got a job she wanted to take the daughters 
nome to live with her, and they were also 
willing to join her. CASr sponsorship was 
considered, but 4he case was found un¬ 
suitable because of the single working 
mother. 

There was also a case of paid foster care. 
IWo sisters who had lost their father and 
whose mother worked as a full-time domes¬ 
tic htip, were helped by the Family Service 
Centre in Bombqr. Fbr over two years a 
relative of the girls was paid Rs 73 per month 
per child for foster care which included food, 
shelter, and care. The arrangonent had to 
be distmntinued later as the relative herself 
acquired additional family responsitdlitiea. 
and the girls svere gniw^ up, requiring 
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more supervision. The girls svere then put 
in an institution (and the money available 
for foster care was discontinued as it could 
not be given to the institution). 

A SociouxiicAL Perspective 

On the basis of the data presented so far, 
an attempt is now made to consider certain 
issues from a sociological perspective. 

(1) Socialisation of children forms a 
legitimate part of the sociology of the 
family. However, children socialised outside 
the family have not been properly studied. 
This essay hopes to contribute to such a 
study. 

The care and primary socialisation of 
children is, under ‘normal’ circumstances, 
assigned to the family unit. The basic func¬ 
tions of the nuclear family arc generally 
recognised to be the sexual funaion. the 
reproductive function, the economic func¬ 
tion, and the socialisation function. When 
this combination breaks down, two types of 
destitution and neglect of children arise: 

(1) illegitimacy, when the sexual and 
reproductive functions occur outside the 
marriage and family framework; and 

(2) destitution, when the dcath/desertion in 
the case of one or both parents result in a 
drastic reduction of the economic and 
socialisation functions. 

The data presented above show that the 
first case, i c, illegitimacy, is fairly 
widespread over a range of socio-economic 
and age groups. This violation of sexual 
norms combined with the lack of knowledge 
of contraceptives (which in western countries 
has drastically reduced unwanted pregnan¬ 
cies) has caused untold misery, as shown by 
the attempts to destroy and dispose of il¬ 
legitimate infants. The infants who are 
institutionalised grow up without ever 
knowing the shelter of a family, and in the 
shadow of an uncenain future. 

The second case reveals the vulnerability 
of the nuclear family to disruption (caused 
by the drunkenness, desertion or death of 
the father—which together emerge as the 
single largest cause of destitution among 
legitimate children). The prevalence of the 
nuclear family, or the disintegration of the 
extended family, is in itself a fairly recent 
phenomenon. Traditionally the joint or ex¬ 
tended family system has been a pivot of the 
Indian social structure: The hierarchically 
organised joint household consists of 
parents, all sons, the married sons’ families, 
and unmarried daughters; to these are 
sometimes added widowed or- deserted 
daughters, and other rdatives. The family 
dwells and eats together, enjoys property in 
common, forms a juridical unit, and pro¬ 
vides welfare of its members, taking care of 
the old and the ailing. "The care and 
maintenance of.. .dependants is a moral 
(^ligation, as with aged parents and ypung 
children, and is backed by the force of social 
prestige and the fear of opprobrium’’ 
[Kapadia, 1972: .312], 

It is notewortiv that the extended family 
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which is traditionally supposed to absorb 
disruption and to take over the socialisation 
of orphans, is not able to fulfil this func¬ 
tion in a large number of cases. In many 
cases, it is the relatives themselves who take 
the initiative in committing orphans to in¬ 
stitutions, which may indicate either that the 
functions of the extended family are shrink¬ 
ing, or that the change toward nuclear 
families has progressed far enough to mate 
people want to avoid additional famiiud 
‘bu^ens*. This is not to deny that probably 
a large number of orphans are in fact ab¬ 
sorbed within the extended family, and are 
therefore not institutionalised. One may 
merely conclude that in today’s Maharashtra 
the extended family docs not serve as an un¬ 
failing source of financial and practical 
.support. 

It thus appears that the family institution 
is in a state of flux: it is moving away from 
the stage of the extended and supportive 
family of the past, but the emergent nuclear 
family is not yet buttressed by western-style 
social welfare services such as government 
subsidies to families with children, specigi 
facilities to single parents, establishment of 
day nurseries, ct& 

(2) The problem of destitute children is 
closely connected with the problem of 
women. It is unnecessary here to describe 
in detail the inferior position of women in 
the Indian society. One extreme expression 
of this is the dubious distinction possessed 
by India (together with other countries in 
south Asia) as an exception to the othowise 
universal demographic pattern of female 
preponderance (l^ffenberger: 78] The 
greater proportion of women in the rest of 
the world is explained by the naturally 
greater chance of survival of female infants 
and higher life exprctancy of women. In In¬ 
dia, however, the excess of males over 
females increased steadily from 1901 (1029 
males per 1000 femalu) to 1971 (107S/I00OX 
to fall slightly in 1981 to 1069 m^cs per lOOO 
females. This relatively low proportion of 
women is ascribed to the higher doith rate 
for women from infancy due to discrimina¬ 
tion against women, the tradition of self- 
effacement for women, and the general lack 
of proper nourishment and health services 
[Visaria and Visaria, 1981: 10-13], This 
general discrimination has been termed 
“culturally mandated neglect” by Miller 
[1981] in a study of Indian women, with the 
revealing title The Endangered Sex. 

The present study reveals mjustices against 
women at several levels: (a) Sodai norms ex¬ 
ert far greater pressures on women than on 
men. Differential sexual morality forbids 
premarital and extramarital sex for women, 
but allows or at least condones it for men; 
consequently, the penalty for violating these 
norms is severe for women, especially in the 
event of illicit pregnandes, whUe the men are 
usually able to escape, *(h) Thejevel of 
women’s insecurity and vulnerability to 
assault lequiies constant superviskxi'of girls, 
which leads to a higher proportion of in- 
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nituUoiudiiation among destitute girls than 
among destitute boys, resulting in depriva¬ 
tion of family environment, (c) Education 
of girls is often neglected so that they are 
later unable to support themselves except 
through unskilled labour and domestic ser¬ 
vice which are ill-paid, (d) As far as adop¬ 
tion by Indian couples is concerned, a lower 
priority is given to infant girls, thus reduc¬ 
ing their chances of obtaining a home. 

(3) The problems of destitute children 
seem to arise from the twin problems of in¬ 
justice to women, and poverty. In connec¬ 
tion with the latter, one interesting area for 
further exploration would be whether this 
is a manifestation of the “culture of poverty" 
as described by Oscar Lewis [1970], Eiach 
society has its own culture, that is, a set of 
values, attitudes, behaviour patterns and 
beliefs; but sometimes a section of a society 
may exhibit a separate behaviour pattern and 
way of life, at variance with the rest of 
society, thus giving rise to a ‘subculture*. 
Representing the branch of literature which 
deals with the subcultures of the poor and 
the under-privileged, Lewis describes the 
subculture of poverty as a phenomenon 
distinct from poverty, per se, which 
transcends regional and cultural boundaries, 
and which is passed on from generation to 
generation along family lines. 

On the family level this subculture is 
characterised by a set of values different 
from middle-class values, such as a relatively 
high rate of abandonment of wives and 
children, female- or mother-centred families, 
absence of childhood as a long and protected 
period in the life-cycle. Other related traits 
are “a strong present-time orientation with 
relatively little ability to defer gratification 
and to plan for the future, a sense of resigna¬ 
tion and fatalism, a widespread belief in 
male superiority, and a high tolerance for 
psychological pathology of all sorts” [Lewis, 
1970: 73]. It is important to note that it is 
not the individual traits but their inter¬ 
related clusters which characterise the sub¬ 
culture of poverty. 

lewis holds that the caste society of In¬ 
dia discourages the growth of the culture of 
poverty, because the clan provides a sense 
of belongingness and identity. However, 
then- IS enough' evidence of sudi a subculture 
in the sample There are several cases which 
suggest the existence of a 'social stratum 
where the sanctity of the institutions of mar¬ 
riage and family is not a respected value; and 
the rate i>l desertion of families by fathers 
is fairly high; furthermore, desertion by 
mothers also occurs. On the whole, absent 
fathers and the resultant female-headed 
households are numerous, with some 
children in institutions and sonre at home, 
fur these children, childhood is not a 
shelter^ period but involves exposure to 
harsh titles of life, and to physical and 
mental oruelty. Living for the present, the 
need for instant gratification and absmee 
of long-term phuuiing are also evident. 

(4) Finally, the effects of institu- 


tionalindion on chUdien anrear to be two¬ 
fold. One dear effect of insdtutkwaliaation, 
or rather of matrenal deprivation, it teen in 
the case of infants, and n»y be presumed 
to be the cause of slow development, retar¬ 
dation, and even high mortalky rata 

Another effect is the typical institutional’ 
behaviour pattern caused by a prolonged 
stay in any ‘total’ institution as described by 
Coffman [1961], which leaves its mark on 
the 'inmatrf. Coffman defines the total in¬ 
stitution as “a place of residence and work 
where a large number of like-situated in¬ 
dividuals, cut off from the wider society for 
an appreciable period of time, together lead 
an enclosed, formally administered round of 
lift^’ [Coffman, 1961: xiii]. 

There are five rough groupings of total in¬ 
stitutions [Coffman, 1961: 4-S]: 

(1) those designed ter cate for persoiis who 
are ittcapable and harmless, e g, homes for 
the blind, the orphaned; 

(2) those designed to care for persons who 
are incapable of looking after them$elve.s. 
but pose an unintended threat to the com¬ 
munity. e g. mental hospitals; 

(3) those designed to protect the com¬ 
munity against dangerous elements, e g, jails; 

(4) those designed for specific types of in¬ 
struction or task, e g, boarding schools, 
army barracks; 

(5) those designed as religious training 
centres and retreats from the community, 
e g, convents, cloisters. 

The unique features of institutionalisa¬ 
tion, such as the confinement of the three 
major spheres of life (sleep, work, and play) 
to a single location ; collective regimenta¬ 
tion; a tightly scheduled life; and a ba.sic split 
between a large managed group (‘inmates') 
and a small supervisory staff, produce 
specific behaviour patterns described as 
‘mortification of the self, ‘stripping off of 
the personality’, and manipulating the 
system in various ways. 

It is tempting to analyse the behaviour of 
the sample children in these terms, with the 
help of the sketchy details available. The case 
journals do provide examples of children 
manipulating the system, as for example by 
getting the younger children to do their allot¬ 
ted chores in return for food stolen from the 
kitchen. However, parallels are limited 
because most of Coffman’s examples are 
drawn from prisons, mental hospitals, 
military barracks, and convents, that is. from 
places where adults are secluded from the 
outside world under an authoritarian set-up. 
In the case of orphanages the situation is 
.palpably different, since even within the 
family the children are usually subjected to 
an authoritarian atmosphere. It, therefore, 
becomes difficult to gauge whether the pro¬ 
blem behaviour exhibited by the children 
(r^lUousness, insolence, aggressiveness, 
quarrelling, and fights) is the result of in¬ 
stitutional environment or the general pro¬ 
cess of growing up. 


Notes 

1 The author wishes to thank the managing 
committees of Shraddhananda Mahitashiam. 
Bombay; Kusumbai Motichand Mahila 
Sevagram, Pune; and W B Nowrungay 
Balakashiam, ftiidharpui; for their hdp and 
co-operation in making available their care 
journals for study. At their request, care has 
been taken to camouflage the identity of the 
inmates in order to protect thdr interests. 

2 As Bfole 3 shows, only 383 of tlw 826 sample 
children were stiU in the selected institutions 
on Mareh 31, 1984. Out of these; 148 were 
below the age of six. leaving 433 children (53 
per cent of the sample) as potential intRview 
subjects (some of whom were undoubtedly 
inaccessible at the time of data coUeciion due 
to transfer, release, etc). 

3 The p1ace.s of origin of the children (where 
they were born or found, or where4hey were 
brought before the juvenile court) cover most 
districts of Konkan division (Greater Bom¬ 
bay, Thane, Ratnagiri, Sindhudutg); most 
districts of Nashik division (Nashik, Jalgaon, 
Ahmadnagar); all districts of Pune division 
(Pune, Satara, Sangli, Kolhapur, Solapur); 
most districts of Aurangabad division 
(Aurangabad, Beed, Osmaiubad, Nanded); 
some districts of Amaravati division 
(Amaravati, A kola, Buldana); and one 
district of Nagpur division (Nagpur). In 
addition, there ate isolated cases, from two 
districts of Karnataka (Belgaum, Bijapur); 
from two districts of Gujarat (Ahmedabad, 
•Nadiad); and one from llunil Nadu (born in 
Madras and institutionalised in Bombay by 
a migrant relative). 

4 Predictably the figures have shown a steady 
increase In 1967-68 over 10,000 children ap¬ 
peared before the juvenile courts in the state 
of Maharashtra. It was then estimated that 
at any given time there were more than 7,000 
committed children in all certified institu¬ 
tions in the state including 2,000 in govern¬ 
mental and the rest in private institutions 
[ICSW, 1973: 2-3]. These figures refer only 
to court-committ^ cases, and do not include 
privately admitted cases. 

5 Illegitimate and other unnamed children are 
named by the institutions which also provide 
a plausible father's name and surname in 
each case; so that these children are not con¬ 
spicuously different from others in any way. 
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Liberalisation, Market Concentration and 

Prospects for Growth 

A Study of the TVS Group of Companies 

Pidmini Stvaminathan 

This paper seeks to establish the following propositions, based on . a study of the TVS business group — (I) 
Continuous and systematic import of technology has enabled the group to dominate the market for automotive 
ancillaries and components. (2) Vertical integration has helped to further perpetuate this dominance (3) Liberalisa¬ 
tion of licensing policy has enabled the group to expand its hold over the market. (4) Liberal imports of technology 
have substituted for local R and D. (5) While liberal imports of technology may seemingly usher in a competitive 
climate, the long-term implications for the domestic industrial structure may turn out to be far worse. 


THF (ibjcctivc of the present ftovernment 
has been to reinforce the operation of the 
market mechanism in the hope this will 
rejuvenate the economy. A number of 
liberalisation measures have been adopted 
on the assumption that .self-regulating 
markets can be relied upon to restore the 
Indian economy to a healthy international 
status. 

Much has been made of the deleterious 
effect of the absence of foreign competition 
and the indiscriminate and indefinite nature 
ol the protection granted to Indian indu.slry. 
That a high order of protection (from both 
domestic and foreign competition) offered 
to industry has had the effect of raising costs 
across the industrial sector is almost treated 
as an axiom. In What manner liberalisation 
policies in general and of technology import 
in particular will raise the technological 
dynamism of t he economy or accelerate the 
growth rate in productivity and output of 
Indian indastiy is yet to be documented 
though past decades of industrial growth do 
certainly provide a clue. 

Ihking the business group of 1 V biin- 
daram Iyengar and Sons Limited (TVS) we 
hope to establish thai- 

(a) Access to foreign technology tor most 
of the inanufuctiiring units in the group 
at the inception of production itself— 
has enabled the group to dominate the 
market lot automotive ancillaries and 
components 

(b| Vertical integration in the production of 
automotive components over the years 
has helped to |)et(teluate this dominance 

(c) I ibcralisation policies of the government 
have facilitated automatic growth in 
capacity and enabled the group com¬ 
panies to .seek Te-endorsement ol 
enhanced capacities' thus expanding 
their hold i^er the market. 

(d) I iberal approvals granted by the govern¬ 
ment for renewal of toreign technical/ 
financial collaboration and equity par¬ 
ticipation have not only led to continued 
payments in terms of royalty, technical 
know-how fees, etc, but have also 
thwarted any attempt at establishing 
domestic R and D in a big way consider¬ 
ing the resources at the disposal of the 
group as a whole, their vast experience 
in the automotive ancillary and compo¬ 


nent field and their long association with 
leading foreign manufactures in the 
automotive industry. 

(e) With a strong domestic base to absorb, 
assimilate and adapt technology, while 
liberalisation of technology perse may 
seemingly appear to usher in a com¬ 
petitive climate, its long-term implica¬ 
tions for the domestic industrial struc¬ 
ture in particular and of the economy 
in general may turn out to be far worse. 

OkciA.nisauonai .SM-t.'i> oi rut tvs 
Group' 

T V Sundaram Iyengar and Sons is the 
parent company of the TVS group. It was 
incorporated as a private limited company 
in 1929. The shares of T V Sundaram 
Iyengar and Sons Ltd are held by four 
families represented by the foui sons of 
T V Sundaram Iyengar. Even though the 
company document filed with the Registrar 
of Companies classifies the holding of shares 
among three components, namely, bodies 
corporate, directors and their relatives, and 
other top .to shareholders, a study of each 
of the component reveals that the bodies 
corporate arc nothing but small private 
limited companies promoted by one or other 
of the foiii families with shares held by the 
family members themselves. The four 
families between them hold cent per cent of 
the shares. 

Up to 1973 only male lineal descendants 
(meaning male descendants in the male line 
only) could hold shares and be members of 
the company. After 1973, the woid ‘male’ 
was deleted and the clause read as “only 
lineal descendants ol T V Sundaram Iyengar 
.shall be members". In 1979 this clause was 
also deleted the reason being “so as to 
remove the restrivtion and conform to the 
requirements ol a public company". 

.A special resolution (No 3) passed on 
October 27, 1979 contained clauses (to be 
included as new provisions in the articles of 
association of the company, namely, T V 
Sundaram Iyengar and Sons Ltd,) defining 
a ‘family’ and laying down conditions under 
which decisions could be undertaken in a 
board meeting. According to this resolution 
the ‘family’ strictly comprises the four sons 
of T V Sundaram Iyengar, their spouses, 


lineal descendants and the spouses of such 
descendants. Hosvevcr, we also refer to the 
‘TVS extended family’ in our study to make 
allowance for other members and close 
relatives not covered by the ‘family’ defini¬ 
tion. Thus, for example, the daughters of 
T V Sundaram Iyengar and their spouses 
and children have been included by us in the 
‘TVS extended family’ definition. 

T V Sundaram Iyengar and Sons Ltd, the 
parent company has two divisions, namely. 
Sundaram Motors division and Madras 
Auto Service division, and four subsidiaries, 
namely. Southern Roadways Ltd, Sundaram 
Industries Ltd, Sundaram I-astenerf I Id and 
Sundaram Textiles Ltd. Almost all the other 
companies in the group, specifically the 
existing public limited companies have been 
promoted by the parent company. 

We have undertaken a study of the share 
ownership pattern of the TVS group of com¬ 
panies which for convenience of analysis 
have been classified as follows;- 

(a) 18 public limited companies registered 
under the MRTP Act, 1969, as intercon¬ 
nected undertakings: 

(b) 2 public limited companies not registered 
under the MRTP Act, 1969; 

(c) Over 40 private limited companies. 

There is considerable investment by TVS 
companies in their own group companies, 
specially in the case of the public limited 
companie.s. Apart from such intercorporate 
investment, there are holdings by ‘family’ 
members ‘extended family’ members, foreign 
collaborators, etc. For the 18 public limited 
companies. Table I gives details of the share 
holding pattern under the following head.s, 
namely, holdings by. 

(1) TVS group companies 

(2) TVS ‘family’ 

(3) TVS ‘extended family’ 

(4) foreign collaborators 

(5) financial institutions 

(6) ‘others’. 

While categories (I) to (S) are fairly clear, 
a few observatioas about the ‘others' holding 
shares need to be recorded. 

(i) In the first place it needs to be clarified 
that ‘others’ includes corporate bodies 
(other than those belonging to the TVS 
group) and individuals not included 
under the category of ‘TVS family’ or 
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'TVS extended family* but not neces¬ 
sarily unrelated. 

(ii) In quite a few companies the same 
members (both corporate bodies and 
individuals) figure under the ‘others' 
category (as evidenced from their 
names and addresses).' 

(iii) If the ‘extended family’ concept is ex¬ 
tended further, then quite a few of the 
individuals included under the ‘others’ 
category arc related in one way or the 
other to one or the other of the TVS 
extended family members. 

(iv) Quite a few of the ‘others’ are employees 
of the TVS group of companies. 

What emerges from an analysis of the 
share ownership pattern of the IR public 
limited companies is the following; 

(i) The shares of the parent company, 
namely, T V Sundaram Iyengar and 
Sons l4d, are held by the families of the 
four sons of T V Sundaram Iyengar. 

(ii) T V Sundaram Iyengar and Sons Ltd, 
holds .slightly over SO per cent of the 
shares in each of its subsidiaries while 
a substantial part of the rest is held by 
the direct lineal descendants of 
T V Sundaram Iyengar, comprising the 
‘TVS family*. 

(iii) 1' V Sundaram Iyengar and Sons Ltd 
along with two of its subsidiaries, 
namely, Sundaram lndu.strie.s Ltd, and 
Southern Roadways Ltd, holds con¬ 
siderable proportion of the .share capital 
of the rest of the group companies, ex¬ 
ceptions being Sundharams Ltd and 
Sundaram finance Ltd. 

(iv) Then; is considerable foreign equity par¬ 
ticipation by foreign collaborators in 7 
of the 18 companies. In each case, the 
petcentage oi equity shares held by the 
foreign collaborators is 30 pci cent and 
above with a majority holding ot 5i per 
cent in Lucas-TVS Ltd. 

(v) Apart from its holdings in the parent 
company, the shaic holding by ‘TVS 
family' is significantly evident in 5 of 
the 18 companies and by the ‘extended 
family’ in 2 of the I8 companies; more 
important whatever has been disbursed 
to the ubiquitous ‘public' (that is; 
‘others’) also reveals a pattern, in as 
much as the same 'public' figures in 
quite a few companies. 

(vi) Intercorporate investment in the sense 
of TVS companies investing in com¬ 
panies other than their own group com¬ 
panies is very rare and nominal. Fur¬ 
ther, the holdings by financial institu¬ 
tions is also comparatively nominal and 
confined to S of the I8 companies. 

Thus with the exception of Sundaram 
Finance Ltd and Lucas-TVS Ltd (where the 
majority is held by the foingn collaborators) 
in ^most all other cases the holdings by TVS 
group companies and TVS family is con- 
sidendtie making the business group as a 
whole a closely-held unit. 

An analysis of the composition of the 
boud of directors of the TVS group com¬ 
panies reveals explicitly a case where if a 
family holds a majority of the shares in a 
company, it will be relatively difficult for 


non-family executives to participate in 
strategic control if family members seek to 
monopolise top executive positions for 
themselves.-Fuither while "technical direc¬ 
tion and co-ordination of the process of pro¬ 
duction” may seem to enhance the power of 
the bureaucratic hierarchy In charge of 
operational administration, it is important 
to note that a gulf exists between those 
executives who do participate in the exercise 
of strategic control and those who arc merely 
concerned with day-to-day control over 
detailed operations of the enterprise. 

Mention has already been made of a 
special resolution (No 3) passed on October 
27, I979 which contained clauses to be in¬ 
cluded as new provisions in the articles of 
association of the parent company, namely, 
T V Sundaram Iyengar and Sons Ud. Apart 
from defining a ‘tamily’ the resolution also 
lays down the conditions under which deci¬ 
sions should be undertaken in a board 
meeting. At the outset it should be record¬ 
ed that in the parent company all the 12 
directors belong to the TVS family with 3 
directors from each of the 4 families. 

Fach of the said four families shall be en¬ 
titled to have an equal number of directors 
at any time on the board including the per¬ 
son appointed by the concerned said family 
as nominated director, so long as the ag¬ 
gregate holding of the equity shares in the 
company by the concerned said family is not 
less than lO (ten) per cent of the subscribed 
equity capital of the company for the time 
being. 

Notwithstanding anything contained in 
these presents the board shall not enter into 
or amend any formation agreement or colla¬ 
boration agreement with any company or in¬ 
dividuals. whether Indian or foreign, unless 
the same is approved by a resolution at a 
meeting where at least one director represen¬ 
ting each of the said four families is present 
and it has the unanimous consent of all the 
members of the hoard present and eligible 
to vote. 

Any transfer of shares held by this com¬ 
pany in any other company by way of sale, 
gift or pledge shall be only approved by a 
resolution of the board of the company pas.s- 
ed at a meeting in which at least one direc¬ 
tor representing each of the four said families 
is present and ii lias ihe unanimous consent 
of all the members of the board present and 
eligible to vote. In the event any sale of such 
shares, the first option for purchase shall be 
given to the said four families in equal pro¬ 
portion and the said four families shall ex¬ 
ercise the option within 30 dayrs from the date 
of such offer. 

According to tne Companies Act I956, i/3 
(one-third) of ihe total number of directors 
can be non-roMtional directors. The present 
articles of the company provide that only the 
managing director shall be a non-rotational 
director. If the proposal for amendment set 
forth is approved there can be 4 non- 
rotational directors and each family can ap¬ 
point one nominated director who will not 
be liable foi retirement by roution. 

The present directors of the company are 
from the four families who hold the entire 
share capital of Ihe company. 


The fitet that T V Sundaram Iyengar and 
Sons Ltd has been the promoter of almost 
all the companies of the TVS group and that 
T V Sundaram Iyengar and Sons Ltd and 
its subsidiaries hold considerable proportion 
of the equity shares in most of the other 
companies of the group has already been 
mentioned by us. ThLs coupled with the con¬ 
tents of the above special resolution clearly 
indicates where the decision-making power 
of the group lies. Further in almost all the 
other companies of the group, the lop ex¬ 
ecutive positions of the board of directors 
are monopolised by the family members of 
the TVS group. 

BIISINES.S CARKIEU on BV THE TVS GROUP 
OF Companies 

The business of the group as a whole can 
be studied under three broad heads; 

(a) Dealership/distributorship for 
automobile spare parts, accessories and 
components. Of the 20 -public limited 
companies, 3 are engaged in the above 
business. 

(b) Manufacture of jiutomotive ac¬ 
cessories/components, etc. 13 public 
limited companies are engaged in the 
manufacture of various automotive pro¬ 
ducts, components and accessories. 

(c) ‘Miscellaneous’ industrial category 
covered by the rest of the 4 TVS public 
limited companies. 

Data on share in production and capacity 
provided in Ihbles 2 and 3 give some idea 
of the predominant position occupied by the 
TVS group in important automotive ac- 
wMories. Not only is the TVS group a ‘larger 
house', but from the business carried on by 
the group it Ls clear that the group as a whole 
is very ‘integrated’ a.s far as the automotive 
industry is concerned. In the production of 
most of the important automobile ac¬ 
cessories. the group holds a semi-monopoly 
position. Apart from manufacturing a wide 
range of components and acce.ssorie$ the 
group has also established a well-knit and 
a far reaching network of dealership, 
distributorship and agency in the automobile 
industry. I6 out Of the 20 public limited com¬ 
panies studied by us arc in the automotive 
field. From the dates of incorporation of the 
various companies, it will be clear, that, over 
the years the permission to expand and/or 
set up new units in related fields has helped 
to provide a definite and permanent basis 
for such a vertical link. 

For a number of companies, a part of the 
market for the components manufactured 
is provided by other companies in the group. 
For most of the companies in the group, 
'I V Sundaram Iyengar and Sons Limited 
function as the main distributor. The pro¬ 
spectus issued by Srichakra lyres is represen¬ 
tative of the group's mode of functioning. 
Of the plant and machinery required for the 
project, three items will be leased from Sun¬ 
daram Industries Limited. The company will 
be appointing main distributors F V Sun¬ 
daram Iyengar and Suns Limited (including 
its divisions Sundaram Motors and Madras 
Auto Service) with a well-knit dealership net- 
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work has an estabUsbed name and reputa¬ 
tion for supplying only quality automobile 
products. 

The company has alieady received en¬ 
quiries from leading two-wheeler manufac¬ 
turers—Sundaram Clayton Limited,.Madras, 
manufacturers of TVS-50. T he latter have, 
in principle agreed to buy 75.000 numbers 
of moped tyres and tubes per annum. 

The government’s liberalisation 
policies—specifically delicensing of in¬ 
dustries, re-endorsemeni of capacities on the 
basis of fuller utilisation of plant and 
machinery, automatic growth of capacity 
and broad-banding of licences have im¬ 
mensely helped the group not only to expand 
vertically but also diversify. 

Way back in 1971, a member of the 
MRTPC commenting on the capital struc¬ 
ture of the TVS companies remarked: “Most 
of the manufacturing activity of the group 
companies has been undertaken on the basis 
of foreign collaborations and the collabora¬ 
tions have usually been on generous terms. 
The equity participation of the foreign com¬ 
panies has been quite substantial—majority 
participation in the ca.se of Lucsts-TVS and 
43 to 50 per cent in the case of others and 
the whole of the remaining equity is held by 
group companies all of which are family 
concerns. —A (further) result of the capital 
structure that most TVS companies have 
been having combined with a high degree of 


prontability due to their leiid-monopoly 
position, hu been that the accumulation of 
capital Iv the group has been rapid. Prudent 
and carefiil husbanding of resources has of 
course played an important role in this 
achievement. The group companies have 
kept the dividends at a reasonable level, 
using the undistributed pronts for building 
up reserves which have been used either for 
further expansion of the tame company or 
for developing new concerns under the 
auspices of the group. But from the point 
of view of counteracting mono^ly and 
economic power it has to be pemted but that 
ail this ultimately is a method of enriching 
the share holders in this case one family and 
its foreign partners at the expense of the con¬ 
sumers of the product and the community 
at large." ^ 

Technoiogicai Dependence of the 
TVS Group 

Practically all manufacturing activity of 
the TVS group right from inception is 
covered by foreign collaboration agreements 
(both financial and technical). The col¬ 
laborations have usually been on generous 
terms, for long durations and very often have 
been renewed. Subsequent expansion of the 
group companies as also the incorporation 
of new companies have been on the ba,si$ of 
foreign collaboration. A few of them will be 
worth looking at. 


Wheris IndUr. This ctmipany was promoted 
byT VSundaram Iyengar and Sons Limited 
and Dunlop Rubber Compaiv Limited for 
the manufacture of automobile wheels and 
rims. Wheels India was registered in June 
1960. The compai^ entered into a technical 
aid agreement with Dunlop, UK, in June 
1960 for a period of 20 years for the 
mamiacture of wheels. The collatoration 
has continued beyond 20 years and the com¬ 
pany continues to pay royalty (emphasis 
ours). 

Sundaram Clayton: The company was Joint¬ 
ly promoted by TVS and Dayton DewMdre 
Holdings Limited, UK. Sundaram Dayton 
was incorporated under the Companies Act 
in May 1962. Practically every item of the 
company, except mopeds, is produced with 
foreign-collaboration. Each new product is 
also covered by new licence and technical 
assistance agreements. In each case*the com¬ 
pany has agreed to pay a lumpsum fee plus 
a rc^ty of 5 per cent of the net ex-factory 
price of all the items sold in India and 6 per 
cent pn their sales outside India for a period 
of 5 years. 

In the case of mopeds, Sundaram Dayton 
was allowed to manufacture mopeds even 
though the item was not included in the list 
of industries open to large houses and 
foreign majority companies. While the 
government wanted to stipulate a 60 per cent 
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1028 


, Economic and Political WseUy May H 198f 






export obligation for a period of S years ex¬ 
tendable by another S years, the company 
offered to export 40 per cent of its produc¬ 
tion from the third year onward to ISth year. 
The statement in the 23rd Annual Report of 
the compel^ (198S) is revealing and speaks 
for itself: “llie company from the third year 
of its production of mopeds is under an 
obligation to export. The company has not 
exported any moped. The company has ap¬ 
plied to the government for a waiver of this 
obligation and is hopeful of getting a 
favourable response. Therefore, no provision 
has been made for liability, if any, arising 
out of non-performance of the above export 
obligation” The 24th Annual Report of the 
company (1986) has this to offer as an ex¬ 
planation for the moped division not doing 
too well. “In the context of factors such as 
non-availability of a foreign collaborator of 
repute, severe competition, etc, the future of 
the moped division is being considered” 
(emphasis ours). 

Sundaram Abex was incorporated as a 
public limited company in September 1974. 
The company has been set up in collabora¬ 
tion with M/s Abex Corporation of USA 
who are participating to the extent of 30 per 
cent in the equity capital of the company. 
Abex Corporation agreed among other 
things, to assist the company to establish its 
own R and D facilities. The collaboration 
agreement provided for a royalty payment 
of per cent on the net sales of the com¬ 
pany for a maximum period of 9 years 
within the period of the agreement “which 
shall be 10 years from the date of signing 
of the agreement”. The R and D facility of 
the company has yet to be established. 
Brakes India, which was incorporated in 
1962, is another company where the col¬ 
laboration agreement has exceeded 20 years. 
Interestingly the manner in which Brakes 
India intends to cope with the Japanese 
entry into the tndian automobile market is 
through the contracts already established by 
Lucas Girling UK (the foreign collaborators 
of Brakes India) with various Japanese brake 
manufacturers {vide Annual Report 
1984-85). 

Ind-Suzuki (now TVS-Suzuki Limited): In¬ 


corporated in July 1982 in cdlaboration with 
Suzuki Motor Company Limited, Japan has 
been allowed a \0^ear agreement with royal¬ 
ty at 3 per cent of the ex-faaory value of 
production plus lumpsum fee of US dollar 
1 million. 

What does all this add up to? At the. 
outset it should be recorded that the TVS 
group has a high reputation for producing 
high quality products and from all accounu 
this reputation is well deserved. At the same 
time it cannot be ignored that the R and D 
effort of the group has not been consistently 
good. The balance sheets of only 4 of the 
TVS group companies record some kind of 
expenditure on R and Di By the group’s own 
admi.ssion,' the kind of R and D under¬ 
taken in these concerns is ‘absorptive’ and 
‘developmental’ (as opposed to ‘creative’) in 
the sense of the adaptation of foreign 
technology to suit domestic requirements. 
While it cannot be stated categorically that 
imports of technology have completely 
replaced domestic R and D, it needs to be 
brought out that all R and O activity of the 
TVS group is within the parameters specified 
by the foreign collaborators. 

In this connection it would be worthwhile 
to examine the role of the foreign col¬ 
laborator to understand why the R and D 
activity of the TVS group cannot but be con¬ 
fined to very limited spheres of activity. We 
begin with the details presented by the 
MRTPC enquiry in the IJicas-TVS (LTVS) 
case.^ 

One of the expectations with which LTVS 
was granted an industrial licence, favouring 
it over other applicants, and also permitted 
favourable terms of foreign collaboration 
was that at an appropriate stage the in¬ 
dustrial unit will be developed as the basis 
for exports. When the representatives of the 
foreign collaborator were asked at the public 
hearing about why much progress has not 
been achieved in respect of developing ex¬ 
ports, their answer was that the focus of at¬ 
tention throughout the period up to now has 
been on import substitution rather than on 
export development. They further explained 
that many developing countries were setting 
up plants for the production of such items; 
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to them were therefore going 'to be 
diffi^t. They were asked whether it was not 
possible to think of certain items or com¬ 
ponents which required proportionately 
mote labour, especially skilled labour, which 
was available at much cheaper rates in India 
than in the richer countries of the west. 
Their answer was two-fold: Firstly, the 
technology that they had developed was 
essentially a labour-saving and capital inten¬ 
sive technology and tlierefore could not 
make much use of the cheaper skilled labour 
available in India for this purpose. Their 
own R and D had mainly focused on labour- 
saving technologies and not on capital saving 
ones. By and large, albeit with some adap¬ 
tations, the same technologies were in use 
in the unit in India. One could not therefore 
say there can be much .saving in cost by pro¬ 
ducing these items in India. On the other 
hand, given the small quantum of produc¬ 
tion and the higher costs of materials, the 
costs of production in India was signincant- 
ly higher. But they indicated that they had 
come to appreciate this aspect recently and 
had undertaken an examination of what 
items could be economically produced in 
India for supplying the market in the West. 

The technical aid and royalty agreement 
with Joseph Lucas (Industries) Ltd, UK ex¬ 
pired on 1.10.1972. The company had ap¬ 
plied for renewal of the agreemOit for a fur¬ 
ther period of five years. The government 
agreed to the renewal on the terms and con¬ 
ditions stated below: 

(a) Royalty at 3 per cent subject to Indian 
taxes shall be payable to the foreign col¬ 
laborator on exports only. 

(b) No royalty shall be paid to the colla¬ 
borators on internal sales. 

(c) No further extension of the collabora¬ 
tion will be agreed to under any 
circumstances. 

(d) The Indian company shall be free to sub¬ 
licence the technical know-how/product 
design/engineering design under the 
agreement to another Indian company 
should it become necessary. The terms 
of such sub-licensing shall however be 
as mutually agreed to by all the parties 
concerned including the foreign col- 



Table 2: Share oe TVS Lompanies in At i^India PROoutTrioN 


(Percentage) 


Products 

1978 

1979 

1980 

1980-81 

1981-82 

1982-83 

1983-84 

1984-83 

1983-86 

1. Brake assembly 

60.38 

60.38 

63.89 



71.77 

59.51 

38.88 


2. Air brakes 

73.91 

87.04 

68.75 







3. Starter moton 




85.43 

73.75 


80.21 

81.69 

63.60 

4. tSenerators 




81.31 

73.46 


77,86 

80.90 

71.79 

5. Voltage regulators 




83.70 

80.83 


69.66 

89.72 

39.00 

6. Distributors 




100.00 

100.00 


100.00 

100.00 

100.00 

7. Headlamps 




30.83 

40.32 


42.90 

21.90 

13.42 

8. Electric horns 




17.82 

23.17 


86.73 

64.32 

53.31 

9. Flasher units 




33.44 

34.66 


62.61 

71.68 

55.78 

10. Wheels 




67.94 

86.62 

82.68 

79.39 

84.79 

81 ..31 

11. Mopeds 




4.38 

13.06 

24.3 

23.01 

26.10 

29.50 

12. Motorcycles 








5.46 

19.32 

13. Ignition coils 




100.00 

100.00 


100.00 

100.00 

100.00 


SourceF. (1) Automotive Industry pf India: Facts and Figures, 1980 and I98& Automotive Component Manufacturers Association of India, Bombay. 
(2) Balance Sheets of the various TVS companies. 
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laboretors and shall be subject to the ap- 
proval of goverament. 

(e) Exports shall be permitted to all coun¬ 
tries except where the foreign colla¬ 
borators have existiag arrangements for 
manufacture of the articles. 

LTVS and the collaborators, of course, did 
not agree to the new conditions laid down 
by the government. The collaborators pro¬ 
posed that regarding the products covered 
by the original licence which were introduced 
late in the ten-year period, they should con¬ 
tinue to get royalty at the original prescribed 
rate for a period of 10 years from the time 
the design was introduced and further that 
royalty should be paid on new designs in¬ 
troduced after 1972 at the rate of 2 per cent 
for internal sales and 3 per cent on exports. 
The period for such payments, however, may 
be confined to seven years instead of ten. It 
is further suggested that an annual technical 
fee at one per cent on factory cost of any 
designs introduced in India under both the 
original and renewed licence agreements 
should be paid and that this should continue 
for a period of seven years at the end of 
which the position might be reviewed. 

I TVS supported this proposal in the 
following words: This company needs to 
keep abreast of the requirements of the 
Indian automobile industry and to export 
directly its own goods which makes it essen¬ 
tial that it keep its designs and production 
technique up-to date. Whilst we are doing 
design and development work of our own 
in Madras, we nevertheless feel that it is 
essential to the continued satisfactory pro¬ 
gress of the company that it has full acccs.s 
to the extensive engineering research and 
development programmes carried out by our 
collaborators- -it should be noted that their 
published accounts showed an expenditure 
running at a rate of (£ 12'/i million) per an¬ 
num. It is also considered that in the light 
of our experience over the last ten years it 
will be neccs.sary from time to time to call 
in specialised a.s$i$tance from our collabo¬ 
rators—particularly when new processes are 
involved. Our collaborators have also under¬ 
taken extensive training of employees of the 
company at their expense and we wish to 
continue to enjoy this benefit. Our col¬ 
laborators, therefore, consider that an 
annual technical fee to pay for their support 
would be appropriate—the fee would go 
towards paying for the day-to-day expense 
of supporting the company with a continual 
supply oi technical information and also 
make a contribution to the group's expen¬ 
diture on R and D—the benefits of which 
are freely made available to the company. 

The exposition given by the representaives 
of the foreign collaborator and the submis¬ 
sion made by the company clearly indicate 
the limitations of the R and D efforts under¬ 
taken by the company. There has been, in 
the first place, little effort at developing 
production process adapted to Indian 
conditions. 

Further, the collaborating company does 
not see much prospect for developing pro¬ 
duction of electrical accessory items in India 


spedflcally for eeport purposes and thdr 
Indian counterparts agree. When sudi an 
daboiale arnmgement finr fisreign coilaboia- 
tion has been allowed to continue it is not 
difficult to understand why it is leu worth¬ 
while to develop indigenous R and Di 

While in its terms and conditions the 
government, had indicated that no further 
extension of the collaboration will be agreed 
to under any circumstancee it not only 
subsequently waived this condition, but also 
granted further approvals for updating 
technology and for manufaauring new 
products.’ 

A know-how contract* entered into in 
1982 between Dirbo Energy Pvt Ltd (TEL) 
(a TVS company not registered under the 
MRTP Act, 1969) and Aktiengesellschafi 
Kuhnle, Kopp and KauKh, Wst Germany 
(hereinafter referred to as KKK), to 
manufacture turbochargers (contract pro¬ 
ducts) brings to light other restrictions that 
nullify, among other things, any attempt at 
independent R and O, given the operation 
of such agreements, reproduce below 
some of the clauses of the agreement. 

a) TEL has the right to have the contract 
products manufactured completely, or in 
part, by another manufacturer in India 
pre-condition being, that the manufac¬ 
turer concerned can manufacture to the 
quality required and KKK is kept in¬ 
form^. TEL can, in this respect, grant 
a sub-licence. However, in alt other 
respects it is not allowed to grant a sub¬ 
licence (emphasis ours). 

b) All information received by TEL within 
the scope of this agreement is kept a 
secret by TEL, and TEL equally binds 
those companies to whom it sub-licenses 
the manufacture of the product. 

c) After the expiry of the contract, the 
documentation, supplied by KKK will re¬ 
main the property of TEL. TEL has the 
right to manufacture the contract pro¬ 
ducts in India and to sell them in all 
other countries throughout the world, 
without restrictions. The obligation men¬ 
tioned in (b) above willapply up to the 
end of the third year after the contract 
has expired (emphasis ours). 

d) On the expiry of this contract, TEL shall 

have the right to license third parties for 
the manufacture of contract products in 
India. 

e) For a period of three years commencing 
from the expiry of this contract, TEL 
shall not be entitled to license thi^ par¬ 
ties for the manufacture of contract pro¬ 
ducts outside India. 

0 For a period of three years commencing 
from the expiry of this contract, TEL 
shall only be entitled to sell spate parts 
for turbochargers which were supplied 
by TEL. 

Since the contract explicitly forbids dif- 
Dision of know-how, any attempt by the 
government to esuUish competition in the 
industry cannot but lead to "repetitive im¬ 
ports” Again, explicitly stated in the con¬ 


tract it the bet tto any patentdrie develop¬ 
ment that takes piaoe during the period while 
the agreement is in force should be available 
to either party fine of charge. The question 
that antes is, whdt would TEL stand to gain 
fay investing resources in R and O in develop¬ 
ing, if possible, patentable products while 
the contract is in force? 

Those companies of the TVS group in¬ 
volved in some amount of R and O admit¬ 
ted that the adaptation of- technology in 
which they were concentrating, were primari¬ 
ly in the direction of substituting locally 
made materirds, spates and components for 
imported varieties. For this they were also 
going in a big way to upgrade technologicai 
developments in the ancillary industry. For 
example, the 3rd Annual Report of Ind- 
Suzuki, 1W4-85, slates “(Vbur) company has 
recognised the importance of ancillary 
development and evolved schemes to 
promote and support the production of an- 
dllaries with technological assistarux to meet 
the stripgent quality requiremems. The com¬ 
pany also propose to embark upon ac¬ 
celerated indigenisation of certain critical 
components to reduce dependence on im¬ 
ports, seeking wherever necessary, appro¬ 
priate foreign collaborations” (emphasis 
ours). 

The companies also admitted that they 
needed their collaborators’ permission to sell 
the know-how to others, ttiat they could not 
export their products to places/countries 
where the collaborators were already active 
and/or did not approve. In the process of 
adaptation to suit local conditions, the basic 
design of the product was kept intact; how¬ 
ever prior approval was needed so that 
change did not in aiqr way reduce reliability. 

What comes out from the TVS experience 
in manufacturing is the following: 

Table 3: Share in Licensed Capacity 
(Fercenlage of All India Capacity)* 


Products Percentage Share 

in Licensed 
Capacity 


1. Motor cycles 

12.66 

2. Mopeds 

13.S4 

3. Starter motors 

40.19 

4. Generators/alteriuitors 

34.47 

3. Voltage regulators 

54.71 

6. Distributors 

100.00 

7. Ignition coils 

100.00 

8. Wheels 

57.29 

9. Air brake assembly 

74.84 

10. Brake assembly 

54.34 

11. Brake linings 

16.34 

12. Head lights 

27.95 

13. Electric horns 

16.77 

14. Wiper motors 

32.74 

IS. lyres 

3.21 

16. Rear axle shaft/assembly 

4.76 


Note: * Ibtal licensed capacity is of the units, 
in production 

Source. Automotive Industry cf India, Facts 
and Figures, 1986, Automotive Com¬ 
ponent Manufocturers Association of 
Irulia, Bombay. 
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«} In the flm place it needs to be recorded 
that the TVS group has successfully 
managed to build the capital structure 
of their group in a maimer that keqx out 
or keeps to tte absolute minimum equity 
participation Iqr public financial institu¬ 
tions with its attendant requirement of 
convertibility clause and/or nominee 
directorship. At the same time substan¬ 
tial equity participation by foreign com¬ 
panies coupled with the group’s concen¬ 
tration in the automotive ancillary and 
component sector has enabled the group 
to maintain its monopolistic lead in this 
sector. 

b) Collaboration with leading world 
manufacturers of automotive com¬ 
ponents, continuous renewal of col¬ 
laboration agreements, further foreign 
collaboration approvals for every new ' 
product intnxlu^, has been the manner 
in which the TVS group has organised 
its production. 

c) The group’s R and D activities have been 
oriented more towards material substitu¬ 
tion and some adaptation in manufac¬ 
turing process to suit local conditions. 

d) There has been no economic compuision 

on the group to direct its research ac¬ 
tivities to innovate. The government's 

. poiicy allowing for liberal collaboration 
agreement has removed ‘the need factor’ 
with the result that the group as a whole 
has followed a strategy of rapid diver¬ 
sification under foreign licensing for 
every product addition to maximise the 
short-run profits. 

The TVS study confirms what macro 
studies on technology^ have pointed out 
that the import of technology in India has 
been a substitute rather than an input to 
Indian R and D and the tailure to adapt, 
innovate and diffuse already imported 
technology has resulted in high cost of pro¬ 
duction and drain of resources; further, 
assimilation is of a pseudo character and as 
a result technological dependence is real. 

That liberalisation of technology import 
per se cannot by itself raise the technological 
level of a country unless complemented by 
a certain level of domestic R and D is also 
by now well taken (whatever may be the hue 
and cry in certain quarters about the restric¬ 
tive policy towards import of technology 
being the chief cause for the outmoded 
technology in the Indian manufacturing 
sector). 

The question that we would like to raise 
in this paper is this: how is this ‘certain level 
of domestic R and O' to be achieved, what 
industrial structure will make domestic 
R and O not merely* ‘absorptive’ but also 
‘creative’ in *he sense of directing R and D 
to more original innovations. No doubt 
several factors would be rdevani here, among 
them, the role played by the government in 
supporting high risk projects, the rdative ex¬ 
penditure on basic as opposed to applied 
research, the degree of risk aversion of 
private firms, the institutional framework 
for the adaptation of suitable foreign 
technology.* 


In the context of the study of the growth 
and functioning of the TVS group we would 
like to sulmu't the following. Given the reality 
of industrial activity in this country being 
dominated and directed by business groups/ 
houses, and given the fact thaf resources, 
talent, and personnel at the disposal of the 
government are limited, industrial policy, 
specifically those relating to encouraging 
domestic R and D could be framed taking 
the business house/group as a unit. 

Hitherto policies formulated to regulate 
the flow of foreign technology, to promote 
self-reliance; have come into conflict with the 
objectives of import-substitution and export- 
promotion. The net result has been increas¬ 
ing imports oi technology. Yet, apart from 
certain fiscal incentives to those firms under¬ 
taking some limited R and D there has been 
no real effort at seriously pursuing ‘creativif 
R and O in the country. While the entire 
blame cannot be laid at the doorstep of the 
governmei, the manner in which industrial 
growth in this country has been conceived 
(misconceived?) and pursued has led in¬ 
dustrialists to seek maximum profits in the 
shortest possible time. The easiest manner 
of achieving this has been to tie-up with 
foreign manufacturers which would also 
help the domc.stic firm to dominate the 
market for the product concerned in a situa¬ 
tion of low volume demand. ' 

The TVS group is illustrative of this 
phenomenon where a group dominating the 
automotive component field in the country 
for over two decades has found it extremely 
lucrative to operate in a situation of con¬ 
tinued technological dependence with ab- 
soluteiy no compulsion to invest in any kind 
of ‘creative’ R and D. 

It would not be out of place to mention 
here in passing David C Mowery’s work* 
explaining the low level and inefficient 
organisation of British indusnial research 
(as compared to the US and'west Germany). 
Mowery attributes the econonuc decbnC of 
Britain to its poor tnnovgttve-recQtd and 
assigns three factors aa.explamwton: 

(i) The structure of thfe British manufac¬ 
turing firm which did not allow for a 
more effective exploitation of the com¬ 
plementarities between research activity 
and production activity; 

(ii) The system of technical and managerial 
education at the secondary and univer¬ 
sity levels. The informal linkages bet¬ 
ween higher and technical education 
and industry, which proved to be of 
great importance in the industrial 
research system within the United States 
and Germany, failed to develop within 
Britain; . 

(iii) Government economic policy undercut 
the incentive for the pursuit of com¬ 
petitive advantage through innovative 
activity. 

Mowery concludes that a different set of 
government policies towards induihrial struc¬ 
ture and education could have substantially 
enhanced the level and effectiveness of 
British industrial research. 

A study of the development over time of 


industrial research in India within an institu¬ 
tional framework is long over-due. Suffice 
it to conclude this paper by stating that 
regulation of foreign technology may at best 
give the'country a better deal in terms of the 
manner and quantum of payments going out 
of the country. It cannot however tackle, 
firstly, the reality and enormity of the pro¬ 
blem of technological depen^nce of the 
country and, second and more important, 
the question of the institutional changes that 
need to be made/introduced so that 
domestic R and D of a ‘creative’ type is more 
vigorously pursued. 
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Shif D N. Ghofh, Chalmian 


Excerpts from the Chairman’s Speech 
at the Thirty-third Annual General 
Meeting of the State Bank of India 
held on 21st April, 1988 at Bhopal. 

• Technology Upgradation for 
Medium and Small-Scale Units 

• Steps to Stimulate Exports 

• Renewed Thrust in 
Rural Lending 


Ladle* and Gentlemen, 

The Bank has shoum good progress In various fields In 1987 The 
paid-up capital of the Bank has been further enhanced to Rs ISO 
crores. The Board of Directors have decided to maintain the dividend 
rale at 25% 


Both In 1986 and 1987,1 expressed at this forum nv coiKem about the 
future profitability of the banking industry in India In 1987 In particular, 
I voiced my concern about the threats to profitability of banks aiisinq 
from the disintermediation process that had set In 1 am pteaserT 
therefore, to be able to repc^ to you that your Bank's operations in 
1987 have resulted in appreciably higher profits That this was possible, 
despite emergence of several competing savings instruments and 
continued direct fund raising from the capital market by many corporate 
borrowers, tesUhes to the basic soundness of your Bank s business 
policies A further reason, but an important one, for continued 
profitable operations of your Bank In an increasingly competitive 
business environment is that we were able to adapt ounelves to the 
changing business conditions brought about by the dismtermediation 
process For example, we successfully raised the level of our aettvity in 
investment bankii^ by adopting new strategies for fund management 
and by expioiling increasingly, the opportunities available in the 
securities market. This has helpM bi achieving Improved results for the 
Bank. 


As I mentioned In my address to you last year, your Bank was chosen 
by the Government of India for setting up of the first mutual fuiKf in the 
country other than Unit Trust of India The BaiA set up the muttul fund 
under the name of SBI Mutual Fund in the form of a liust and the Fund 
If managed by the Bank's wholly-owned merchant banking subsidiary, 
SBI Capltai Markets Ltd The Fund launched its first scheme, Mt^rum 
Regular Itxome Scheme 1987, in November 1967 The scheme was 
mmaled with the help of the extensive brerKh network of your Bank as 
witl at the network of Assodale Banks The response was very 
encouraipng and as against an amount of Rs 100 crores sought to be 
raised, suoKrtphons totalling approximately Rs. 145 c r ores were 
coOccted, with a stgnlAcanl portion of this coming from indlvKluals, 
trusls and itisUtuUons The processes of alloiment and issuatKe of 
cetlificales have since been completed and we ate now preparing for 
the launching of certain new schemes for mopping up inMSilbic funds. 
As you would be aware, the Finance Mlnittcr In his last budget speech 
armounced that the benefit under Section 80CC of the Imfim Irrcome 
Tax Act will now be avallaM* also to subscribers to rrrutual fund 
invesUttg wholly in Issues enfoying the benefit under Section 80CC. In 
order to dve advantage of this reliixation to Investors, SBI Mutual Fund 
ha* decided to launch shortly a special scheme to Invite subsctiptKms 
into a fund which wifi be Invested only in the new equity Issues ertjoying 
80CC benefit This, we feel, wilt simultanoously be of much interest to 
Inwcstars as they uA no lonwr be required to seek out 80CC issues, 
make Iheir own Investment decisions, and manage these investments 
We welcome the ^adual de-regulation of the mutual fund business. 
Funellotr l trg of sevcnl mutual funds in the market will gfve ttre investor 
a wider choice apart from being a source of support to the capital 
marhet This wdt fadfitate resource mobllsatlon tor Investntent In 
Industries. I wcxild, however, lake Ml opportunHy of urging the 


Government that, since we rmw have several mutual funds opeiaHng In 
the country and mote may fbfiow in the future, suitable letfsialion be 
enacted to govern the operation of these furrds. At present. In the 
absence of any specific law applicable to mutual funds, these are being 
constituted in various le^ fonns. Also, the legal treatment of these 
funds is often not similar. Some of the funds are also required to comply 
with legal requirements which are not strldly relevant tar their case, m 
most of the countries, where the mutual fund Industry is well 
esiabfished, there are sptteiai laws governing mutual funds h would be 
In fitrress of things now io inboduce an appropriate legal frarttework to 
govern these funds so that these mw function In an envbonment of 
equal opportunity, free from avokfabte operational consiraltrts. 

I would Bke, at this stage, to quickly take slock of the further demands 
that are going to be far^ by me banking brdustiy in our country in the 
years ah^ As we all kn^, banking closely fofiows the fortunes of 
irtdustty, trade and commerce. In assemittg wKm batrking would go in 
the neM decade or two in India, we must make an attempt to assess the 
kittd of chan^ that are likely in our economy and irxite particulatly In 
our industrial scenario. Over the last 40 years or so, the ttrrust of the 
country's econotrtic and industrial policy nas been targeted to achieve 
self-sufficiency. This has been achieved, very substanUafiy in 
agrlculiure, and also in industry and services. The achievement hm, 
however, been at some unavoidable cost arxl this is reflected In the 
Insulated nature of our emnotny and the relalive obsolescence in 
technology that we still see hr irtany sectors in the courrtry's industry 
The overall obiective in the next decade or so, would logically be to 
achieve technological up^adatlon of itrdusliy and to seek a greater 
share of the global markets lor goods and services through a vigorous 
drive to stimulate our errport performance. Both the^ objectives are 
interlinked We cannot hope to open up the Indian marhet to the latest 
techrrology on a sustalrred basis, unless we are able to bolster our export 
earnings On the other hand, our performattce on the export front Is 
(fireedy dependent on our beiiM able to achieve and maintain 
Internationa acceptable leves of efficiency, quaUy and 
competitiveness. As you are no doubt aware, our GovRnment 
teco^ised the significwice of these objectives and has since 1985 then 
inlroduced several polcy shifts aimed at updating Indian InduMal 
technology and ^ng the country's export sector the full opportunity to 
cornpete effectively in the intemaikxial markets.. The himl 
import-export policy announced by the Government of inefia a few 
weeks ago, further testifies to the country's resolve in this respect 
In the context of the foregoing, one amect seems dear. In the coming 
years, Indian industry and business will indeastoigly require to develop 
international linkages both for continuing the process of technolo^cal 
upgradation and to seek newer arxl lar^ market for India'* cxporls. 
The banking system in the erwntry utiUmed to take note of this and 
prepare Hself to assist dtenis In dcMtopIMiJhe necessary tMfgs*. 

I would Bke now to dwel briefly on the role we In banks cart-play in 
assisting our dtenis In achietdng tochnolotfcal u pgradation and 
adaptation. In the first place, we perceive this as a ouM part of our 
psei e n t national noficy and aa a leading bank In the country, your BsiW 
regards It as Hs duly to do everytiiing K can to tahe-the proeaH taflier 
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on. On anothar hvti, the lamci nn« of ow Indutirtal customm, 
pUlntoly tfwjM who ai« l oc ^d at tha metropol Ha n cenbas,ara 
paihan wla to meat their neadi hi this raapect on theh own. Th^ 
often nave theh oewn oiganisalions to look after these needs and they 
have the necessaiy linkages with sources of technology abroad It is the 
new emerghtfl categoiy of smaB and metftum size industrial 
entrepceneuis ncalea in the mteilor of the country and at relatively 
■nalff centres who are in need of our assistance They need 
mformallon on stale of art technology, on the sources of such 
technoloiiles and of the ways and means of acquiring the relevant 
technologies. They need also to be advised on the financing aspects of 
acquiilng the suitable technology We have, therefore, decided to 
consUlule an Industrial Technology Group in the Bank for maintaining a 
data base for sources of appropriate Industrial technolo^, 
dissemination of Informatton on relevant technologies to our clients, 
specially those In the small and medium sectors, and assisting them iti 
planning technological upgradaiion and advising them on financing of 
such programmes. The functioning of this group wiD also enhance the 
level of knowledge and information about technolo^ available with 
the Bank's personnel involved with industrial clients. This will equip our 
penonnel in a better way to deal with industrial credit proposals, wt at 
the same Ume, vie wfd be able to offer our cHenIs, information and 
advice which will enable them to compete in the domestic and 
international markets more effectively. As a part of the programme, the 
Group win hold indtisby-specllic seminars and interfaces wifti our small 
and medium sice Indu^rial clients for dissemination of informqlion on 
technolagles. Your Board of Directors have decided to allocate from the 
last year's profils, a sum cd Rs 1 crore to fund this promamme but 
depending on the actual need, further amounts can be all^ted 
May I recall that in my address to you last year, I referred to our decision 
to take up specific export promotion Initialives. The objectives, amongst 
others,Weie Idenlificalion of new markets, developing and establishing 
new maekels for the products of our customers, carrying out 
market-spedflc as weD as product-specific studes, to idmUfy ways and 
means m promoliiM exports to particular markets or of specific 
products. During the year, the programme was 'aken up for 
Imple me ntation and we have maoe useful beginnings. Based on 
dialogues held with several of our customers engaged in exports, we 
now nave a fairly clear perception of the kind cd assistance we can 
provide. An appropriate omnlMtion has now been created for this task 
to be handled and your Board of Directors have allocated a sum of 
Rs. 1 crore from the last year's profits to fund this programme 
This also brings me to the role of foreign capital In India's economic 
developmenl. Traditionally, we have sought to finance our 
develo^enl process with our own resources, supplemented by 
resources raised from multilateral development agencies. We have been 
prudent and conservative in our approach to external commercial 
borrcMving. Use of foreign capital has been limited, by and large, to 
support transfer of technology As Indian industry and business mature 
and Increase their interactions with the international markets, there 
seems to be an emerging new role for foreign capital Not only can such 
capital supplement our internal resources for which there are 
increasingly competing demands, but could also be useful lor secunng 
technology transfers and accessing new overseas markets There are 
indicaiions today of discernible investor interest abroad in the Indian 
capital market and I believe the time has come to review our present 
approach and policy towards permitting foreign equity holding in Indian 
companies. This vwill be consistent with the process of matunng of 
Indian industry, which in the put depended more on debt capital raised 
frxxn banks arid finaiKial insBtutions whether within the 'country or 
outside and less on market resources. The greater inflow of foreign 
capital in the country would also facilitate the process of establishing the 
international linkages, the need for which has been touched upon by 
me earlier. But we have to be both selective and circumspect in this 
area 

One of the financial services areas which seems to have received 
inadequate attention in the past is that relating to venture capital I 
believe that we in India have reached a stage in our technical 
developmenl when: we must increasingly look lor opportunities of 
comititeciailsing our research successes for the domestic market and 
hopefuBy for the international market sooner than later. For facilitabng 
this prexess, the role of venture capital can be crucial. Financial services 
sector must, therefore, come forward and perform the cntical 
'Incubator' role, so that adequate number of projects and business 
opportunities are available to Indian prcxnoteis and entrepreneurs, 
inauding those who are involved in research programmes. Through its 
subsldiaiy, SB] Ca;^ Markets Ltd., your Bank is now actively engaged 
in project proroolian service. We are also proceeding with our plans to 
set up a venture capital fund. 

I am sure you are pleased that during the year, the Bank, through its 
whaOy-owned subeidiaiy, SBI Capital Mark^ Ltd. promoted Housing 
Promohon & FinaiKe Gorporation with its headquarters in Calcutta. 


This company was promoted In November 1987 by your Bank along 
wUh HoiBing Development fk Finance Corporation Ltd. (HDFC). The 
new company wiD provide housing finance and also plans to undertake, 
selective^, dmioment of housing estates. The company's thrust area 
will initiBlIy be the Eastern and Norm Eastern Regions. 

In order to push up growth, the agricultural sector wiB require 
services support which, in turn, will facilitate all-round devefopment of 
the rural economy Farmers' access to some production-oriented 
services has to be widened and strengthened Assistance In the 
procurement of materials, transportation and maikeflng will help the 
smaB farmers and artisans in reaching a wider nurket and realising a 
better value for their products than hitherto. Expansion of the range of 
services will also facibiate diversificalion of economic activities in rural 
areas, create extra value added in the rural economy, generate 
additional employment and reinforce efforts to alleviate poverty There 
is also considerable potential for improving supply and tapping export 
oppo^nities, especially in areas like fisheries, prawn culture and 
hoiticyiure, including floriculture 

While we have to make serious efforts for raising the productivity of 
both irrigated and rainfed land to the maximum, a^ulture and other 
land-based activilies by themselves will not be able to support the 
growing ranks of the unemployed Besides, the number of landless 
labourers is also increasing and they are increasingly spilling over into 
the urban areas ~ particularly the metropolitan cities ~ aiid straining 
the already grossly inadequate civic amenities including housing and 
sanitation Ttiere is, therefore, need to support rural development 
efforts, with a back-up of well-knit organisabons, which would widen 
the market for rural products by reaching out to the urban markets in 
different parts of the country 

To consolidate our efforts and corKentrate our involvement in rural 
areas, a review of our amroach to the area of operation of branches 
had become necessary The studies undertaken by oanks to assess the 
impact of rural lending showed that loaning had been haphazard and 
dispersed in a large number of villages spread over a wide area, and the 
average amount of loaning and coveraw per village had been far too 
inarfequate to make any ctevelopmentaT impact 
Against this background, the Finance Minister has inibated the 'service 
area* approach, under which each semi-urban and rural bank branch in 
the country will have a designated service area of about 15 to 25 
vUla^, as required, in the neighbourhood of the branch Each branch 
will have a mandate to carry out an intensive survey of the villages 
within its 'service area' and be responsible lor prepanng an Aebun Plan, 
for financing viable acbvities which the local ecoiiumy needs and not 
ftilfll a set of targets fixed by others, lor mechanical financing of persons 
who are looking lor viable acbvibcs and are yet to locate them The 
innovabve approach annourKed by the Finance Minister will improve 
the qualite of rural lending, reduce costs, opbmise uHlisabon of the staff 
— both held and technical, enable closer attenbon being paid to the 
individual farmer's needs, stabilise IRDP loaning through selectaon of 
area-specihe acbvities and facilitate better devek^mental impart on the 
viUages in the service area Producbve ublisabon of credit can also be 
monitored better, in the process 

We would conbnue to be innovabve. as we have always been, 
anbcipabng and responding to the emerging needs of the economy anil 
In making appropnate adjustments in our organisabonal responses for 
the new policy inihabves being taken at the nahonal level This has been 
and would continue to be the cnmerslone of our corporate policy and 
strategy. 

We will conbnue to be caubous, as we have always been, that in our 
anxiety to remain innovative and dynamic, we do not unwittingly or 
otherwise run counter to the wishes and guidelines of the countty's 
Central Bank, which, we recognise, must be complied with As part of 
the credit and monetary system of the country, each banking insbtubon 
must feel responsible for adhenng to monetary discipline so vital for a 
developing country set to achieve growtii with stability 


Thank you. 
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DISCUSSION 


Elitist View of Women’s Struggle 
in Pakistan 

Babar Ali 


ALTHOUGH levicws of bintks are usually 
non-controveisial ullairs, there arc two im¬ 
portant reasons wh> I led an urgent need 
to respond to lamil Rashid {FHW, 
IX'cember 5, and to make a stronger 
critique ol the book Women of f’akistan; 
Tko Forward, l-or one 1 lung, the book 
about 'wcnien' ol Pakistan is not at all about 
‘women’ but a very small section of 
Pakistani women who represent a certain 
class and its ideology, furthermore, there is 
also a need to discuss the methodology 
employed by the authors of this book, which 
is quite clearly, not scientific (by any defini¬ 
tion ol the term) and is liighiv non-objective 
and iinscholaily 

Women o) /‘akidan is a hook for and 
aboiii the handful ol elitist, westernised 
bourgeois women ol Pakistan. It is the 
westernised, affliieiii. bourgeois Pakistani 
woman’s store ol ’struggle’, for essentially, 
westernised bouigeois women’s rights. In¬ 
deed. rliere is nothing that says that a book 
about the struggle ol bourgeois women i.s 
not needed, on the csmtrary, but one must 
have thecoutiige to accept one's limitations 
and cleat ly draw one’s parameters based on 
one’s ideology and understanding—to claim 
to write a book on the women of Pakistan, 
and then to adheie to the framcwoik only 
ol bourgeois women, is (|uiie pretentious, to 
say the least 

lo Ire totally Ian, howes'ei, the book is not 
about <//( bouigeois wonieii, hut about their 
instiumeiii and vehicle for change for 
women, the Women’s /Vtioii Forum (WAF). 
The book’s h»cus ts then narrowed down fur¬ 
ther' it is esscnti.ills not even about the 
bouigeois women in general, but about it 
very small group of ilicni who live in I.ahore 
and work under the banner of WAI Roth 
the authors aie founding members of the 
lahorc Chapter ot W.\F and their very 
emotive Icclings towards something they 
created tends to cross tlie bounds of all 
logical reasoning. The impoi tance given by 
them to this organi.sation is quite clear: ac¬ 
cording to them “today, thanks m large part 
to WAF, the women’s question has finally 
been raised at the national level in a syste¬ 
matic manner, and the impact can be seen 
in the number ot lournalists, including 
men (!), who icfer to the women’s move¬ 
ment" (p 12.1). (It must be very heartening 
for journalists in Pakistan to be told that 
they determine whether something is a ' 
movement or not. The quote above raises 
numerous questions: what is the women'.\ 
question?-this is something which should 
have been the mam theme of the botsk, but 
is never at all defined clearly; if only women 


journalisus had ‘referred’ to WAF and its im¬ 
pact, would we still have a ‘women’s move¬ 
ment’, or are men essential to make it so?). 
In the very next paragraph, the authors say 
quite confidentially tha “it cannot be denied 
that it [WAF] has accomplished more in 
terms ol raising consciousness in its short 
history than can be claimed by any organisa¬ 
tion or group to dale” (p 124). This is in¬ 
deed something of .i a-velation to those who 
arc familiar with the history of various 
political movements in the country and those 
who are familiar with WAF. Again the above 
sentence raises questions as to whose con- 
sciou.sness W4 lF is supposed to have raised— 
indeed it has raised the awareness and con¬ 
sciousness of a number of upper cla.ss, 
westernised women, and has not been able 
to reach beyond a very small circle of such 
women. It is the very close (almost matriai- 
chal!) affinity with WAF which has blurred 
the visions of the authors who have lost ail 
sense of objectivity, and seem to go out of 
the way to defend what WAF has done. At 
times, they are a little critical, but again that 
criticism is within the hounds of, and con¬ 
strained by, bourgeois ideology and boui¬ 
geois activism, tai afield from any sem¬ 
blance ot non-bourgeois radicalism. 1 he tor 
mation of WAF in 1981 in reaction to 
General Zia-ul-Haq’s Islamic laws cam 
paign, precisely shows that it is a group ol 
westernised elitist women, with a conscience, 
whose ‘freedom’ has been marginally 
thwarted—though their class po.Mtiori has 
provided them sufficient immunity lo do just 
as well as they please. Although not affected 
very directly and severely theiiuielves, there 
is this great feeling of charity and ’justice’ 
in the bourgeoisie who wants to liberate 
his/her brothers and sisters from all sorts 
of ‘oppression’. 

A major criticLsm ol this book is that for 
the two authors, seems to iciiresent all 
women at all limes, and on reading the 
book, one gets the Icvling that it i.s only WAF 
which has termed the phrase “exploitation 
ot Pakistani women’’. The l-ahore-based 
aiiiliors have not been able to .see the can¬ 
vas ot the women’s movements beyond that 
city, and only make occa.sional references to 
other cities. On one level, this obscures the 
reality of women’s consciousness in, es¬ 
pecially, some sections ol the women’s com¬ 
munity in Karachi -notably the tialuch 
women of l.yar i. fliese women are not orga¬ 
nised in the sense of 'women’s groups’, but 
are. like their menfolk, very ardent suppor¬ 
ters of the Pakistan People’s Party, Bhutto 
and Benazir. They have, as supporters of the 
Bhutto clan, actively taken part in general 


political movements and issues (as opposed 
to specifically women issues) and have had 
(due to their location in, and with, the coun¬ 
try’s leading industrial city) for a long time; 
a very miliunt, active, participatory and,, 
alive consciousness. ’Ib ignore this reality ia- 
indeed to put blinkers on any ‘women’s’ 
movement in Pakistan. 

An even greater sin committed by the 
authors is to ignore the (mainly) women’s 
organisations active in Sind. Both the 
Democratic Women’s Association and the 
Sindhiani Tehrik arc mentioned only in pa.ss- 
ing in the book. The authors fail to do 
justice to both, ignoring the long history of 
the Democratic Women’s Association which 
claims to have originated in 1952, and by ig¬ 
noring the very active and well-organised 
Sindhiani ’lehiik. The Sindhiani Tehrik is 
probably the biggest women’s organisation 
in the country with possibly the largest 
membership, and definitely with the bigge.si 
following. The .Sindhiani Tehrik can today 
gather from 10-20.000 women at a few days 
notice- WAF would be lucky if it could 
gather one-tenth. Furthermore, the Sindhiani 
Tehrik has its roots in the peasant and petty- 
bourgeois movement in Sind, and has. 
through its links with the Awami National 
I’ariy, access lo a large population, and is 
thus a better representative of exploited 
women than is WAF. Unlike Sindhiani 
Ichrik, WAF is constituted of women who 
aie exploited almost only due lo their sex 
rathci than to the dual exploitation of sex 
and by their location in the .social system. 

The book is written in a narrative-des¬ 
criptive iorm and seems to be a diary of a 
WAFer. I hcre are lots of stories, incidents 
and anecdotes in the book which is low on 
analysis. (About a demonstration in Lahore 
which was broken up by the police they 
wiite: “One of the authors, with no inkling 
of possible police presence or action, had 
taken her 12 vear-old daughter to the march. 
The experience of both mother and daughter 
running down the road hand-in-hand chased 
by baton-flailing police with tear gas shells 
bursting around them, and finally being ar¬ 
rested ana pushed into a police van, is one 
which will never be forgotten. The politicisa¬ 
tion that resulted from that S(X)-yatd sprint 
cannot be matched by any other kind of 
consciousness-raising experience” (p 121).) 
Althougli the book promises to do so, it does 
not dkscuss in sufficient detail, the economic, 
social, cultural and political factors, forces 
and institutions, that give rise to the par¬ 
ticular economic and social condition of 
women raised in the book. Chapter 2, 
‘Pakistani Women in Profile’ which could 
have provided the concrete material back¬ 
ground to the situation in Pakistan is very 
disappointing as it is in the vein of the rest 
of the bchik, superficial. This chapter, again 
in a story-telling fashion, like the test of the 
book, seems to be focused on the western 
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itader adio is unfluniliir with the gqieial 
descriptive conditions of life for women in 
Mdsun. If one had looked for a profile of 
Pdcistani women, one suidy would not have 
found it in this chapter. In subsequent 
chapters when the term ‘women’ is us^, it 
is quite evident that the authors are talking 
about the upper class women of Rikistan. 

Since Islam plays an important role in 
Pakistan, and as WAF itself giw out of a 
reaction of General Zia’s Islamisation pro¬ 
cess, this book has, naturally, a number of 
referees to various aspects and issues 
about Islam. For instance, the authors 
believe that it was ironic that Bhutto who: 
propagated ‘socialism’ would have needed 
Islamic symbols, but later, the authors 
themselves go on to say that, “As long as 
Islam ^ays a central role in Pakistani 
culturenn Islamic framework is a necessity 
and not a choice” (p 158). So why attack 
Bhutto? This attitude towards Islam and 
Pakistani culture; raises the question whether 
feudal values, corruption and exploitation, 
which are also part of Pakistani 'culture, are 
also part of the ‘framework of necessity’? 

This book, then, revolves around a very 
small group of upper class women and what 
they were upto. The book is a propaganda 
organ for WAF and should have been en¬ 
titled, ‘The diary of a WAFer’. On reading 
the book, one does not know who the 
women of Pakistan are and what their pro¬ 
blems are—unless of course, they are the 
*women' caricatured in this book, with their 
own specific ‘problems’. The authors have 
little understanding of economics, sociology 
and politics and since their methodology is 
located in a very bourgeois-moraiistic- 
sufljective framework, they have not even 
been able to locate the Pakistani woman, 
leave alone to define her problems. Furth'r- 
more, the authors seem to be very ignorant 
of the difference between (which is more 
marked in underdeveloped countries), 
women’s rights and feminism. The wester¬ 
nised WAF women arc more at ease and 
familiar with the latter, as their politics 
shows, and thus have failed to involve larger 
sections with them. 

It is indeed quite surprising that a scholar 
of Jamil Rashid’s stature and repute should 
feel about this book the way he does. His 
review starts with a quote from the book 
which constitutes one of the very few 
sentences and paragraphs from the book 
which actually effectively link the social, 
political and economic conditions concretely 
(rather than superficially and generally) with 
the condition of women in ftkistan. Rashid's 
understanding of Pakistani .society and 
economy is quite surprising, for he used to 
be, at least, an astute scholar on Pakistan, 
he argues that along with Baluchistan, the 
province of the NWFP is one of “the two 
least developed and neglected provinces from 
cdonial times. In per capita income, educa¬ 
tion, social services and political power, both 
of these are left far behind!’ This is contrary 
to all facts and to an understanding of 
Mcistani society. Nm only is the NWFP 


more developed than Shul (sons 
Karaclu), terms of per cainta income, 
education, etc, but especially in terms of 
political power, the Pakhtuns are the junior 
partners with the Punjabis in Pakistan. 
Baluchistan and the NWFP ate sgid to be, 
by Rashid, part of the same ‘mode of opem- 
tion’ as far as women are concerned. If in¬ 
deed this ‘mode of operation' (whatever this 
is) is defined by the economic conditions, 
then both Baluchistan and NWFP differ 
very considerably. Nevertheless, it is quite 
true that both are culturally similar and the 
position is indeed backward. The second 
‘mode of operation’ of Rashid is said to 
operate in the more developed urbanised but 
still largely neo-feudalistic (!) province of 
Punjab and Sind. What on earth is this neo- 
feudalism? Is it a new type of feudalism or 
is it a feudalism that has only recently 
emerged? Hard data seem to show convinc¬ 
ingly that Punjab is capitalist. Rashid talking 
about Punjab and Sind aruges that with a 
“patriarchal mode of social relationship, 
even in a pocket of capitalist penetration”, 
{a pocket of capitalist pehetration?!) “men’s 
authority and exploitation of women more 
acutely is quite evident". But not only is this 
quite evidmt in pockets of capitalist penetra¬ 
tion, but also in areas of advanced capitalist 
domination in the west. Only its form is, not 
surprisingly, still very primitive in lesser 
developed .societies. 

This author disagrees quite strongly with 
Rashid on his views on chapter 2. He con¬ 
siders this to be “an excellent micro study”. 
He generally describes the ‘brutality’ on 
Pakistani women, e.specially rural women, 
whose daily chores and routine is narrated 
at sorne length by Rashid. He believes, 
though, that the “majority of Pakistani 
womanhood belongs to the silent and 


'unmentioned peasantry in the rural lueaa 
and the winking class in the industrial cen¬ 
tres”. The majority of women in the working 
class in the industrial centre? This would 
only be possible if th«e was developed 
capitalism and not a ‘pocket of capitalist 
penetration’. This ‘majority’ does not even 
occur in socialist countries, leave alone 
underdeveloped capitalist countries. 

Rashid continues his discussion about a 
‘woman’s worth’ in Pakistani society and 
how she is seen as little more than an object 
of reproduction and is considered a com¬ 
modity owned by her husband. Being the 
seasoned and mature scholar that he is, this 
emotive moralising does not suit him and 
for some reason he fails to see that this sort 
of male-female relationship also existed in 
western societies many centuries ago. Thus 
Rashid surprisingly fails to comment that it 
is the economic and social conditions which 
determine a woman’s (or man’s) position in 
society, and it does indeed take many cen¬ 
turies for the objective development of pro¬ 
ductive forces and for the subjective struggle 
to liberate both men and women. 

Rashid summarises briefly, the history of 
Pakistan as outlined by the authors of the 
book and like them says that “it was during 
Bhutto’s marathon speeches and raising con¬ 
sciousness during the 1970 election hustings 
that women participated actively. It was an 
occasion when women showed their real 
power through marches on the streets...”. 
IVue; but the decade of the 60s saw immense 
changes in the productive relations in 
Pakistan and necessarily the social and 
economic relations also changed. Women 
were indeed greatly affected due to greater 
urbanisation, rural-urban migration, in¬ 
dustrialisation and the development of socie¬ 
ty generally. And indeed Bhutto did play the 
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role of a catu/tt, but the material conditions 
which brought women out (and which laun¬ 
ched Bhutto and brought him to power) were 
already there. This oversight by many 
scholars obscures a great deal of analysis on 
Pakistani society. 

Jamil Rashid al.so sees the channel for fur¬ 
ther action lying in the same organisations 
as do the authors, but he can be forgiven for 
not being aware of the activities of other 


NAVAl. lAlA has given a lengthy rcioinder 
to oui aiticic on the hmpress Mills (tiPW, 
March 19). The rcjoindci, surprisingly 
enough, while eloquently championing the 
cause of employers' rights does noi throw 
any fresh light on the issues and problem of 
the Lmpress Mills. 

In the process of critici.sing our article 
Naval 1'ata has digressed to the question of 
the ‘saciosaricl’ right ol employers to close 
down their sick units But the demand for 
the free exercise of this right should be .seen 
in the context of Indian industrialists using 
institutional finance belonging to the coun¬ 
try (to which workers as citizens also con¬ 
tribute). This finance has been used by in¬ 
dustrialists to build up their industrial 
houses, rake in profits, thus de facto mak¬ 
ing this public finance their own private pro- 
pcity What should we call this hut corporate 
highway robbery? 

As laic as 1978 the Tata nianagemeni of 
bmpress Mills UKik a loan of Ks 5 crorc fnsm 
the IIJHI tor the Lmpress Mills. The 
machinery they bought with this finance was 
largely unutilised as uui article pointed out. 
Having misused such laige sums ot public 
nioiicy, does the iiianagemcnt have no social 
rcsponsibitiiy'’ loday India’s big business 
houses have to ilicir credit more than 
Rs 4,(N)0 crorc of uii|>aid loans. And yet they 
demand the unlettered right to closure! 

lo alleviate the sufferings ol (he leiren- 
ched workris Naval fata has suggested a na¬ 
tional tehahiltialioii fund, partially funded 
by the woikers. Mils approach evades the 
basic caii.se ol rcticnchmcm and iineinploy 
iiient. a poiiii to which we will return latci 
.Additionally it is iiiiporiant to note that to 
theoreiicallv propound such a scheme is one 
thing hut Its iniplciiicniation is altogether a 
diflereni matter f'vcn in the case of the 
rniprc.ss Mills the Ihta management flouted 
the rules guaranteeing workers thou statu¬ 
tory dues ol provident fund. It was only in 
Dccenihcr 1986, after a ca.se was registered 
at iheCiancshpcth police stai ion under sec¬ 
tion 406 and )4 ol the IIH' against the hoard 
ot directois, including Naval Tata hiin.self, 
on the basis ol a complaint rcgisicred hv the- 
office of the regional comniisMoner of pro¬ 
vident tund, that the management deposited 
the required sunt When this is (he situation 
with the I'atas, a hallowed industrial house 
in India, one does not require much imagi- 


groups amongst women in Pakistan. His 
overdi reaction to the book is very enthu¬ 
siastic and feels that this book will be 
translated in Urdu and Pakistani national 
languages such as Sindhi, Puiyabi, Baluchi, 
Pushtu, Seraiki, etc. Little does he realise 
that the content of the book is most aptly 
suited for English, for the people it is about 
and its readership, are most at ease in 
English. 


nation to perceive the fate of the all-India 
scheme mooted by Naval Tata. 

Naval Tata accuses us primarily on three 
counts. Firstly, that we-havc not taken the 
question ot economic viability into account. 
Secondly, that wc have made misstatements, 
and thirdly that ignoring the crisis in the 
whole textile industry we have singled out 
the latas for this ignominy. It appears that 
llita has not read our report carefully. We 
do not claim that any capitalist can run an 
industrial unit which is not viable The 
economics of the cotton textile industr\ may 
not be a.s favourable as it once was. But our 
strong contention is that the Empress Mills 
became unviablc due to sheer and deliberate 
neglect by the lata management and the 
siphoning-off of funds leading to tardy up¬ 
dating of technology and process. Hence the 
central point is noi the “historical inevitabili¬ 
ty of the sickness of old units", but the role 
of specific economic and political forces in 
the decline ol t he viability of the concerned 
tinii- 

Naval Tata states that wc haVc made 
misstatements. Our first misstatement is the 
mentioning ol the Empress Mills' workforce 
as being 22,000 at one point ot time. But in 
his very next statement Ihta cites the same 
figure to prove the tyranny of militant trade 
unionist Kuikar in Empress Mills. Sorab 
Batliwalla acquiesced to a work complement 
of 22,000 I'hcn how does our figure become 
u misstatemenr 

Our point that Ratan Tata's claims of 
negotiating an IPBI loan was only a decoy 
lo fool the workers is considered a iiiLsstate- 
meni by Naval lata. But this is the convic¬ 
tion ot a large number of workers. In the 
tinal year of the crisis the Ihta management 
iiesei made thru |>lans publicly clear. Hence 
woi kcis icmained in the dark about the type 
and extent of modernisation, extent of 
iciicnchmcni and related issues and the pro¬ 
bability of obtaining the IDBI loan. This 
state ol confusion suited both the manage- 
nicni and the RMMS. Even if we assume 
that Ratan Tata made serious eltorts in the 
final thioes ol the crisis, this does not con¬ 
done the several decades of neglect and 
mismanagement. 

Tala's third point is that we have ignored 
the crisis in the textile industry. If he had 
read our report carefully he would have 
noticed that in out introductory paras we 


have mentioned the crisii in the cotton tex¬ 
tile industry. The point that we could not 
cover is the growth and changes in the tex¬ 
tile industry and their relation to the {xesent 
crisis in the industry. The first important 
reason for the sickness and closure of cot¬ 
ton mills around the country was the drain¬ 
ing out of profits by the managements. The 
second important reason was the entry of 
polyester in the textile world. The liberal im¬ 
port of man-made fibres, the encouragement 
given to this bji the central government (ev^ 
in the latest budget) policy, has led to the 
phenomenal growth of Reliance and similar 
companies. This shows that not all sections 
of the textile industry are facing the crisis. 
A certain pattern of growth has beoi decided 
in which priority has been given to man¬ 
made fibres and capitsd-intensive technology 
and this has benefited a section of mill- 
owners. 

All serious studies of India's economy 
have pointed out the suicidal nature of this 
pattern of growth, in which small islands of 
high technology will survive and thrive sur¬ 
rounded by an ocean of backward stagnant 
industry and agriculture. India’s leading in 
dustrialists have supported and gained from 
this pattern of growth, at the cost ot lakhs 
jf workers who have suncred unetnplovmeni 
and increasing disparities. And this growth 
has been financed partially, at lca.s(, from 
the funds siphoned-off from tnc older units. 
But this is a subject for a lengthv study 
which our report of the Empress Mills could 
not cover. 

Naval Thta refuses to take responsibility 
for providing employment for the lakhs be¬ 
ing born every year. According to him the 
solution lies in agriculture, agro-economics, 
small-scale industries and.sclf-cmploymcnt. 
But elementary laws of economics tell us 
that small-scale production with low techno¬ 
logy cannot survive in the face of competi¬ 
tion from large-scale, high technology in¬ 
dustries. Therefore while the Tatas continue 
to expand and reap their crores by moving 
from one profitable sector to another, aban¬ 
doning the older, less profitable ones, in his 
.scheme of things it is the workers who must 
adju.st to the problems of low wages, retren¬ 
chment and unemployment. This policy of 
economic growth is not the creation of the 
government alone. Naval Tata, now, cannot 
shrug off the industrialists' share of the 
responsibility for this pattern of growth, 
from their position in the ‘commanding 
heights of our economy’. 

With regard to Pitel’s comments, it is not 
our central thesis that the absence of mili¬ 
tant trade unionism is fundamentally res¬ 
ponsible for the economic unviability of the 
mills. Any such impression was unwitting. 
Wc do agree that for a meaningful under¬ 
standing it is necessary to place the Empress 
Mills in the context of the changes taki^ 
place in the Indian economy and particularly 
the role of foreign capital in nurturing the 
man-made fibre industry. This rejoinder will 
hopefully clarify his point. Regarding the 
other points in his letter, we feel they were 
not within the scope of our article. 


Empress Mills: What Misstatements? 

Anunidha Ghandy 
Ajit Kumar 
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RALLI MACHINES LIMITED 
NOTICE 


It is hereby notified for the information of the public that Ralli AAachines Limited proposes to make an application to the Central Government 
in the Department of Company Affairs, New Delhi, under Sub-section (S) of Section 93 of the Monopolies and Restrictive Trade Practices 
Act, 1969, for appfoval to its scheme of merger/amalsamation with Rallis India Limited. 

Brief particulars of the scheme are as under: 

(1) Name and address of the applicant Ralli Machines Limited, 

RO. Baroda Rayon, 

Udhna, 

Dist. Surat 394 900. 

Both undertakinss, Ralli Machines Limited and Rallis India 
Limited are managed by their ^pective Board of Directors. 


(9) Management structure of foe unclertalcing(s} proposed to 
be merged/smalgamated 


(3} Capital structure of the undertaking(s) proposed to be 
mnged/hmalgamated 


RALLI MACHINES LIMITED 

Capital Structures as on date. 


Authorised 

Rs. lacs 

Shares of Rs. 100/- each; 

30,000 Equity shares 
^0,000 Unclassified shares 

30.00 

70.00 

100.00 

Issued and Subscribed 


Shares of Rs. 100/- each fully paid-up. 
30,000 Equity shares 

30 00 

RALLIS INDIA UMITED 

Capital Structure as on date 

(Rs. lacs) 

Authorised 

100,00,000 Ordinary Shares of 

Rs. 10/- each 

100 00 

Issued & Subscribed 


95,93.070 Ordinary Shares of 

Rs. 10/- each 

952.31 

Add. Amount paid on forfeited shares 

0 02 
952 33 


;4) Present activities of the undertdking(s) proposed 
to be merged/amalgamated 


(5) Brief particulars of foe proposed scheme of merger/ 
amalgamation, indicating the objectives proposed to be 
achieved 


RALLI MACHINES LIMITED 

The Company is engaged in the manufacture of Ceiling Fans and 
metal cutting machine tools at Udhna 

RALLIS INMA LIMITED 

The business of the Company is to manufacture and sell Pesticides, 
Electric Fans, Petrol Engines, Commutators, Industrial Washing 
Machines, Printed Motors, Pharmaceuticals. Basic Drug^ Gelatine, 
Ossein, Di calcium Phospfiate and to distribute Fertilisers, Phar¬ 
maceuticals, Tanning Materials, Garments and AAarine Products. 

The Company also has distribution arrangements for Fertilisers. 
Electric Fans, stationary and portable AAachine Tools, Electrical ap¬ 
pliances, Ptiarmaceuticals and Housetmld products. The Compiany 
IS a Recognised Export House. 

In the opinion of the Directors of both the Companies the 
merger of Ralli Machines Limited with Rallis India Limited would 
result in economy in administration, efficiency in management, 
sharing of talent and abilities of the staff and management of Rallis 
India Limited, increase in business and widening of the manufac¬ 
turing base and consolidation of finance and other benefits which 
would enable the combined resources of both the companies 
to be better utilised for the purposes of future development 


(6) Details of exchange ratio/consideration proposed for 
shareholders/treditors of the merged/amalgamated 
undertakings. 


The Scheme of Amalgamation envisages the allotment of ten 
Ordinary Shares of Rs 10/ each of Rallis India Ltd credited 
as fully paid in exchange for 4 fully paid Ordinary Shares of 
Rs. 100/- each of Ralli Machines Limited 


Any person interested in the matter may make a representation i^in quadruplicate) to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhavan, Dr Rajendra Prasad Road, New Delhi, within 14 days from the date of publication of this notice 
intimating his views on the proposal and indicating the nature of his interest therein 

RALLI MACHINES LIMITED 
V SONDHI 
DIRECTOR 

Dated this 9th day of May, 1988 


' Prinud by Kriahna Rr) m Modem Ans and Industries, ISI, A Z Industrial Estate; Ganpatrao Kadam Marg, Lower Parel, BombiV 400 013 
and puMiahcd by bins for Samceksha That from Hitkari House; 2M. Shahid Bhaiauingb Road, Bombay-400 031. 
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engine. 
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minimum overall length and 
higher ratio steering. 

excellent traction and positive 
road grip. 

• Bogie type sel^compensatN 1 g 
suspension smoothens ride over 
rough roadi 

• Extensive dealer network for 
service and sparei 
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*State’ within a State 

Over the last 80 years plantations in peninsular Malaysia have been 
allowed to develop their internal social organisations and have a 
high degree of informal autonomy from the political processes. In 
reality, however, their very existence as a ‘state^ within a state has 
to be seen as systems incorporated and nurtured by a broader 
system, in this case the colonial state. 1080 
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India with its unique caste system and strong popular feelings about 
the Indian ‘nation’ has been subject to complex ethnic processes. A 
study of these processes with special reference to the seven 
states of the north-east which comprise a frontier region. 1068 

Many problems often identified as ‘tribal problems’ are in fact 
problems of certain badly exploited eco-regions which affect all 
the people in these regions and not just the tribals. 1054 


Lessons of Mavoor 

The closure of the Birla-owned 
Gwalior Rayons factory in Mavoor 
in Kerala and the ensuing workers’ 
agitation have posed some 
embarrassing questions for the 
Left Front government. The 
situation can be resolved only on 
the basis of a rational industrial 
policy for the state, which the left 
Front government appears 
unable to evolve. lOM 

Centre’s Favourite Sons? 

What are the conceptual problems 
in arriving at a statewise break-up 
of total central plan expenditure 
with a view to determining the 
central contribution towards 
economic development of 
different states? 1078 

Health Nut for All 

Is the West Bengal government 
more concerned with ensuring that 
a Congre$s(l) MP is admitted into 
a public ho.spital out of turn than 
with investigating the rampant 
malpractices and corruption in the 
health system which affects 
thousands in the state? 1056 

Taking the ’Law' to Court 

For all the growth of public 
interest litigation in the country 
little of it has been directed 
at the police. 1052 

Raymond Williams 

He wrote with passion and dignity 
on the problems of recovering 
materialist culture and building 
an alternative tradition. 1058 


Apoliticising the Political 

In formulating the ‘Nine The.ses of 
Social Movements’, Gunder Frank 
and Marta Fuentes conspire 
theoretically to take away political 
consciousness from the exploited 
classes and bestow upon them an 
apolitical force of morality 
and social power. 1089 

Who are the Migrants? 

l.arge-scalc migration, domestic 
and international, will be a 
continuing feature for a long time 
to come. Who are these migrants? 
Why do they move? What do they 
seek and where do they go? What 
do they contribute to the regions 
of in-migration and to their 
home regions? 1061 

Out of the Blues 

The recent spectacular recovery by 
the stock markets cannot be 
dismissed as the handiwork of 
professional speculators. It is the 
combined outcome of sustained 
institutional purchases and the 
announcement of fiscal 
concessions which will have 
a significant bearing on 
corporate fortunes. 1042 

Partners in Accumulation 

The automobile industry is a good 
example of the proposition that, 
given the nature of the Indian 
bourgeoisie, the process of 
capitalist accumulation in modern 
Indian industry cannot be 
accomplished without the 
active association of the 
transnationals. 1044 



LETTER TO EDITOR 


Sri Lanka-India 
Relation^ 

IN recent years relations between India 
and Sri Lanka have become more close 
and to a certain extent even more strain¬ 
ed. The presence of about 1,00,000 Indian 
soldiers and other olticials is causing 
much concern among Sri Lankans of all 
communities. 

I'he recent decades have seen the un¬ 
fortunate worsening of the relations 
among the ethnic communities in Sri 
Latika. Due to oui failure to resolve these 
problems amicably and in time, the ethnic 
conflict became intense after July 1983. 
About l.25,(KK) Sri Lankan lamils went 
as refugees to liimil Nadu, and India has 
ItHsked after them. We admit that we have 
lo blame ourselves for our shortcomings 
in this matter. Sri lankans, specially those 
leading political and military groups, are 
primarily responsible for our piescnt 
troubles. It is the responsibility of Sri 
I ankans to remedv this sad situation. 

We cannot, howesei, fail lo see that 
India too has contributed towards the ag¬ 
gravation of the conflict hca*. Though the 
Indian government denied it, it is now 
common knowledge that India gave refuge 
to the ‘lamil militant groups, enabled them 
to have their military camps there and 
operate from Indian shores. They had 
convmmicatioti facilities for their conflict. 
It IS also generally believed that Indian 
personnel too iiud a hand in training and 
urtning them. It is known that the central 
gtrsvinmeiit and the government of Tamil 
Nadu gave considerable financial aid to 
the militant groups. Would our ethnic 
coiiflict have got so aggiavated and pro¬ 
longed without such Indian support? 
India also contiibuted to the creation of 
wirrld public opinion m a manner that was 
unfavourable to Sii I anka. 

Many here feai that India helped to 
cieate a situation m Sri Lanka which 
would legitimise Indian armed interven¬ 
tion. I'lieii inictesis in this were not merely 
an undeisiandable concern for the rights 
of the lamils. oi the preservation of the 
unity, integrity and independence of Sri 
Lanka. Thes were appaiently concerned 
about Indian secuiity, given Sn Lanka's 
recent foreign policy and alliances. Ihe 
Indian govcinment exerted military and 
diptomatic pressure to make the govein- 
mem of Sri Innka accept tin unequal tn’a- 
tv specially in the letters exchanged bet¬ 


ween prime minkster Rajiv Gandhi and 
president Jayewardene. 

Today many in Sri l.anka are specu¬ 
lating as to why the Indian Army is unable 
to complete its responsibility of di.sarm- 
ing all the Tamil militant groups. Worse 
still there are open accusations of the 
IPKF being partial to some of these 
groups, and of using them against the 
LTTE. On the other hand, the IPKF is 
said to be rather inactive when Sinhala 
and Muslim civilians are killed by some 
of the armed groups. There are allegations 
of misbehaviour by the Indian forces, such 
as killing of civilians, ill-treatment of per¬ 
sons. taking away people’s property, etc. 
When the IPKF deals thus with Sri 
Ijinkans, Indian sources that were quite 
vociferous against abuses by the Sri 
Lankan security forces, now .seem rather 
silent. The Sri I.ankan Tamils are the 
worst affected by thi.s. 

Many in Sri Lanka arc wary of the 
Indian intentions. Are they incapable of 
handling a guerilla situation w'hich they 
themselves helped build up? Or are they 
unwilling to deal with it; or worse still are 
they making use of it to prolong thcii stay 
and achieve their own military or political 
objectives? There is a deep-seated fear of 
Indian hegemony and Indian expan¬ 
sionism. The movement of persons and 
ol goods between India and the northern 
and eastern provinces of Sri Irinka is 
presently without any signilicatii 
checks—not even custom.s, passpotis and 
visas. 

The .statements of Indian leadcis con¬ 
cerning their good intentions are taken 
with a pinch ot salt—given past denials 
ol militant bases, and the actions of (he 
Indian and Tamil Nadu governments since 
198.1. ('an we exclude less altruistic 
motives at certain levels of the Indian 
political, diplomatic, intelligence or 
military hierarchies? The situation is fur¬ 
ther complicated by the Sri Lankan issue 
being made a matter of political cam- 
paigmng and bargaining in Tamil Nadu 
and even at Indian central government 
level. 

We believe most Indians want Indo-Sri 
1 anka relations to be one oi peace and 
good iieighbourline.ss. We arc in favour of 
the implementation of the Indo-Sri Lanka 
Accoid foi the settlement of the relation¬ 
ship among the Sinhalese, Tamils and 
Muslims in Sri Lanka. But we think that 
Sri 1 anka should ii«t be subordinate to 


India. We would welcome reciprocal rela¬ 
tionships as between two independent 
neighbouring countries. 

We desire in a special manner that the 
IPKF too be subject to an impartial 
monitoring authority. This could b: an 
Indo-Sri Lankan body or an international 
one like the International Committee of 
the Red Cross. The fact of the IPKF be¬ 
ing not accountable to any such impar¬ 
tial agency is not good for Indo-Sri Lanka 
relations and even for the fair name of 
India. 

The government of India should hasten 
the implementation of its responsibility 
under the Accord. This would enable the 
IPKF to leave Sri Lanka in a situation in 
which Sri Lankans could resolve their 
issues justly and democratically. The 
longer the IPKF remains here, and that 
in a somewhat partisan manner, the 
greater are the risks of India assuming a 
dominating and even imperialistic role— 
which we trust would be repugnant to 
mo.st Indians. 

Fr TrssA Bai asuriya 
Bkrnai-li-n Suva 

Centre for Society and Religion, 
Colombo. 
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For Whom the MPs Weep 


O pposition parties, including those of the right such as the 
BJP, are generally ready with their criticism of the govern¬ 
ment's economic policies as being pro-rich and anti-poor. It is 
therefore curious, to say the least, that a study group of MRs 
should be coming forth with recommendations every one of 
which would further reduce the incidence of taxes on some of 
the richest sections of our society. 

It is well known that a scandalously large number of people 
with incomes and wealth substantial enough to bring them well 
within the tax net manage with ease to evade paying taxes; 
further, the incidence of direct taxes on even those who do pay 
taxes is disproportionately small given their level of econoniic 
prosperity compared to that of, say, nine-tenths or even more 
of the country’s people. It is also no secret that the orientation 
of the government’s economic policies in recent years has led 
It to reduce further the taxes on the rich and the relatively rich, 
even at the cost of creating a severe shortage of resources to 
finance essential development and welfare programmes. Against 
this background what do we find the study group of MRs on 
direct taxes recommending? The MPs ask for a reduction in 
tax on profits distributed as dividends by companies, fur 
abolition of the gift tax, for relief in the method of valuation 
of assets for calculation of wealth tax and for doing away 
with tax deduction at source on dividends. And, what is worse, 
these so-called representatives of the people want to offer 
these bonanzas to the rich in the name precisely of equity 
and justice. 

One of the injustices and inequities which most trouble the 
conscience of the MPs is the one they perceive in what they call 
‘double taxation of dividends’. By way of redressal they urge 
cither a reduction in the rate of corporate tax on company profits 
distributed as dividends or offer of a tax credit to the dividend- 
receiver for the tax paid by the company. Already, in the name 
of encouraging saving and investment, there exist a range of tax 
concessions for income in the form of dividend and interest 
which have had the perverse consequence of extending preferen¬ 
tial tax treatment to income from property or unearned income 
as compared to income from work. The MPs now want such 
preferential treatment to be further enlarged. Their argument 
■hat a differential rate of tax in favour of dividends will broaden 
the ownership of industry and check the concentration of 
economic power will make even the most thick-skinned pro¬ 
pagandist on behalf of the FlCCl blush. But accepting the 
argument for the moment, why not create the same differential 
by raising the late of tax on the undistributed part of the profits 
of companies? The MPs will presumably find this suggestion, 
which will raise the average rate of tax on company profits, 
shocking. In fact the MPs’ solicitude for dividend-earners knows 
no bounds: they would also like the government to do away with 


the system of deduction of tax at .source on dividends because 
“it is a source of botheration" for the dividend-earners to 
“preserve and produce little counterfoils of dividend warrants 
with their tax returns". To save the poor dividend-earners this 
“botheration’’ the MPs would happily put up with large-scale 
evasion of tax on dividend incomes which is the reason why the 
system of tax deduction at .source was introduced in the first 
place. Surely, the MPs cannot be unaware that the category of 
dividend-earners, whose lives they are so anxious to make easier, 
belong, economically speaking, to the top one per cent of the 
country’s population and their incomes, wealth and consumption 
levels are many, many times higher than tho.se of the average 
Indian. Yet the MPs consider themselves perfectly justified in 
advancing special pleas on behalf of this section and that too 
on grounds of equity and justice. 

It is breath-taking how far the MPs are prepared to go in 
taking leave of common sense in their advocacy on behalf of 
the rich. They want the gift tax to be abolished lock, stock and 
barrel and this time the argument is that the gift tax had been 
originally introduced to prevent evasion of estate duty and since 
estate duty has itself been abolished the gift tax too should be 
dispensed with. Inheritance taxes, such as the estate duty, are 
a device used by even the most conservative bourgeois regimes 
to moderate to an extent the passing on of accumulated wealth 
from generation to generation. The government of India’s 
decision two years ago to abolish the estate duty was thus a 
shamelessly retrogres.sive step by any standards. The MPs, 
however, are not concerned with securing the reversal of this step 
but plead that the process of lightening the taxation of the rich 
be carried even further by doing away with the gift tax as well. 
In this respect one should compliment the government for being 
rather more ‘progressive’ than the MPs in that it has this year 
brought back the e.state duty in an attenuated form as a tax of 
transfer of wealth. Consider, again, the MPs’ concern for 
modifying the procedure for valuation of property for purposes 
of wealth tax a.ssessment which yet once again they find to be 
“irksome and in many ways inequitable”. F«r instance, thQr point 
out, the practice of valuing shares at the market price prevailing 
at the end of the financial year results, in particular years, in 
the share-owner’s wealth tax liability going up as a result of'rise 
in the prices of his shares even though, according to the MPs, 
“he is in no way better off”. Shares represent one of the most 
tangible, liquid assets and it passes comprehension how it can 
be maintained that the owner of shares is “in no way better off’ 
when the prices of his shares go up? Once again even the 
most ardent partisan of private industry and business would 
hesitate to make so specious an argument, but not our 
MPs apparently. 

It is unnecessary to go on examining the recommendations of 
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the MPs’ study group, but it is important 
to draw some political conclusions from 
them. Many of the MPs constituting the 
group will be loth to ask for these con- 
ces.sion.s for the rich openly in public but 
given the anonymity of a committee they 
are evidently less inhibited about reveal¬ 
ing where their real sympathies lie. The 
study group’s report also brings out the 
extent to which our politicians of all hues, 
of the parliamentary variety at any rate, 
have internali.scd the requirements of the 
bourgeois system, accepting without ques¬ 
tion, and without regard for whether any 
alternatives exist, what is considered to be 
in the interests of the saving and investing 
classes or what is thought likely to en¬ 
courage investment in equity shares and 
the growth of the capital market as being 
in the general public interest. In turn this 
exposes how narrow actually arc the limits 
of the socio-political change possible 
within the present political set-up. Come 
the next elections, it is not beyond the 
realm of probability that some of the 
oppo.sition MPs who were members of the 
study group would occupy the treasury 
benches in parliament and a few of them 
may even be part of the new government, 
but will that make the smallest difference 
in terms of the classes whose Interests the 
government and the state machinery will 
be seeking to advance? 

TRIPURA 

Lesson for CP1(M| 

NOW that the CPl(M) is beginning to 
learn in Tripura what it means to be under 
army rule, one hopes that it comes out 
trom Its narrow partisan groove and ex¬ 
presses solidarity with other sections of 
the Indian people who have been victims 
of aimy atrocities for the last three 
decades—the Nagas and Miros—whom 
the CPI(M) had tended to dismiss as 
secessionists who needed to be controlled 
by the Indian army. 

The former chief minister o( Iripura. 
Ni ipen Chakraborty, a veteran cotnmuni.st 
who was associated with a successful 
inbal guerilla movement again.st the 
militarv in Tripura from 1948 to 1951, has 
in a lettei written recently to the president 
nt India drawn the latter's attention to 
militarv atiocities in Tripura. Forty years 
ago, Niipeii Chakraborty’s party took to 
arms to Hght the military. 1bday, his party, 
the CPl(M| is apivealing to the president 
to .save its cadres. The difference in 
responses indicates the sea change that the 
Indian parliamentary communists have 
undergone--both in ideology and praxis. 

Nripen I’hakraboriy's letter to the 
president says; "Now, sections of the army 
which was held in high esteem as a 


patriotic force, are being used dy the party 
in power for serving its narrow party in¬ 
terest. Atrocities and inhuman army 
harassment are being reported from the 
different compact tribal areas.” 
Chakraborty then gives instances of such 
army harassment—arbitrary arrests, gang 
rape of tribal women, sadistic torture of 
arrested people, all the familiar forms of 
atrocities that had been the common lot 
of Naga villagers all these years. 

Referring to these cases of army 
atrocities, the CPI(M) says: ‘The Hripura 
tortures and lawlessness constitute the 
beginning of the blatant authoritarian 
drive against the constitution and 
democracy” (People’s Democracy, 
editorial. May I), ‘^ginning’? Has the 
CPl(M) forgotten the ‘lawlessness’ that 
prevailed in Delhi from October 31 to 
November 5, 1984 when thou.sands of 
Sikhs were massacred by Congress(l) 
goons while the Indian armed forces stood 
a.s idle spectators? Has the C'Pl(M) forgot¬ 
ten the ‘tortures’ suffered by villagers of 
Oinam in Manipur at the hands of the 
As.sam Rifles (the same force which 
Nripen Chakraborty accuses in his letter 
of indulging in gang rape of tribal women) 
in July-August 1987? Surely the CPIfM) 
must have read reports about the petition 
on these atrocities filed by the Naga Peo¬ 
ple’s Movement for Human Rights 
(NPMHR) at the Gauhati High Court, 
were the case is still pending. Has the 
CPI(M) forgotten the “drive against the 
constitution” when in May 1987 the cen¬ 
tre arbitrarily dismissed a popular elected 
government in Punjab and imposed presi¬ 
dent’s rule? Were not these adequate signs 
of the ‘beginning of the blatant 
authoritarian drive' which the CPI(M) is 
discovering today in IVipura? Or, did the 
CPI(M) choose to ignore them as signs 
just because the Sikhs who were killed in 
Delhi in 1984 were not members of the 
CPI(M), the Nagas of Oinam did not 
belong to the CPI(M), the ousted Rarnala 
ministry of Punjab was not a CPI(M) 
ministr>? 

It is odd, and sad at the same time, that 
the CPl(M) never chose to condemn army 
atrocities in Nagaland and other parts of 
north-cast India all these years. In 1982, 
the Indian army indulged in widespread 
torture, sexual assaults, abduction, defile¬ 
ment of religious in.stitutions in the Naga- 
inhabited areas of Ukhrul district of 
Manipur, reports about which came out 
in the newspapers. Strangely enough, the 
CPI(M)'s 11th Congress which met the 
same year, completely ignored the in¬ 
cidents. Instead, it came out with a resolu¬ 
tion on ‘Tribal Unrest’, where it referred 
to the “growing unrest in the tribal areas 
of the country, especially in the north¬ 
eastern region” and added that these areas 


were “proving ideal ground for some 
foreign Christian missions to spread the 
message of senuiatism from the rest of the 
country”. 

Nripen Chakraborty’s later refers to the 
army which “was held in high esteem as 
a patriotic foreef’. Did the Naga and odier 
tribal victims of army persecution in 
north-east India regard the army as a 
‘patriotic force’? Is it only after army 
harassment of CPI(M) cadres in THpura, 
that the CP1(M) today is realising that the 
Indian armyjs a tool of the ruling powers 
which will use it to serve their “narrow 
party interest”? 

The various small civil liberties groups 
operating in different parts of India had 
shown a better sense of judgment than the 
CPI(M). Tfao' had been consistently, and 
against heavy odds, drawing public atten¬ 
tion to the role of the army and the 
dangers of increasing militarisation of the 
state’s repressive forces. Their attempts to 
approach the CPI(M) (as well as other 
Opposition parties) for condemning army 
atrocities on civilians in isolated parts of 
the country (like Nagaland and Manipur) 
had yielded little responses—and had 
often been branded as 4nti-nationaT. The 
civil liberties groups do condemn the army 
atrocities in Tripura today—as they had 
done earlier elsewhere. But they expect at 
the same time that the CPI(M) leaders 
tune their ears to the cries of agony from 
other victims of army repression. Sym¬ 
pathy and solidarity with these victims are 
essential for the CPl(M) as well as other 
left parties, if they want to build up a 
broad-based popular movement to protect 
their respective bases from the military- 
backed “authoritarian drive against the 
constitution and democracy”. 

MEDICAL NEGLIGENCE 

Unasked Questions 

THE death of the AICCI(l) genera 
.secretary K Vasudeva Panicker and the 
promptness with which subsequent actior 
was taken nudges into life some dormami 
questions. Panicker died after he was ad 
mini.stered an injection which had beer 
prescribed by the head of the department 
of medicine at the Lok Nayak JaiprakasF 
Narayan hospital but administei^ by a 
physician known to the family. Panickei 
had been diagnosed as having TB nodute: 
in the neck and his death was suspected 
to have been due to the injection of what 
was believed to be streptopenidllin. It wa,< 
thought that streptopenicillin had beeii 
administered without a sensitivity test foi 
penicillin. As it turned out, the injectioc 
in question was indeed plain streptomycin 
and not its combination with penicillin. 
In any case, not only was the doctor whe 
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administered the iojection promptly ar¬ 
rested but inquiries were instituted 
without delay. 

It is indeed commendable that the 
authorities took immediate-action. Thor 
were, one notices, in no way constrained 
by even a modicum of doubt that the 
death may have been due to the natural 
.-ourse of the disease. But would they have 
taken similar action in the case of another 
individual not so well-connected? The 
I J Hospiul deaths, for instance, may well 
have gone unnoticed had it not been for 
an enterprising reporter. And c«tainly, as 
the Lentin commission report brings out, 
nobody seems to have shown any sense of 
urgency to investigate the matter. Similar¬ 
ly, in West Bengal, while doctors have 
been pulled up for denying admission to 
MPs because there was no vacancy in the 
hospital, dozens of instances of inefficien¬ 
cy or malpractice have gone unquestioned 
when the victims have been less powerful 
(see report on p 1056 in this issue). For 
an ordinary citizen, registering a com¬ 
plaint against the medical establishment 
is something of an obstacle race. And cer¬ 
tainly the authorities will not deal with 
such a complaint with the promptitude 
with which I^nicker’s doctor was arrested. 
.\nd what of the numerous everyday oc¬ 
currences where due to medical negligence 
patients suffer from iatrogenic diseases, 
cross infections and prolonged agony? 

The entire episode also draws attention 
to another matter. Immediately after the 
death it was suspected that the drug that 
was 'idministered was streptopenicillin. In¬ 
terestingly, streptopenicillin is among the 
drugs which were recommended for a ban 
by the drugs consultative body many years 
ago. The reasons for seeking the ban were, 
on the one hand, the likelihood of misuse 
of streptomycin, a drug which should be 
used as a specific drug against tuber¬ 
culosis. and, on the other, the danger of 
penicillin being used on patients who were 
sensitive to the drug. And yet because of 
the machinations of the drug industry the 
government has permitted such drugs. 
»hich are unnecessary and potentially 
hazardous, to continue to be produced. 

OFFENCE 

Mot Convincing 

ON April 16 defence minister K C Pant 
spelled out the government’s case for 
augmenting Indian naval strength. Refer¬ 
ring to the massive presence of 'extra- 
tcgional navies’ in the Indian Ocean he 
said, “the navy cannot hope to safeguard 
the country’s maritime interests if it were 
to be a coastal ocean force. It necessarily 
has to be an open ocean force capable of 
ttafeguarding the trade routes and taking 


care of other legitimate security interesu” 
Pant stressed that "we will constantly 
build our navy so that persuasion is not 
only in words”. According to a govern¬ 
ment statement in parliament on May 5, 
in March 1988 there were 181 foreign ships 
in the Indian Ocean in<;luding the 
Gulf—71 of the US, 40 of the Soviet 
Union. 33 of France and 18 of Britmn. 
These Hgures, it would appear, buttress 
the case for upgrading Indian naval forces. 
But the inference deserves cio.ser 
examination. 

The annual report of the ministry of 
defence for 1987-88 talks about three areas 
of global rivalry which are “of great con¬ 
cern to us”: the Gulf region, the Indian 
Ocean and Pakistan. And yet the govern¬ 
ment of India has been conspicuously 
silent on the US naval attack of April 18 
on Iranian oil installations and the US 
threat of an ‘all-out war’ against Iran. 
India has also fought shy of condemning 
the Reagan administration’s decision to 
order the US navy to “protect neutral and 
non-communist merchant ships” against 
Iranian attacks. Since 1984-85 India has 
ignored the acquisition of base facilities 
by the big powers in this region. Even the 
ritualistic reference to the air-naval base 
at Diego Garcia has been discontinued in 
the annual reports of the ministry of ex¬ 
ternal affairs since 1984-85. Even when the 
US nuclear weapon ship Kitty Hawk paid 
a visit to Karachi in January 1987, the 
Indian government expressed its concern 
three days after the F^kistani press had 
disclosed the ship’s arrival. L.atcr it was 
revealed that the Indian government had 
in fact been informed of the ship’s visit 
to Pakistan in advance by the US. 

Most important, since 1984, belying the 
government’s claims of being concerned 
about the presence of outside powers in 
the Indian Ocean, the government has 
been permitting foreign naval ships, some 
of them nuclear weapon carriers, from the 
US, the Soviet Union, France, etc, to dock 
at Bombay, Cochin and Visakhapatnam 
for rest and recreation. While in 1986 eight 
ships visited Indian ports, in 1987 as many 
as 30 ships from 19 countries used our 
ports. In response to a pointed question 
in parliament on January 15 the minister 
of state for defence said that the govern¬ 
ment “hopes that the requests for host 
facilities will not be solicited for vessels 
which have nuclear weapons on board”. 
In other words, instead of being insisted 
upon as a precondition, it is now being 
left to the goodwill of these countries that 
they would not seek the hospiulity of 
Indian ports for nuclear weapon carrying 
ships. Even a small country like New 
Zealand in 1985 stuck to its demand for 
certification by the US that any naval 
vessel entering New Zealand ports would 


not carry nuclear weapons. Since the US 
refuses to contply with such a demand, 
several countries simply pretend that while 
asking for faciiities for its ships the US 
would be mindful of the policies of the 
host country. India has joined the ranks 
of these countries. It is well known, for 
instance, that the French aircraft carrier 
’Clemenceau’ which visited Bombay port 
in January carries nuclear arms. 

It would take more than convoluted 
reasoning to explain how augmentation of 
the country’s naval prowess so as to 
counter the big power presence in Indian 
Ocean can be achieved through depen¬ 
dence on the same big powers for equip¬ 
ment, vessels, components, ammunition, 
etc. Be it the aircraft carrier Kl/mr/ or the 
nuclear-powered submarine, or naval 
reconnaissance aircraft or frigates, India 
is dependent on the west or the Soviet 
Union. While the Soviet Union remains 
our single major source of supply of arms 
and defence equipment, our dependence 
on the west has grown. 

To this dependence on the big powers 
for augmenting the country’s naval fleet 
must be added the government of India’s 
economically weakening bargaining posi¬ 
tion with the debt service ratio touching 
25 per cent and with growing dependence 
on western markets for exports and 
credits. In other words, it is well nigh im¬ 
possible to think of a situation where the 
government will be in a position to flex 
its muscles against the big powers. What 
is altogether more plausible is that the 
Indian naval build-up is directed not so 
much at the ‘extra-regional powers’ but at 
the countries in our own neighbourhood. 
The technological upgrading of the 
defence forces being undertaken by India 
is actually compelling an arms race in the 
region. According to SIRPI, south Asia 
now has the dubious distinction of over¬ 
taking west Asia as the region that im¬ 
ports the most weapons. And in turn this 
is only helping the big powers to con¬ 
solidate their foothold in the region. At 
a meeting of the UN Disarmament Com¬ 
mission on May 4, Pakistan spoke of 
India’s “acquisition of aircraft carriers and 
nuclear submarines” which give rise “to 
legitimate concern”. According to the 
Pakistani delegate, “such vessels can serve 
as platforms for nuclear delivery vehicles 
as well as instruments of coercion and 
blackmail against smaller and weaker 
states”. Bangladesh spoke in the same 
vein, though more obliquely, while pro¬ 
posing that as a corollary to making the 
Indian Ocean a ‘zone of peace’, the Bay 
of Bengal must he made “a pocket of 
peace since it is Bangladesh’s major outlet 
to the world”. The Bangladesh-delegate 
referred to acquisition of nuclear sub¬ 
marines by India as a “destabilising 
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development”. The character of the 
regimes in power in these two countries 
notwithstanding, it would be erroneous to 
dismiss these fears as groundless. 

POLITICS 

PM’s Palace Guard 

THE Nehru dynasty has finally come of 
age. It has taken a leaf out of the book 
of another ruling dynasty, which had had 
better experiences in crushing opposition. 
Francois Duvalier, or ‘Papa Doc’, and his 
son Jean-C'laude Duvalier ruled Haiti for 
29 years with the help of the notorious 
National Security Volunteers, commonly 
known as ‘tonton macoutes’ who saw to 
it that no opponents of the Duvalier 
family remain^ alive in Haiti. 

The Kajiv (iandhi government has now 
given legal status to a three-year old para¬ 
military force called the Special Protec¬ 
tion Ciroup (SPG) which is meant to pro¬ 
vide "proximate security to the prime 
minister of India and the members of his 
immediate family and fur matters con¬ 
nected therewith”. The SPG will not be 
under the control of the home ministry 
(which looks after the police and para¬ 
military forces), but under the prime 
minister. The Special Protection Group 
Hill, 1988. which was pa,sscd by the I .ok 
Sabha on May 10, provides immunity to 
members of the SPG against whom "no 
suit or prosecution” can be instituted in 
the courts. The bill also lays down that 
“it shall be the duty of every ministry and 
department oi the central government or 
the state government or the union territory 
admmistraiion, every Indian mi.ssion, 
every IcK-al or other authority or every civil 
or military authority to act in aid of the 
Director or any member of the Group 
whenever called upon to do so in fur¬ 
therance ot the duties and responsibilities 
assigned to such Director or member”. In 
other words, the Group will have the en¬ 
tire state machinery at its command. 

Members of the SPG will be from 
police and para-inilitary forces, as welj as 
“any person" other than these forces. .Ac¬ 
cording to the government, the “single 
specialised agency” consists of "highly 
motivated individual.s”. The total strength 
of the group at the moment is J,400, and 
the di.sclosed expenditure on it had gone 
up from Rs 3.64 crore in 1985 (when it was 
set up) to Rs 4*68 crore in 1987. 

Althsnigh P C^dambaram, the minister 
of state for home, while defending the bill 
in the Lok Sabha said that it was a “very 
simple and non-controversial bill”, its im¬ 
plications arc quite ominous. For the first 
time, the prime minister will have under 
his total control a special body of armed 


personnel answerable only to him—a 
force which he can always fall back upon 
if he is ever threatened bj/ loss of ingjority 
support in parliament which under the 
constitution could lead to his ouster. This 
is well within the realm of possibility, as 
the Janata MP S Jaipal Reddy pointed out 
during di.scussions in the Lok Sabha, 
recalling the declaration of Emergency in 
1975. What needs to be added is that 
Indira Gandhi in the midst of reports of 
her party’s eleaoral losses in the 1977 
general elections, in a bid to prevent the 
opposition from forming the government, 
was reported'to have approached the army 
to take over and protect her continuation 
in power. The army chief was believed to 
have refused to intervene at that stage. To 
prevent such an eventuality, Rajiv Gandhi 
can be suspected of building up his own 
para-military henchmen to secure his posi¬ 
tion. But this could lead to a civil war 
situation, given the trend of growing con¬ 
flicts that are developing between presi¬ 
dential powers and the prime minister’s 
rights, and the disgruntlement among the 
armed forces over their deployment in Sri 
Lanka, or to contain civil disturbances. 
From the present stage of mere theoretical 
arguments, these disputes and disaffec- 
tions might spill over to active conflicts. 

This again is not as “far-fetched” as the 
Congress(l) MPs alleged during the debate 
in the Lok Sabha over the SPG bill. Only 
five days before the Lok Sabha debate- 
on May 6—there was a bloody confron¬ 
tation towcen the Delhi traffic police and 
a para-military force, the National 


BUSINESS 

STOCK MARKET 

Asking for More 

CONFIDENCE, it is often said, is a 
tender plant slow to revive once it withers. 
But the stock market scenario has under¬ 
gone a dramatic change in a matter of a 
lew week.s. The market is once again 
pulsating with life, presenting a picture of 
lobu.st confidence which contrasts sharply 
with the feeling of utter despondency that 
pervaded the market till about the end of 
March when quite a few equity price in¬ 
dices touched new lows in the major 
downward trend which had been in 
esidcncc since February 1986. 

Indeed, the market has staged a spec¬ 
tacular comeback since the beginning of 
April. By May 16, the Financial Express 
equity price index for Bombay had moved 
up by 12.9 per cent and the all-India index 
by 11.5 per cent, retracing 5S.7 per cent 
and 37.5 per cent respectively of the total 


Security Guard on the streets of Delhi. 
The fight erupted after the traffic 
policemen had stopped a jeep of the 
National Security Guard (NSO) men to 
allow a convoy of VVIPs' accompanying 
the Afghanistan president, Najibullah, to 
pass towards Palam airport. Hie NSG 
men retalitated by roughing up the traf¬ 
fic cops, which ended in the latter landing 
up in hospitals with bashed heads and 
faces! 

It is important to note that the traffic 
police or other members of the police do 
not enjoy the immunity which is granted 
to para-military forces like the National 
Security Guard or the recently legalised 
Special Protection Group for the prime 
minister’s protection. SPG personnel can¬ 
not be prosecuted in the courts for any 
misdemeanour. Under the SPG bill, “no 
suit, prosecution or legal proceedings shall 
lie against any member of the group who 
does anything which is in good faith 
done...” 

Incidentally, the same provision of 
“good faith” had been invoked to protect 
South African military personnel and 
security police in Namibia. Although 
Rajiv Gandhi indulges at international 
conferences in the usual rhetoric against 
apartheid in South Africa, he does noi 
hesitate to borrow from that same regime's 
statute books, laws to protect his .special 
minions, giving them legal immunity from 
prosecution for acts which jeopardise the 
life of innocent Indian citizens, but which 
according to him, might have been com¬ 
mitted “in good faith” to protect him. 


bear market decline from the February 
1986 peak. The sharpest rise has been 
recorded by the Bombay Stock Exchange 
sensitive index—31.3 per cent between 
March 29 and May 16, retracing 44.5 per 
cent of the fall from its all-time high 
mark. While the Financial Express indices 
have still to improve upon their mid- 
January highs—the Economic Times in¬ 
dices arc way behind—the BSE sensitive 
index is back again at the point where it 
stood at the end of April 1987. 

lest one gets away with the impression 
that the market has perform^ some very 
rare feat it needs to be pointed out that 
the rally from the December low which 
lasted till about the middle of January was 
sharper in terms of amplitude as well as 
time span. Between December 11 and 
January 13, the Financial Express index 
for Bombay rose by 18.7 per cent and the 
all-India indet by 15.8 per cent. However, 
despite the sharp upswing early in the 
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ytar, induced in no small measure by 
substantial institutional support, the 
market could not get over the feeling of 
despondency. The stock exchange frater¬ 
nity as also the investor community con¬ 
tinued to be obsessed with the crisis of 
confidence which manifested itself in per¬ 
sistent disinvestment selling and disap¬ 
pointing public respon.se to new issues. 

Once the rally started petering out, the 
subsequent decline was generally inter¬ 
preted as the resumption of the major 
bear phase. And when some of the equity 
price indices made new lows in March, 
most technical analysts felt convinced that 
the‘end of the bear market was still 
nowhere in sight. The renewed vigorous 
upsurge since about the beginning of 
April has upset their calculations. Or¬ 
thodox technical analysts can, of course, 
still argue that the decisive breakthrough 
by the BSE sensitive index is not enough 
atid that the other equity price indices 
(.ompilcd by the Financial Express and 
tconomic Times will have to decisively 
pierce through their mid-January highs 
to indicate the reversal of the primary 
trend. 

Be that as it may, the recent spectacular 
recovery from the March lows can by no 
means be dismissed as the handiwork of 
some professional speculators. It reflects 
essentially a significant change in the fun¬ 
damentals which have an important bear¬ 
ing on the outlook for equities. Sustained 
massive institutional purchases of a large 
nun'ber of scrips have resulted in a mark¬ 
ed decline in the floating stocks of shares 
which constitute an important segment of 
the market in terms of the total volume 
of business on the stock exchange. There 
has thus come about a basic change in the 
demand-supply equation. 

Another factor which has contributed 
immensely to the change in the outlook 
lor equities and has made a profound im¬ 
pact on the general market psychology is 
the announcement by the union finance 
minister N D Tiwari of important fiscal 
concessions which have an important 
bearing on the fortunes of the corporate 
scaor. Unquestionably, the reintroduction 
of the investment allowance .scheme, com¬ 
plete exemption of export profits from 
minimum tax liability, lax holiday for 
ccnt-per-cent exporting units, exemption 
of profits of power generating and 
distribution units from rigours of Section 
ns J and relief to the hotel industry—all 
ihese are major concessions. Companies 
with expansion and diversification plans 
and export-oriented units stand to gain 
immensely from these concessions and the 
shares of these companies rank high 
among the popular market counters. 


The further relaxation of curbs, effec- 
tiw May 6, on trading in specified scrips 
stipulated in the second stage of the 
second phase of the Dave Committees 
recommendations—increasing the carry¬ 
forward facility from Rs 25 lakh to Rs 50 
lakh per broker—has led to a marked in¬ 
crease in the turnover which in turn has 
made a favourable impact on the general 
trading sentiment in the changed market 
environment. It is not just speculative ac¬ 
tivity that has increased very substantially 
but there are also distinct indications of 
revival of investor interest. Inquiries with 
stockbrokers show a marked increa.se in 
business in cash scrips. Investors who had 
long since been keeping off the market are 
now eagerly looking for shares which are 
quoted at a discount but have a good 
potential. In several scrips discounts have 
declined significantly. That occasional in- 
stitutionaUelling by way of bargain hun¬ 
ting should have been readily absorbed 
without affecting the trading sentiment is 
a good measure of the reviving confidence 
in the market. 

Massive institutional purchases, largely 
at government instance, over the past few 
months and the generous fiscal conces¬ 
sions appear to be a part of a carefully 
planned strategy for reviving the secon¬ 
dary market and thereby the capital 
market. Currently, the market environ¬ 
ment is fully surcharged with optimism on 
various counts. Official pronouncements 
point to continuing expansion of the 
scope of industrial dciicensing. I'hc 
finance minister statcfl the other day that 
libcrali.<iation of import of technology and 
foreign investment would be initiated to 
bring about a technology revolution. 
Several changes in pricing and fiscal 
policies are said to be under the considera¬ 
tion of government to give an impetus to 
growth of various industrial sub-sectors. 
The Planning C ommission is reported to 
have initiated a dialogue with associations 
of various industries to give concrete 
shape to its policy of going in for well- 
designed intervention in selected enter¬ 
prises for maximising their production 
potential. 

The announcement of another package 
of concessions specifically aimed at the 
revival of the capital market is almost 
taken for granted. The industry is said to 
be vehemently supporting the cause of the 
stock exchanges and business organisa¬ 
tions which are known to have made 
repeated representations to the finance 
ministry seeking specific reliefs pertain¬ 
ing to taxation of dividends and dividend 
income and capital gains to promote the 
cult of equity through investment in new 
issues. The industry ministry is reported 


to have submitted a note to the finance 
ministry pointing out that in order to pro¬ 
mote industrial growth it is not sufficient 
to go ahead with delicensing of a wide 
range of industries and liberalise pro¬ 
cedures for setting up of industries. These 
measures will have to be accompanied by 
a corresponding stimulus to the capital 
markets to ensure that sufficient resources 
are available to the corporate sector. The 
revival of the capital market is considered 
imperative since financial institutions will 
not be able to meet the entire demand of. 
the private sector for funds. The industry 
ministry is said to have made a strong plea 
for complete tax exemption on corporate 
dividends, increase in the ceiling for ex¬ 
emption on investment in new issues to Rs 
20,000 and abolition of capital gains tax 
in case of reinvestment in shares. The 
stock exchange fraternity could not 
possibly have found a better champion of 
their cause. The industry ministry’s sug¬ 
gestions. if accepted, would go a long way 
in imparting buoyancy to the capital 
market. 

The stock market is in high spirits. If 
the monsoon is on time, as is widely 
forecast, bullion fervour will receive a 
further big boost. 


AUlXiMOBll.E INDUSIRY 

Dependent Development 

THE automobile industry was assigned a 
priority status in the new economic policy. 
With the liberalisation of licensing policy, 
a more open approach to foreign colla- 
boiutuuis (including foreign investment), 
a reduction of customs duties on import 
of automobile components and a reduc¬ 
tion of direct taxes, the decks were cleared 
tor enhanced competition between trans¬ 
national corporations for entry and con¬ 
solidation through joint ventures with 
Indian capitalists in the development of 
the automobile industry. The result has 
been excess capacity, import intensive pro¬ 
duction and transition from a west Euro¬ 
pean dominated industry to a consolida¬ 
tion by Japanese transnationals. 

The process began in 1982 with the 
public sector Maruti Udyog entering into 
technical and financial collaboration with 
Suzuki to produce a KOOcc car. This fuel 
efficient small car soon began to be 
assembled from imported CKD/SKD kits 
in large numbers, it met the pent up de¬ 
mand of the neo-rich and soon began to 
erode the market share of the existing pro¬ 
ducers, Premier Automobiles and Hin¬ 
dustan Motors. The competitive pressures 
generated by the Suzuki venture was sup¬ 
posed to spur the hitherto stagnant and 
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obsolete domestic industry to modernise 
and technoiogically upgrade their 
products. 

In January 198S ‘broad-banding’ was 
introduced whereby existing commercial 
vehicle producers could manulacture cars. 
There was a scramble for foreign colla¬ 
borations—Mahindras with Peugot 
(France), DCM with Toyota (Japan), 
bicher with Mitsubishi (Japan), Allwyn 
with Nissan (Japan), Telco with Honda 
(Japan). Escorts with Citroen (France) 
and so on. The existing car manufacturers 
had also found loreign collaborators— 
Hindustan Motors with Isuzu (Japan), 
Premier Automobiles with Nissan (Japan), 
etc. If all these projects were to be .sanc¬ 
tioned by the government, annual capaci¬ 
ty would exceed S.SO.OdO which would be 
well in excess of demand. Moreover some 
of these projects had planned for capa¬ 
cities as low as IS,(X)fl whereas 40,000- 
50,000 was considered the reasonable 
economic scale. With total capacity far in 
excess of demand, most of these factories 
would have operated svell below rated 
capacity. Thus the constraint on produc¬ 
tion was demand. 

In August 1985, the government 
suspended the further approval of foreign 
collaborations for manufacture of cars 
thus effectively sealing the launching of 
the various car projects since the Indian 
partners did not have the technical 
capability without their foreign principals. 
Even without the new entrants, there was 
considerable underutilisation in the 
passenger car industry. The five existing 
units in 1985-86 together had an installed 
capacity of 1,31,OCX) cars while production 
in that year was 86,478 which gives a 
capacity utilisation of 66 per cent. In 
1986-87 capacity utilisation was 70 per 
cent and is estimated to be marginally 
higher in 1987-88. The Public Investment 
Board has recently cleared Maruti- 
Sur-uki's project for manufacturing 30,000 
cars of I(KX)cc. When this project comes 
on stream, Maruti-Suzuki will further in¬ 
crease its. already dominant market 
share. 

Maruti-Suzuki is basically engaged in 
assembly operations with a high import 
content. Indigenisation levels arc low due 
to Japanese refasal to accept Indian com¬ 
ponents that they consider ‘inferior’. This 
has in turn induced increasing Japanese 
collaboration in the manufacture of 
automobile components. Incidentally, the 
t>itto-com|Mnent$ sector was hitherto west 
Eumpeati (mainly UK) dominated. The 
Japanese transnationals are gradually tak¬ 
ing over. With the appreciation of the yen, 
CKD/SKD kits have become costlier by 
80 per cent or more over the last three 


years. It should have provided the market 
signal to indigoiise faster Init this does not 
seem to be happening. 

One segment of the automobile in¬ 
dustry where licensing policy has led to 
overwhelming excess capacity is the light 
commercial vehicles (I^V) sector. De¬ 
mand has been gro.ssly overestimated and 
the prospects of growth have dimmed. At 
present there are nine producers with a 
total capacity of 1,45,0(X) units per annum 
and capacity utilisation levels are a mere 
30 per cent. The established manufac¬ 
turers are Bajaj Tempo, Mahindras and 
Standard Motors, together accounting for 
80 per cent of the market. The new en¬ 
trants are DCM Toyota, Allwyn Nissan, 
Swaraj Mazda and Eichcr Mitsubishi 
which have a rather small market share 
since they are unable to offer competitive 
prices due to the steep appreciation of the 
yen, being virtually imported CKD 
assemblers. Also the scope for exploiting 
economies of scale is limited since licensed 
and rated capacities are low (10,000— 
15,000 units for the new firms). 

The Indian two-wheeler industry, in 
comparison to the four-wheeler industry, 
is fairly large by international standards. 
‘Broad-banding’ has been allowed 
whereby any manufacturer can produce 
two-wheelers ranging from 50cc to 350cc. 
Here too, the liberalisation of licensing 
policy is leading to excess capacity. 
However the government has, like in the 
ca.se of LCVs, tried to shore up demand 
by reducing exci.se duties on the product 
and import duties on components. Here 
too, the transnationals are fairly deeply 
entrenched, mainly Japanese, Italian, UK 
and West German. The scooters market 
is dominated by Bajaj Auto and Lohia 
Machines in collaboration with Piaggio 
(Italy) in the second place. Kinetic Honda 
has a comparatively minor market share. 
The motorcycles market is dominated by 
E.scorts/Yamaha and Enfield India (En¬ 
field India's collaborators are Enfield of 
UK and Zundapp Werke of' West Ger¬ 
many) while the moped market is 
dominated by Kinetic Engineering, TVS- 
Suzuki and Majestic Auto. Similar pro¬ 
blems exist in the two-wheeler sector- 
slack demand, excess capacity, inability to 
exploit economics of scale and lack of 
standardisation due to proliferation of 
multiple varieties. 

The automobile industry is a good in¬ 
stance of the general proposition that, 
given the nature of the Indian bourgeoisie, 
in the present set up, in modern Indian 
industry, the process of captialist ac¬ 
cumulation cannot be accomplished 
without the active association of the 
transnationals. 


TWENTY YEARS AGO 

£Pfy, Mqr 23. 1968 

It is difficult to believe that Indira 
Gandhi's present visit to south-east 
Asia and Australia is the beginning of 
a more active Indian role in the region. 
.. .A goodwill visit is often a substitute 
for policy and Indira Gandhi's tour 
mi^ turn out to be one of the great 
non-events in- Indid's external rela¬ 
tions. .. There is no doubt that situa¬ 
tion in the region is changing rapidly 
and most of tlw counties of south-east 
Asia are in search of a new pattern of 
stabilify. But the contours of the 
changes which are taking place are not 
yet clear enough to provide one with 
a new frame of reference. The best 
posture in the dicumstances is one that 
is calculated to keep all the options 
open... 

There is little doubt that the ideas 
that ate now floating around regarding 
the future of this region have all 
emanated from the capitals of the great 
powers. It is common knowledge that 
they have developed a measure of anx¬ 
iety in their minds about the region. 
This is largely a reflection of their 
growing doubts about their own capa¬ 
city to ensure a particular pattern of 
development. There is much in Asian 
politics that cannot be determined 
from Washington, London or Moscow. 
Hence a renewed emphasis on the need 
for an Asian solution to south-east 
Asian problems. 

* * * 

Throughout his visit to Rumania, de 
Gaulle stresised the Identity of roles 
being played by Bucharest and IWis in 
the world today. Both have consistently 
tried to loosen the alliance to which 
they belong and both have struggled 
against the kind of intemation^sm 
that provided legitimacy to the super 
powers’ dominance over the allies... 
In both cases, the governments are 
treating foreign policy as the major test 
of national achievement. Internally 
they want a slow pace of change if at 
all they want any... 

* * A 

EVer since 1886 the jute industry has 
had a record of restrictive practices. 
More than a decade i^o the Inquiry 
Commission on the industry’s pro¬ 
blems reported on the forms and ef¬ 
fects of restrictions on production. 
Tbday, the problems mnain—with the 
difference that we are even farther 
from the sort of world market condi¬ 
tions that would tolerate restrictive 
measures. 
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COMPANIES 


HINDUSTAN LEVER 

Acquisitions and 
Expansions 

HINDUSTAN LEVER has started con* 
struction of factory building at Sumerpur 
in Hamirpur district of UP for esta¬ 
blishing a synthetic detergent plant with 
a capacity of 30,000 tonnes per annum. 
The plant is expected to be commissioned 
in 1989. Engineering and process details 
for annual manufacture of 30,000 tonnes 
of toilet soap at Orai industrial estate in 
Jalaun district of UP has been finalised. 
This plant is expected to be commissioned 
in 19%). The installed capacity of synthetic 
detergents at ChMndwara has been in¬ 
creased to 30,000 tonnes per annum in line 
with the licensed capacity. A modem 
sulphonation plant is being installed to 
service the increased requirements. The 
.site work on 5,000 tonnes per annum fluid 
cracking catalyst plant at Haldia has com¬ 
menced and the plant is expected to be 
commissioned in 1989. In view of about 
two years’ delay in receipt of locational 


approval for high pressure synthetic resins 
project at Tkloja, the technological viabili¬ 
ty of the project is to be re-evaluated. A 
final decision on the project will be taken 
shortly. 

The company commissioned during last 
year a processed vegetable oils plant with 
a capacity of 5,000 tonnes per annum in 
the Kandla Free TYade Zone for exports. 
The factory for the manufacture of 33 
lakh pieces of garments set up in MEPZ 
commenced first phase of commercial 
production in the last quarter of 1987. 
Work is on hand to set up a shoe factory 
at Pondicherry with a capacity of 6 lakh 
pairs of footwear and 6 lakh pairs of shoe 
uppers and other components for exports. 
Commercial production is expected in ear¬ 
ly 1989. The company has thoroughly 
revamped and expanded to its full licensed 
capacity the leased undertaking of Union 
flome Products at Mangalore. The pur¬ 
chase is now expected to be completed in 
the current year. All necessary permissions 
from the central goveriunent have been 
obtained for the acquisition of 51 per cent 


The Week's Companies (Rs Lakh) 

Hindustan Lever Britannia Ind Hindustan Cib a-Otigy 
Latest tfear Last %ar Latest Year Last Year Latest Y^ar Last Year 



3l-l2-g7 

31-12-86 

30-11-87 

30-11-86 

31-12-87 

31-12-86 

Paid-up Capital 

9332 

4666 

1238 

884 

1771 

1771 

Reserves 

9017 

11856 

2098 

1959 

3179 

2853 

Borrowings 

12029 

6185 

827 

393 

450 

868 

of which Term Borrowings 

1431 

672 

34 

34 

— 

75 

Cross fixed assets 

19719 

16341 

3063 

1970 

5850 

5429 

Net flxed assets 

12430 

10808 

2146 

1707 

1969 

2231 

Investments 

107 

20 

476 

469 

25 

25 

Current liabilities 

20809 

15816 

2554 

2251 

1748 

1839 

Current assets 

3868S 

27792 

4094 

3312 

5154 

5075 

Stocks 

30228 

18908 

2128 

990 

2158 

2755 

Book debts 

3609 

3130 

394 

185 

2201 

1638 

Net sales 

79537 

71457 

18113 

13172 

17123 

15092 

Other income 

169 

61 

210 

178 

219 

184 

Raw material costs 

48736 

39456 

10014 

8187 

9149 

8912 

W^es 

4380 

4094 

1784 

1562 

1874 

1606 

Interest 

1923 

1138 

110 

• 63 

97 

162 

Gross profit (-t-j/loss (-) 

9230 

7914 

1504 

1258 

1783 

1258 

Depreciation provision 

1401 

1407 

168 

88 

614 

433 

Thx Provision 

3180 

2600 

547 

434 

490 

292 

Net profit (+)/loss(-) 

4649 

3907 

789 

736 

679 

533 

Investment allowance reserve 

— 

— 

— 

— 

— 

14 

lYansfer to reserves 

Dividend 

2316 

2321 

490 

495 

325 

200 

Amount P 


— 

2 

2 

— 

“ 

E 

2333 

1586 

297 

239 

334 

319 

Rate (per cent) P 

— 

— 

8 

8 

— 

— 

E 

25 

34 

24 

27 

20 

18 

Cover (times) 

Ratira (per cent) 

1.99 

2.46 

2.63 

3.07 

1.92 

1.63 

Gross profit/sales 

11.60 

11.07 

8.39 

8.29 

10.61 

8.33 

Net profit/capital employed 

23.33 

23.65 

23.65 

23.89 

13.72 

11.53 

Inventories/sales 

38.00 

26.46 

11.75 

6.52 

12.60 

18.25 

Wues/sales 

5.31 

5.73 

9.91 

10.29 

10.94 

10.64 


equity shares in Stepan Chemicals under 
the Companies Act and MRTP Act RBI’s 
approval is awaited. Applications have 
bnn submitted to the central government 
for permission to acquire Shekhar 
Engineering Industries and necessary per¬ 
missions are awited. The compaiv has 
fared well during 1987 with gross profit 
up from previous year’s Rs 79.14 crore to 
Rs 92.30 crore following increase in sales 
from Rs 715 crore to Rs 795 crore. These 
figures also show mdening of profit 
margins. Net profit has risen from 
Rs 39.07 crore to Rs 46.49 crore. The 
directors have recommended payment of 
a total dividend of 25 per cent on the 
capital doubled by a one-for-one bonus 
issue, as against 34 per cent paid last year 
on the old capital. The enhanced quan¬ 
tum of dividend is covered 1.99 times by 
earnings as against 2.46 times previously. 


BRITANNIA 

From Biscuits to Software 

BRITANNIA INDUSTRIES has per¬ 
formed well during 1986-87 with a gross 
profit of Rs 15.04 crore against Rs 12.58 
crore in the previous year following a turn¬ 
over of Rs 181.13 crore against Rs 151.72 
crore. With both depredation and taxation 
claiming more, net profit is Rs 7.89 crore 
(Rs 7.36 crore). The directors have recom¬ 
mended a total dividend of 24 per cent on 
the capital enlarged by a two-for-five 
bonus issue as against 27 per cent paid last 
year on old capital. The distribution is 
covered 2.65 times by earnings as against 
3.07 times previously. Biscuit sales record¬ 
ed a growth of 10.4 per cent over the year. 
Bread production in Delhi unit was 
adversely affected 1^ poor quality of 
wheat flour made available and earnings 
on bread sales there continued to be under 
pressure on account of "unrealistic selling 
prices prescribed by the government”. 

Phase I of the soya project, which in¬ 
cluded the processing plant and refinery, 
was completed during the year. Phase II 
consisting of the extruder plant is expected 
to be completed in the course of the cur¬ 
rent year. The first soya product ’Vital’ 
pure refined cooking oil was very well 
received by consumers and the trade. Ex¬ 
ports at Rs 29.48 oore constituted 15.3 
per cent of the company’s turnover. 
Cashew exports were substantially higher 
than the previous year, but a poor shrimp 
harvest because of adverse climatic con¬ 
ditions led to a sharp decline in marine 
product exports. The company continued 
to retain its export house status. During 
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the year, the company made a modest 
beginning in exporting computer software 

Commenting on the prospects of 
the soya solvent extraction industry, 
J M Rajan Pillai. chairman, says that the 
present capacity in the industry is not be¬ 
ing mobilised a'dequately due to shortage 
of availability of teans. Import of soya¬ 
beans would be a much more economic 
way of utilising the present capacity in the 
industry. Instead, the government is im¬ 
porting large quantities of soyabean oil to 
bridge the gap in availability of vegetable 
oils. The processing of beans in India, 
while providing equivalent oil will also in¬ 
crease the production of protein rich ex¬ 
tractions for which there is demand both 
in the domestic and export markets. 

HINDUSTAN CIBA-GEIGY 

Drug Sales Up 

HINDUSTAN CTBA-GEIGY has achiev¬ 
ed encouraging results for 1987 with .sales, 
profits and margins higher than their 
respective figures in previous year. While 
sales amounted to Ks 171.23 crore against 
Rs 150.2 crore in 1986, gross profit ex¬ 
panded from Rs 12.58 crore to Rs 17.83 
crore, reflecting a sixeablc widening of 
profit margins. Although provisions for 
depreciation and taxation have taken away 
more, net profit is Rs 6.79 crore (Rs 5.33 
crore). Dividend has been stepped up from 
18 per cent to 20 per cent and is covered 
1.92 times by earnings as against 1.63 
times previously. The company's exports 
declined by 24 per cent from Rs 10.43 
crore to Rs 7.91 crore. The dyes division's 
sales increased by 23 per cent despite con¬ 
tinuous recession in the textile industry. 
‘Syntans* for leather industry produced in 
the Santa Monica plant met with en¬ 
couraging respon.se. The division is explor¬ 
ing the possibility of diversifying into 
related fields which could considerably 
widen the range of products and lead to 
a substantial gixrwth in turnover in the 
next few’years. 

The consumer products business of the 
company remained more or less static. 
The division has planned to introduce in 
the market in the near future high quality 
photoproducts for the use of profes¬ 
sionals. The plastics and additives division 
received a manufacturing licence for 
manufacture of hardeners for EPN resins. 
These will be manufactured at the EPN 
plant and will help boost sales of resins. 
Domestic sales of pharmaceutical pro¬ 
ducts increased by 18 per cent over 1986. 
Agricultural chemicals division was able 
to step up domestic sales by 27 per cent 
surpassing ail previous records and cross¬ 
ing the Rs 50 crore mark, despite drought 
in many parts of the country. 
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unitel communications 

Hi-Tech ‘Hellos’ 

UNITEL COMMUNICATIONS, pro¬ 
moted by United Breweries in association 
with Orissa State Electronics Development 
Corporation (ELCO), is setting up a Rs 14' 
crore project at Bhubaneshwar for manu¬ 
facture of electronic private automatic 
branch exchange (EPABX) systems in¬ 
cluding key telephone systems with total 
annual capacity of 50.000 lines in 
technical collaboration with ATEA of 
Belgium (a Siemens—GTE venture). 

In addition, the company will manufac- 
luie two lakh electronic push button 
telephone instruments per annum in colla¬ 
boration with Ericsson Informations 
Systems of Sweden. According to 
K M Kini, managing director, the project 
is the only integrated EPABX and PBT 
manufacturing unit in the country. This 
has resulted in a lower project cost. ATEA 
would transfer its latest OMNI scries 
technology and also provide technology 
for the manufacture of Rhapsody key 
telephone systems which incorporate the 
latest type of microprocessor-based 
telephone instruments with several 
sophisticated features. Unitel products in¬ 
clude the OMNI range of EPABX’s and 
RHAPSODY range of key telephone 
systems. The range caters to requirement 
of 3 to 2000 lines-covering the full spec¬ 
trum of requirements in India. The OMNI 
range is totally digital and provide the 
most economical solution to office auto¬ 
mation as it does .simultaneous switching 
of voice data. 

The company has already slatted 
marketing the products and has secured 
orders worth Rs 8 crore. Its customers in¬ 
clude leading public sector companies, like 
RBI, IPCL, ONGC. SCI. MTNL, and 
private sector companies like Bajaj Auto, 
VST Industries, Hoechst, etc. To meet a 
pan of the finance required for the pro¬ 
ject, Unitel will shortly enter the capital 
market with an issue of 30.30 lakh equity 
shares of Rs 10 each at par. 

KLOCKNER WINDSOR INDIA 

Bright Prospects 

KLOCKNER WINDSOR INDIA has 
reported all-round improvement in its 
I working for 1987. Sales, profits and 
margins—all are higher than in the 
previous year.'Equity dividend has been 
stepped up from 17 per cent to 21 per cent 
(including 3 per cent special silver jubilee 
distribution). The board has also recom¬ 
mended a one-for-two bonus i.ssue of 
equity shares. According to preliminary 
figures, sales have risen from Rs 2,134 lakh 
in 1986 to Rs 3,179 lakh in 1987, with 
gross profit rising from Rs 291 lakh to 


Rs ’494 lakh. The ratio of gross profit to 
sales has improved from 13.6 per cent to 
IS.S per cent. 

After providing Rs 171 lakh (Rs 105 
lakh) for depreciation. Rs 126 lakh (Rs 67 
lakh) for taxation, after some adjustments- 
and after transferring Rs 20 lakh (Rs 8 
lakh) to export profit reserve, profit 
available for appropriation is Rs 177 lakh 
against Rs 79 lakh. The proposed divi¬ 
dend will absorb Rs 63 lakh (Rs 41.86 
lakh) and a sum of Rs 114 lakh (Rs 37 
lakh) is transferred to general reserve. The 
current year holds out promise of further 
improvement in the company’s perfor¬ 
mance and the management expects to 
maintain dividend on the increased capital 
after the bonus issue. Pending orders at 
the beginning of 1988 .stood at Rs 38 crore 
as against Rs 32 crore a year bcfoie. 

GNFC 

Exceeding Targets 

GUJARAT NARMADA VALLEY FER¬ 
TILISER COMPANY (GNFC) has ex¬ 
ceeded the targets given by the govern¬ 
ment for 1987-88. During the year, 
whereas GNFC was expected to produce 
5,65,250 MT of urea, it has recorded a 
production of 6,59,515 MT (116.68 per 
cent). Likewise it has produced 4,33.679 
MT (108.42 per cent) of ammonia as 
against the target of 4,(X),000 MT. Accor¬ 
ding to the estimated financial results of 
the six months ending December 1987, the 
company has earned a net profit of Rs 
13.39 crore whereas for 1986-87. the total 
net profit was Rs 18.67 crore. 


IN THE CAPITAL MARKET 

Aban Loyd Chiles 
Offshore 

ABAN LOYD CHILES OFFSHORE, an 
Indian offshore drilling company with 
two fully operational jack-up rigs, is 
coming to the market with a public issue 
of 11,28,600 equity shares of Rs 10 each 
at par to raise a part of the finance re¬ 
quired for its Rs 19.14 crore project. 
Aban Loyd’s promoters are Aban Con¬ 
structions, (Madras) which has ex¬ 
perience in onshore drilling operations 
and Asian Itehs (Cochin). The company 
has financial and technical collaboration 
with India Offshore, a subsidiary of 
Chiles Alexander Offshore, a leading 
American offshore drilling company. 

Within months of incorporation, 
Aban 1 oyd secured two prestigious con¬ 
tracts from ONCiC, both of which were 
won on the basis of global tenders. These 
contracts are for the charter hire of jack¬ 
up rigs and arc worth Rs 30 crore. In its 
first six months of operation, the com¬ 
pany achieved a revenue of Rs 6 crore, 
and has indigenised several critical drill¬ 
ing operations which will result in a sav¬ 
ing of Rs 18 crore in foreign exchange to 
the national exchequer. According to M A 
Abraham, managing director, the com¬ 
pany should be able to earn a revenue of 
Rs 14.5 crore and a profit of Rs 3.5 crore 
in the first full year’s working ending 
March 1989. This .should enable the board 
to pay a fair maiden dividend to the share¬ 
holders. The issue will be open on May 30 
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A Diary from Privatised ^st Europe 

AM 

Tjbe nineteenth century is receiving a very broad nod of approval 
from voters "in country after country in Europe and Margaret 
Thatcher is being heralded as an authentic goddess. Perhaps this 
season will not last. Perhaps the rationality of Kant, Rousseau 
and Hegel will learn to reassert itself, but, meanwhile, every 
retrograde idea is having its day. 


IT is a fuzzy feeling, the nineteenth cen¬ 
tury had never had it better. The rational 
process ha.s. it seems, started walking 
backwards. Europe gave birth to the great 
ideology of historical determinism. She is 
now turning upon herself. In the United 
Kingdom, the centuries-old rates struc¬ 
ture, embracing the ethos of progressive 
taxation, has been scrapped by Margaret 
Thatcher and actually substituted by a 
poll tax; the poor are evil, they have to be 
destroyed. Earlier, the British prime 
minister had honed her talents by effec¬ 
tively destroying the strength of the 
organised working cla.ss movement. She 
received much accolade from the gentry 
and the press, while the groves of academe 
turned to other concerns, such as whether 
William Shake.spcare is in fact the author 
of the poem the professor of poetry at Ox¬ 
ford has unearthed from some obscure ar¬ 
chives, the populace worried whether the 
South African girl, Zola Budd. .should be 
allowed to be in the British team for the 
Seoul Olympic.s. Currently, the great wave 
in the west European countries is for 
privatisation. France, for in.stance, gloats 
over the fact that she has a Ministry of 
Privati.sation to preside over the disman¬ 
tling of the public sector. Governments 
confer with each other over how to sub¬ 
sidise the rich, and smash the rubric of 
the social welfare system, built over the 
past six or seven decades with‘much pa¬ 
tience and sympathy, with a few telling 
hammer blows; the poor are evil, they 
must fend for themselves. Since December, 
more than two hundred Arabs have been 
shot dead in Palestine; only two Israelis 
have been killed. The western newspapers 
arc however replete with stories of Arab 
'aggression'. Life is not worth living if 
these wretched Arabs are not taught a 
lesson or two. The Algerian government 
is being roundly condemned for letting go 
of the terrorists who had hijacked a 
Kuwaiti plane lasst month; what will hap¬ 
pen to international law if these murderm 
arc given such kid glove treatment? But 
there is not even one word of mild disap¬ 
proval at the assassination of the Palestine 
Liberation Organisation leader Abu Jihad 
masterminded by the Israeli authorities. 
Neither the social nor the political down- 
and-out ate considered worthy to be fawn¬ 


ed upon. It is the rule of the competitive 
game; you look after your own narrow 
self-interest, you, most certainly, are not 
your brother’s keeper. \bur instinctive 
predilections are to conserve and extend 
the privileges of the entrenched set. 

This also drives more intense lessons 
home: for instance; much of west Europe^s 
ersatz material prosperity is attributable 
to the predicament visiting the United 
States. The Americans cannot stop living 
it up beyond their means; they therefore 
have to borrow heavily from elsewhere, in¬ 
cluding Europe; goods from Europe are 
paid for with funds again lent by Europe. 
Europe profits from the sale of goods; 
Europe gains also from interest earnings. 
The circumstances are unlikely to last for 
long. Once the United States politicians 
acquire the courage to tell their electorate 
the facts of life, that a scaling down of 
their standard of living is an imperative 
necessity, otherwise Europeans and 
Asians would take over their economy 
lock, stock and barrel, other trends will 
develop. Either Americans will lower their 
contribution to west Europe’s defence ef¬ 
forts, or they will cut back on their pur¬ 
chases overseas, or they will learn to raise 
their labour productivity and thus regain 
the competitive edge of their exports, or 
all the three will take place in bits and 
pieces. European fortunes cannot but 
begin to decline should such a turnabout 
ensue. But this prospect is tomorrow’s 
child. In west Europe’s euphoric today, 
tomorrow stands abolished. Last Oc¬ 
tober’s abrupt collapse on Wall Street and 
its chain reaction in the European stock 
exchanges have already been dismissed as 
an aberration. Basic issues are being non¬ 
chalantly shoved aside. West Europe is 
carrying a load of at least fifteen million 
unemployed or only partly employed out 
of a total working population of two hun¬ 
dred million. The average rate of inflation 
has been pushed down largely because 
trade union power could be broken. But 
the rate of economic growth, despite the 
American market, has remained sluggish, 
and a considerable fraction of the current 
prosperity is being financed by service ear¬ 
nings overseas, particularly from the 
underdeveloped part of the world. But in 
country after country in west Europe, 


there is a kind of pervetie equipoise in the 
thought processes of the ruling establish¬ 
ments. They talk in the name of epicurean 
philosophers, and tomorrow has been 
blanked out. 

A segment of today too does not of¬ 
ficially exist. Otherwise there would have 
been a little more of formal concern 
riiown for the plight of the unemployed, 
or over the consequences of privatisation 
of particular industries or the induction 
of superior technolo^cal systems on 
labour groups, there is an indifference 
abroad. It is an eerie mbetune of mind¬ 
lessness and heartlessness, but, 'ko what, 
the nineteenth century is receiving a very 
broad nod of approval from the voters in 
country after country and Margaret That¬ 
cher is being heralded as an authentic god¬ 
dess. Perhaps this season will not last. 
Perhaps the rationality of Kant, Rousseau 
and Hegel will learn to reassert itself, but, 
meanwhile, every retrograde idea is having 
its day. 

No wonder that the ideological right 
have, all of a sudden, come to occupy a 
position of moral superiority. They feel 
it that way; they also take it for granted 
that others will think in the manner they 
themselves do. For have not the eastern 
bloc capitulated in the .sphere of ideology? 
Read and re-read Gorbachev’s Pmstmika, 
the ideologues of the right will gloatingly 
point out, it is a document of confession 
and surrender, after seventy years of 
tribulation and trials, the practitioners of 
erstwhile socialism have approached the 
western world in sackcloth and ashes, thdr 
version of tomorrow has not worked and 
does not work. It is no longer a stray Imre 
Nagy or an emotionally distraught 
Aleksander Dubchek who is voicing his 
doubt. It is the highest leadership of the 
Soviet Communist Party which is stressing 
the fact that the socialist economic system 
and centralised planning do not work; it 
is this leadership which has now sued for 
peace in Afghanistan, signed the treaty for 
banning intermediate range missiles from 
west Europe, seeking the assistance of 
capitalist multinational corporations for 
modernising the moribund Soviet 
economy, and which is so keen that the 
proflt motive be, even if selectively, rein¬ 
troduced as surrogate for the central plan¬ 
ning authority’s decrepit signals. What 
greater triumph could there be for the 
votaries of privatisation and the profes¬ 
sional union-bashers? In west Europe's 
strange Indian summertime, the Soviet 
Union has ceased to be the party everyone 
loves to hate. The Arabs have come to oc¬ 
cupy that position—the prime obsession 
of the public media. After all, has not 
Gorbachev endorsed the cause of the 
right, has not his confession laid bare the 
truth of the aphorism that the longest 
route between capitalism and capitalism 
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is sodaUam? He ii bdng oonridend «t this 
mOBient IS very much a part of the esta¬ 
blishment on tUs side. He belongs, the 
west European right, along with their 
peers across the AtlutiG; have almost 
come to cultivate a fraternal feeling 
towards Mikhail Gorbadtev, they are sure 
he is going to deliver. They occasionally 
get agitated over only the doings of 'Vbgor 
Ligachev; one has to watch out for that 
slimy one, he may yet try to sabotage 
Gorbachev. The west European right, 
Margaret Thatcher not excluded, are 
pretending that they have a privileged, 
participatory role within the Soviet Party 
PDlitbureau, and that they have an obliga¬ 
tion to take sides in the battles taking 
place there. 

Perhaps the right are indulging in a 
pipedream. Mikhail Gorbachev has his 
own plans and calculations which will 
probably provide little long-term solace to 
those in the western world who love to 
think that history is reversible and the 
pristine days of early capitalism can be re¬ 
called. But there is no question that there 
IS in evidence a hint of a Soviet version 
of American isolationism once one rum¬ 
mages through the layers of perestroika. 
The internal problems the Soviet Union 
is facing dominate the immediate thinking 
of the nation’s leadership; the issue of 
class solidarity in an international setting 
has receded to the background, with disar¬ 
mament emerging as about the principal 
and only item on the agenda. The left in 
west Europe, as elsewhere in the capitalist 
wc'ld, find themselves somewhat hemmed 
in. It is not simply a matter of a fractured 
internationabbrotherhood of the working 
class. There is a lessening of interest in the 
concept of international brotherhood 
itself, and a corollary is now and then 
drawn from perestroika that, in a nuclear 
age; ideologues will have to give up the op¬ 
tion of class wars as between nations. All 
this adds up to an image of left ideology 
in retreat. The image may be true or false, 
but, in moments of stress, it is the ap¬ 
pearance which counts with the crowd. 

So there it is, Ronald Reagan speaks no 
more of the evil Soviet empire, the likes 
of Solzhenitsyn are in danger of losing 
their profession, it is only the Arabs which 
need some disciplining. If privatisation is 
back, why should coloniahsm not return 
too? Hope springs eternal in imperialist 
breast, and weston Europe, after all, is the 
cradle of classic^ imperialism. Thus 
France; convenient forgetting the history 
of both Vietnam and Algeria, clings on 
to the notion that since New Caledonia 
and the Polynesian islands she holds are 
French, there could be no case for gran¬ 
ting any independence: And Afghaiustan, 
who knows, could be a miqor break- 
thiDugh. Following the departure of the 
bulk of the Soviet troops by the end of 


May, the fundamentalists, with a little 
assittance from outside, ought be able to 
take charge; the women could then of 
course be driven back behind the veil, the 
land redistribution scrapped, and the 
country rolled back into even the Middle 
Ages. In such a milieu, western imperia¬ 
lism would always be willing to play .a 
positive role. 

From western Eutope^s myopic perspec¬ 
tive, circa the middle months of 1988, 
everything seems exceedingly propitious 
for the old, avaricious order. The high 
volume of unemployment gives rise to no 
insurrectionary situation, it only tames 
labour. The rate of economic growth is 
moderate, but with zem or negative popu¬ 
lation increase and redistribution of assets 
and incomes in favour of the rich, the 
latter do not mind it at all. Gorbachev has 


THERE may be little in common between 
the Congress(l) (which is fast passing over 
to a new incarnation: Congress-R) and the 
Communist Party of the Soviet Union. 
Also between Rajiv Gandhi and Mikhail 
Gorbachev. Except that both are friendly 
pairs. The Congres$(I) has established 
close party-to-party ‘fraternal’ relations 
with the CPSU, relations that are closer 
than tho.se prevailing between the CPSU 
and the CPI(M), if not even between the 
CPSU and the CPI. Rajiv Gandhi and 
Mikhail Gorhachev also happen to have 
esublished a very close ’personal rapport. 
At a superficial level, the two parties have 
certain features in common. Both are 
authoritarian. The CPSU is gowmed by 
what Marxists call democratic centralism. 
However, the debates now raging furiously 
in the Soviet press in the stimulating clime 
of glasnost show unmistkably that there 
had been little in the Soviet model of 
socialism since the days of Stalin that 
could be called truly democratic A stern 
compatibility, however, exists between the 
CPSU and the Soviet state which is still 
a dictatorship, though not of the pro- 
letarim but of the 'entire peopled. In India, 
on the other hand, there is a vital con¬ 
tradiction between the democratic sute 
and the totally authoritarian party, 
namely the Congress, that still claims to 


come over, Deng has been more than ac¬ 
commodating over the years, so there is 
absolutely no danger of any ideological 
offensive frmn outside. Given this am¬ 
bience, the local lefties can be talon care 
of, and, after a time, the poor and the 
unemployed may be told that officially 
they have ceased to exist. They will be 
bereft of any ideology to inspire them to 
fight back. The longest distance between 
capitalism and capitalism, Gorbachev has 
confessed, is socialism, and the country 
currently flaunting the highest foreign ex¬ 
change reserves after Japan is not the Peo¬ 
ples Republic of China, but Ihiwan, the 
relic left behind by resolute old Chiang 
Kai Shek. Unlike old soldiers, western im¬ 
perialism does not fade away; it keeps 
living for another day, waiting for its 
hegemony to be re-establishdd. The nine¬ 
teenth century for ever. 


enjoy political hegemony. 

A point that is said to be in common 
between Gorbachev and Rajiv Gandhi is 
that both leaders are trying to reform their 
respective parties and make them more 
energetic and dynamic. It is this sup¬ 
posedly shared objective that makes the 
two leaders and the two parties candidates 
for comparative analyses. Gorbachev’s 
perestroika is meeting with persistent and 
widespread resistance from the twin 
bureaucracies that run the Soviet system, 
the party bureaucracy and the state 
bureaucracy. A symbiotic partner of both 
is the economic bureaucracy. In India, too, 
a great deal of what Rajiv Gandhi had 
wished to achieve in his sunshine ynr of 
198S has been successfully stymied or 
reversed by three bureaucrades—the state 
bureaucracy, the economic bureaucracy 
that runs the Planning Commission and 
the pubUc sector undertakings, and the 
party bureaucracy. The great contrast bet¬ 
ween Gorbachev and Gandhi is that whik 
the former is relentlessly fighting to turn 
around the entire relationship between the 
Soviet state and sodety, and is determined 
to rebuild the CPSU into a^ Leninist pwty 
of iimer democracy and outer openness, 
while he is now regarded as a crusader 
against the combined forces of the three 
byieaucrades, Rajiv Gandhi has become 


CAPITALSCOPE 
Congress (I) and CPSU 

Bhabani Sen (*upta 

A stern compatibility exists between the CPSU and the Soviet' 
state which is still a dictatorship, though not of the proletariat but 
of the ^entire people'. In India there is a vital contradiction 
between the democratic state and the totally authoritarian 
Congress(I) that still claims to enjoy political hegemony. 
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a prisoner in the hands of the three 
bureaucracies that have successfully fenc¬ 
ed him off from the principal antithesis 
of his regime: the people. Put it somewhat 
differently, Gorbachev’s main ally in the 
war of reforms is the people of the Soviet 
Union including the rank and file of the 
20 million party members. Rajiv Gandhi’s 
allies are the bureaucrats in the govern¬ 
ment and in the party. 

No ELtC'TlONS IN CONCiRICSS(l) 

Rujiv Gandhi, however, is now required 
to put his party in election gear. He 
therefore convened a session of the AICC 
in Madras which passed appropriately 
worded resolutions and coined catchy 
slogans. The session was protected Iv 
14,000 policemen, which made a cor¬ 
respondent of The Hindu wonder 
“whether it was an AlCC(l) session or a 
State Police Conference”. Returning to 
Delhi from Madras, however, the Con- 
gressd) president chaired a meeting of the 
working committee or the ‘high com¬ 
mand*. What happened in that meeting is 
largely a mystery—or did anything hap¬ 
pen at ail? It was suppo.sed to have taken 
decisions aimed at injecting ripples of life 
into the party. One such ‘decision’ was to 
‘enforce’ the principle of one-man-onc-job 
with the sole exception of Rajiv Gandhi 
himself. Four union ministers, including 
a cabinet mini.ster, who had long remained 
the head of state party committees in 
violation of the ‘principle’ must now make 
their choice and quit one of the jobs. Only 
one of them did. J Vengala Rao im¬ 
mediately resigned from presidentship of 
the Andhra'Pradesh Congress committee 
as it was too hot a potato for him to hold 
on to. The three others sat pretty on their 
(win chairs—P R Das Munshi of West 
Bengal, Janardhan Poojary of Karnataka 
and Mahavir Prasad of Uttar Pradesh. In 
le.ss than a week, it became clear that none 
of them would vacate anything. The ‘high 
command’ did not (could not?) take any 
decision, it was explained; it had only 
reached a ‘Ctmsensus’ that was not binding 
on any one. 

A second ‘decision’ taken by the 
‘high command' of the Congress(l), a 
euphemism for Rajiv Gandhi’s one-man 
leadership is to send out into the depths 
of the country about 150-200 groups of 
cadres, of 10-15 each, to spread the 
messages of the AICC resolutions. These 
groups arc to comprise party MPs, 
cx-PCC chiefs, DCC presidents, and 
representatives of front organisations, that 
is, the second top notch of the party 
bureaucracy. A third decision was to bring 
to full strength in two to three'months' 
lime the party units at state, district and 
block le^s. 

The Congress(l) hierarchy has become 
lOSO 


totally bureaucratic became it ia an 
entirely nominated body, with no organi¬ 
sational election held since 1972. with 
\hngal Kao's resignation nothing ranained 
of the PCC in Andhra Pradesh; the en¬ 
tire body will have to be renominated. 
Rajiv Gandhi has now before him the for¬ 
bidding task of rebuilding his party by 
nominating hundreds, peifaaps thousands, 
of men and women to as many positions 
to the party’s three-tier network in the 
states. Those who know him and those 
who ‘handle’ him are equally doubtful if 
he could do all that before the Lok 
Sabha poll.' 

The political message that went out 
clearl}' from the ‘high command’ meeting 
of May 7 was that there would be no elec- 
uon to the Congress(I), not. at any rate, 
before the next Lok -Sabha poll. This 
message sent out a second message with 
equal clarity: the Congress(I) would now 
in reality be Congress(R), with Rajiv 
Gandhi its unquestionable sole and 
supreme leader, who alone would choose 
the persons to fight the next poll on the 
party ticket. This piessage h^ reached the 
top layer of the Congress(I) bureaucracy 
even at the AICC session in Madras; 
hence the unseemly sight to competitive 
sychophancy that characterised tne open 
house of the ruling party, 1,100 Con¬ 
gressmen guarded by 14,000 policemen. 

Rajiv Gandhi, then, has quite unquietly 
buried another of his seminal promises: 
that he would hold organisation^ election 
for the party. The labours of the octo¬ 
genarian Uma Shankar Dixit stand 
wasted, though that would not coax a 
single tear out the eyes of a single 
Congressman. What will stare the prime 
minister in the face in the election year, 
however, is the question: can a stagnant, 
bureaucratic party, motheaten by factions, 
deliver him the victory he wilt be pitching 
for? I f the opposition parties go on behav¬ 
ing till election time the way they are doing 
now, Rajiv Gandhi will have no for¬ 
midable enemy at the hustings from the 
rival political (»rties. But two elements 
will work against him. First, Congressmen 
who will be denied party tickets and 
whose riefdoms mi^ be threatened by the 
luckier ehamchoF, secondly, the people, 
who will register reject votes against the 
ruling party. 

What has happened to the party can be 
seen in the following rqport that appeared 
in The Hindu of May 9: 

Lucknow, May 8: The Uttar Pradesh Con- 
gres$(l) office in Mall Avenue here has com¬ 
pletely lost its attraction for party workers 
who seldom find it a source of inspiration 
for their political ^vities. The fact becomes 
clear to any casual visitor to the state Con- 
gressfl) office with no important party ftme- 
tioruuy available for consultation. The situa¬ 
tion worsened with the elevation of the 
UPCCfl) chief, Mr Mahavir Prasad as 


deputy ministtr in the railway ministry, a few 
months back. 

When the UPCCfl) was reorganised on 
September 12 last year, besides the state party 
president, six general secretaries, six joint 
secretaries and one treasurer were also 
nominated to man the party office. It was 
announced that party leaders would soon 
be nomirmted as vice-presidents of the 
UPCCfl). The announcement is still to be 
given a shape. Of the nominated office 
bearers, only one of the general secretaries, 
Jagat l4l Singh, is available for some time 
in the party office For the rest, only paid 
workers are found present to reply to party 
workers’ queries. 

Party elections have now become' a thing 
of the past. The last UPCC president was 
elected in 1972 at a stormy meeting with 
Mr Sitaram Kesari, the Congress leader from 
Bihar, acting as high command observer. 
Mr Kesari was not only insulted and rebuked 
but even assaulted at the meeting by a sec¬ 
tion of the partymen. 

Since then it has been only nomination of 
one set of office bearers followed by 
another... With the organisational wing 
having been almost completely defunct, the 
responsibility to run the party in a Way has 
solely fallen on the chief minister, Mr Vir 
Bahadur Singh. Most of the front organisa¬ 
tions, except the Congress Sewa Dal, have 
also become completely inactive. 

The up Example 

If Rajiv Gandhi believes that ail that is 
needed of him to gear up the patty in 
Uttar Pradesh is to nominate someone 
other than Mahavir Prasad to the office 
of the state party chief, it shows the graw 
predicament that has befallen both the 
Congress(I) and its one-and-only leader. 
With Mahavir as party chief and Vir 
Bahadur as chief minister, the Congressfl) 
has sunk to the depths of inertia and cor¬ 
ruption in the one state which will pro¬ 
bably determine its future in In^ati 
politics. If the opposition parties stand 
pitifully divided, the Congress(I) might 
get a majority of Lok Sabha seats from 
UP in the next poll But it will not be able 
to get itself elected to power at the state 
level because a credible altmmative will be 
available to the electorate. And if UP 
passes from the grasp of the Congiess(I), 
its power base in the Indian polity will be 
gravely weakened, even if it eqjoys a 
majority in the Lok Sabha. And what 
happens in UP can happen in other 
states toa 

One wonders if Rajiv Gandhi is served 
by his staff with clippings of the Soviet 
press which has become the most powm-- 
ful vehicle of the struggle for pmstroika 
and zkanost. Once again, a comparison 
with the Indian imtt'beoomes coiqidli^ 
for unlike any'other insdtutioa, the press 
in this coumry is today the stnmgcst 
sentinel, .of democratic values and 
mechfmisms. Riqiv Gandhi would gain a 
lot if he found time to glance throuidt the 
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Piiy H«h edition of Moscow News which 
he can eadly obtain ftom the Soviet 
Information Centra On its pasis he will 
find a lot that he can learn tom. He will 
see how the followers of Gorbachev are 
questioning everytlung of the past 60 
years—an the given wisdoms and atrophied 
attitudes. In a short span of three years, 
Mikhail Gorbachev has made the CPSU 
look very much like the Bolshevik party 
of the 1920s, hnd not like the party of the 
years of the Stalin as well as the post- 
Stalin year;. He is facing stubborn, 
orchestrated resistance tom a great many 
of the 19 million bureaucrats manning the 
Soviet system, especially those whose en¬ 
trenched powers and privileges are 
threatened by the democratic tum-aiound 
that is in the offing. 

Having won many a battle against no¬ 
changers and slow-changers, Gorbachev 
has now set out to rebuild the CPSU on 
Leninist lines. He has been able to over¬ 
power all resistance to the national con¬ 
ference of party workerr he had scheduled 
for June 26. The resistance was so strong 
that election of the 5,000 delegates who 
are to attend the conference could not 
begin before mid-April. Gorbachev wants 
two-thirds of the delegates to come from 
the rank and file and only one-thirds from 
holders of offices. He may not get all that 
be has been striving for; the election pro¬ 
cedure has created a lot of controversy. 
However, he will get his party workers’ 
conference as scheduled, the first of its 
kind since 1941. Out of that conference 
Gorbachev will salvage the quarries with 
which to rebuild a democratic communist 
party in what will still continue to be a 
one-party state. 

When did the Congress hold a national 
conference last? When did the annual ses¬ 
sions come to an end? Was any annual 
session held in the 1970s? None could be 
held because Indira Gandhi would not 
yield the party chairmanship to another 
mortal nor did she relish the idea of party 
delegates being elected. There was a time 
when the Congress held armual provincial 
conferences—political conferences they 
were called. Has anyone seen in recent 
years any report of a chief minister 
meeting with members of the state and 
district Congress(I) committees to 
establish channels of interactiori between 
the government and the patty? Even for 
Rajiv Gandhi, it has been easier to meet 
with district magistrates and police chiefs 
than with chiefs of the district commit¬ 
tees of his party. The pathetic fact that the 
president of the largest state committee of 
the Congressfl) (\hat of UP) can be of¬ 
fered a puny deputy ministership in the 
union government (and the fact that he 
accepts it with gratitude and sticks to it 
as a lice sticks to a human body) shows 
that the depths of degradation and 


insignificance to which party offices have 
bottomed during the party’s authoritarian 
incarruitions. 

Need for a Different Path 

If-Rajiv Gandhi's objective is to stey in 
power for as long as possible by whatever 
means that he may command as prime 
minister, he will probably not fail himself 
for some more time. However, if he wants 
to rejuvenate India’s democracy, give the 
people of India a thrill of participating 
in the interlinked processes of political 
and economic development, he will have 
to beat another path of governance. He 
carmot beat that path with a progressive 
retrenchment of people's democratic and 
human rights. Nor pursuing the path 
of centralisation at a time when the Con¬ 
gress hegemony of the political system has 
ended, creating political compulsions for 
co-operative federalism amongst the many 
parties that rule India now and will be 
ruling India in the years to come. He will 
soon realise that empty populist slogans 
can no longer restore the Old Order in 
Indian politics. The Madras AICC cry of 
Bekari Hatao is as hopelessly utopian and 
ridiculous as was the 1969 cry of Ganbi 
Hatao. The late Raj Krishna, perhaps 
India's best political-economist, wrote in 
1983 that “if present trends continue’’ for 
the next 16 years, then “at the end of the 
century the chances ate that more Indians 
will be living below the official poverty 
line than the total population of the coun¬ 
try at the time of independence’’. This is 
no longer a ‘chance’ but a stern, bleak 
reality of Indian politics. Despite India’s 
living mythological heritage, despite 
basketfuls of instant cinematic miracles, 
the very notion that deep-seated poverty 
can be abolished by an imperial fiat of 
rhetoric is breathiakingly gratuitous 
and downright insulting to common in- 
telligerce. The Congress model of 
development, devoid of land reforms and 
other structural changes, will leave India 
with more than 350 million absolute poor 
even 50 years after independence. 

If Rajiv Gandhi cannot summon the 
courage for structural change in the 


political economy, he will only perpetuate 
India’s mass poverty and push the coun¬ 
try to a higher threshold of intramal 
conflict. 

lb return to the somewhat laboured 
parallel between the Congressfl) and the 
CPSU. Pravda of May 2 printed a letter 
from an ardent Gorbachev supporter who 
described himself as a mid-ranking of¬ 
ficial in one of the ministries of the USSR. 
The letter said that the “key problem’’ of 
perestroika was democratisation of Sbvi^ 
society. For this the party had to be more 
democratic “But it has evolved in such a 
way that even now its members have triple 
standards—comprising what thqr say at 
meetings, what they think and what ^ey 
do’’. The view is aini-vely inculcated that 
“twry party member is its soldier, and it 
is for the leadership of the ^tral com¬ 
mittee to determine its line, to decide what 
is right and what is wrong, while the rank 
and nie party members are supposed to 
approve unanimously and carry out its 
decisions. The view is inculcated that the 
general secretary is always right and that 
his statement is absolute, indisputable 
truth”. 

Couldn’t one say the same thing about 
Congress(I)? In fact, its condition is 
worse The CPSU has at least an effective 
central committee and a powerful polit- 
buieau where ‘struggles for power’ occur 
because different lines of politics contend 
and clash. The Congress(l) is Rajiv 
Gandhi, as one of the faithfuls shouted 
at the Marads AICC. There is no sym¬ 
metry between what Congressmen say at 
meetings and what they speak to their 
confidants, between their publicly pro¬ 
nounced image of the leader and what 
they speak about him in the uncanny 
shadows of whisper-rich privacy. Nor bet¬ 
ween what they think and what they do. 
How does Rajiv Gandhi remodel this 
party without a fundamental turnover of 
its personnel, its constitution, its 
behaviour, its ideology and its national 
priorities? And how can he do this 
without wholesale democratisation of the 
party? Finaljy, how does he see his role 
in the quickening tides of Indian affairs? 
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CIVIL LIBERTIES 


Suing the Police 

A G Nooruii 

Like any other statutory body, the police can be made to perform 
its statutory duties by a simple writ of mandamus by the high 
court. While compensation cases will have to be fiM as ordinary 
civil suits, it is now well settled that in writ cases also courts have 
the power to award compensation for the violation of 
fundamental rights, for instance, the right to life and personal 
liberty. 


FOR all the growth of public interest 
litigation in the country, it is amazing how 
little of it is directed against the police. 
This is because of various factors. Such 
litigation entails hard work on the facts 
as well as on the law and there is also the 
problem of resources. The litigation can 
be directed to two ends—compensation to 
individuals wronged by the police whether 
in police custody or outside and enforce¬ 
ment of the statutory duties of the politx. 
The police force is a creation of a statute. 
Like any other statutory body, it can be 
mgde to perform its statutory duties by 
a simple writ of mandamus by the high 
court. Compensation cases will have to be 
filed as ordinary dvil suits, though in writ 
cases also it is now well settled that the 
courts have the power to award compen¬ 
sation for the violation of fundamental 
rights, the right to life and personal 
liberty, for instance (article 21). 

A recent case decided by the highest 
court in Britain, the House of Lords, on 
April 28, is instructive for its implications, 
though the plaintiff lost. It concerned 
Peter Sutcliffe who had embarked on a 
career of violence against young women 
from 1975 to 1980—13 muiders and tight 
attempted murders, the modus operandi 
in each case being the same. His last 
victim was a student aged 20 years, 
Jacqueline Hill whom he murdered on 
November 17, 1980. He was arrested on 
January 2, 1981, confessed to his crimes 
and was convicted inter alia of the murder 
of Jacqueline Hill. Her mother sued the 
chief constable under Section 48(1) of the 
Police Act, 1964 for failure to exercise 
reasonable care to apprehend Sutcliffe as 
a result of which a man who had commit¬ 
ted a score of offences was free enough 
to murder her daughter. The police had 
failed to collate and act on the informa¬ 
tion it had received. 

Jacqueline Hill's mother lost in every 
court from the trial court to the House 
of Lords on the very basis of her suit— 
there was no cause of action in law. But 
what the House Of Lords ruled while 
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dismissing her appeal is noteworthy. 

Lord Keith said that there was no ques¬ 
tion that a police ofBcer, like anyone else, 
might be liable in tort to a person who was 
injured as a direct result of his acts or 
omissioiu. Further, he might be guilty of 
a criminal offence if he wilfuUy failed to 
perform a duty which he wu bound to 
perform by common law or by statute. 

But the common law, while laying upon 
chief officers of police an obligation to 
enforce the law, made no specifle require¬ 
ments as to the manner in which the 
obligation was to be discharged. That was 
not a situation whm there could readily 
be inferred an intention of the common 
law to create a duty towards individual 
members of the public. 

Mere foreseeability of likely harm was 
not in itself a sufficient test of liability in 
negligence. Some further ingredient was 
invariably needed to establish the requisite 
proximity of the relation.ship between 
plaintiff and defendant, and all the cir¬ 
cumstances of the case had to be carefully 
considered and analysed in order to 
ascertain whether such an ingredient was 
present. 

The alleged negligenpe of the police 
consisted in a failure to discover his iden¬ 
tity. But if there was no general duty of 
care owed to individual members of the 
public by the responsible authorities to 
prevent the escape of a known criminal 
or to recapture him, there could not 
reasonably be imposed upon any police 
force a duty of care similarly owed to 
identify and apprehend an unknown one. 


Jacqueline Hill could not for that pur¬ 
pose be regarded as a person at sp^ai 
risk simply because she was yoimg and 
female; Where the class of potential vic¬ 
tims of a particular htidtual criminal was 
a large one the precise size of it could not 
in principle affect the issue. All house¬ 
holders were potential .victims of a 
habitual burglar, and all females those of 
a habitual rapist. 

Farther it would be reasonable to expect 
that if potential liability were to be 
imposed it would be not uncommon for 
actions to be rtised against police forces 
on the ground that they had failed to catdi 
some criminal as soon as they might have 
done, with the result that he went on to 
commit further crimes. 

While some such actions might involve 
allegation of a simple and straightforward 
type of failure; others would be likely to 
enter deeply into the general nature df a 
police investigation, as indeed the present 
action would seek to do. 

It will be noticed that the case was a 
weak one on the facts. The class of poten¬ 
tial victims was large. Nor was there 
evidence of police bias against them. 
There was missing that vital link between 
the victim and the police—a clear duty 
owed by the police which the police had 
failed to discharge. 

What if in a given case Ihe class of 
potential victims is small—the Harijans 
or oppressed landless in a village or the 
Muslims of a mohalla and there was in 
addition clear proof of police bias, if not 
worse? 

In any case, as Lord Keith said, a police 
officer would “be liable even criminally if 
he wilfully failed to perform a duty which 
he wa.s bound to perform by common law 
or by statute. The common law as well as 
the various Police Acts in our country do 
require the police to maintain law and 
order and to apprehend those who seek 
to disturb it. 

Finally, the police is bound in law to 
prosecute a person who threatens to use 
violence against identified groups. This 
duty can be enforced by writ. 
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Mavoor: The Larger Issues 

C P Suiendran 

Even the CPI(M) does tacitly admit that the closure of the 
Gvmlior Rayons factory at Mavoor symbolises many politically 
disturbing questions. Unless this is publicly acknowl^ged and a 
debate on Kerala’s industrialisation started, any permanent 
solution to the Mavoor problem may- be b^ond the Left Front 
government. 


THE agitation over the closure of the 
Birla-managed Gwalior Rayons factory at 
Mavoor in Calicut has been temporarily 
called off last week following a letter from 
the Kerala chief minister, E K Nayanar. 
The letter assured the Gwalior Rayons 
Organisation of Workers (GROW), which 
has been spearheading the stir, that the 
CPI(M)-led government would do all that 
was possible regarding the workers’ plight. 

Three GROW leaders, Vasu, Moin Bap- 
pu and Ajitha called off their month-long 
hunger strike on the strength of Nayanar’s 
assurance. Having gained unexpected 
popular support state-wide, the agitation 
was fast becoming one of the most ex¬ 
plosive political issues in the state. 

At stake is not only the lives of 5,000 
employees and their families, but a whole 
range of eco-political issues. That is why 
the stir could break away from the usual 
conH-ies of a labour problem and ac¬ 
quired all the makings of a mass 
movement. 

When in 1957 the EMS ministry called 
in the Birlas to start the factory, the. terms 
were lucrative: the management would get 
bamboo and reed (the raw materials) at 
the rate of Re 1 per tonne. Later, in 1985, 
when the factory closed down because of 
losses, the price had crept up to Rs 222 
per tonne. But so had the market price of 
bamboo which was, at that time, Rs 800 
per toime. 

In the period 1963-80, about 2,00,000 
toiuKS of bamboo artd r^ were supplied 
to the factory at that suicidal rate of Re 1 
per totme and the states share of royalty 
was to the tune of Rs 24 lakh. Had the 
price been fned at a more reasonable level 
. of Rs 100 per tonne, the royalty would 
have been Rs 24 crore, which is what the 
sute lost. 

During 1980-85, bamboo was sold to 
the factory at Rs 222 per tonne, when the 
going rM vns around Rs 800 per tonne. 
The state; thus, suffered a revenue loss of 
Rs SO note; economists calculate. 

However, mote important than the 
scandalous economics of these Ogures ate 
the eco-political questions th^ represent. 
In the 1958 contnet, the EMS adininistra- 
tion had agreed to supply raw material 


from nearly 600 $q km of bamboo forest 
in Nilamboor in north Kerala. This did 
not turn out to be enough. As a result, 
bamboo forest areas of Nenmara, 
F^ghat, Vayanadu and Calicut divisions 
were leased to the management. The area 
totalled 2,(X)0 sq km and included tracts 
of evergreen flora. "These areas dried up 
fast” says K Venu, a top GROW' leader. 
“This forced the management to come up 
with an alternative to bamboo, and they 
found it in eucalyptus!’ 

The changing state governments, be it 
left or right, actively helped by starting the 
social forestry programme; thus legitimis¬ 
ing the large-scale plantation of thc.se 
‘killer trees’. “They were planted in some 
3S,0(X) hectares for the exclusive benefit 
of Birla. The World Bank too chipped in”, 
says Venu. who sees in the whole act the 
confluence of forces of monopoly capital 
in India, state’s reactionary politics and 
the exploitative nature of the Wbrid Bank. 

The Kerala Sastra Sahithya Parishad 
(KSSP) and other expert bodies have 
calculated that a 40-ft eucalyptus tree 
sucks up to 80 gallons of water per day. 
What this means is the virtual parching 
up of the surrounding land. Consequent¬ 
ly, paddy cultivation has almost ceased in 
areas adjoining the eucalyptus stretches. 

As was reported recently in the 
Malayalam daily Mathmbhumi about 
10,000 hectares of evergreen forest near 
Punnumpuzha in Nilamboor have been 
destroyed by eucalyptus plantation, thus 
silting up the source of the Punnumpuzha 
river. The ecological^damage of all this is 
yet to be fully graspra. But already many 
experts agree that social forestry has 
significantly contributed to the severe 
drought in the state. 

Although GROW has professed that 
the agitation is not a^nst the Nayanar 
government, its questions are posing pro¬ 
blems for the CPl(M). This is possibly to 
do with the intellectual calibre of the 
GROW leadership, all of whom have an 
aaiveXaxalite history behind them. The 
main GROW demands are three: (1) open 
the factory and take back all the 5,000; 
(2) if that is beyond the management, the 
government must take over the factory; or 


(3) close down the plant and ^ve adequate 
compensation to the workers. 

GROW prefers the third option, though 
it is contradictory to the character of a 
trade union. “We prefer the third option 
bwause the other two, even if they are 
practicable, will be a drain on the natural 
resources of Kerala and, therefore, unfair 
to her people”, says Venu. 

Contrary to the expectations of other 
trade unions such as the CITU and IN- 
TUC, this stance has won overwhelming 
support from the workers as well as the 
laity. The CITU, allied to the CPl(M), 
which was a force to reckon with in the 
factory as well as in the whole area, has 
suffered a severe .setback. This has shaken 
up the CPl(M). whose stance on the 
Rayons issue has been anything but firm. 

As recently as 1986, the CPl(M) daily, 
Desabhimani, was writing about the need 
for the factory to be taken over by the 
government. Around the same time the 
CITU had staged a series of protests 
demanding the takeover. A year later, now 
in power, the CPI(M) had radically shifted 
its stance, with Nayanar saying “we don’t 
have the power to run a panchayat, leave 
alone taking over the factory. Only the 
centre can do it. GROW should be 
fighting out the battle in Delhi!’ 

But the question GROW and its sup¬ 
porters ask is; since the state government 
admits that the centre has usurped most 
of its powers, why does not the LOF fight 
for them? “Why is the CPI(M) reluctant 
to u.se the Mavoor issue as a rallying point 
to mobilise public opinion and prepare for 
a confrontation with the centre?” Asks 
Venu who raises this point in all his public 
speeches. 

CPl(M)’s answer: it is too trivial an 
issue to be an effective rallying point. But 
if the popularity that characteri.sed the 
agitation was any indication, then the 
CPl(M) reading has gone wrong. 

The .stir has also exposed a major 
weakness of the CPI(M) and CPI: their 
vulnerability when dealing with powerful 
industrial houses and their fatal inability 
to formulate an industrial policy ap¬ 
propriate to the natural resources of 
Kerala. The Gwalior Rayons factory is a 
case in point. It was .set up with the pro¬ 
mise that employment for 5,(XX) would be 
given directly and jobs for nearly 50,000 
through ancillary industries. As things 
stand, the 5,000 are out of jobs, and not 
one among that 50,000 has ever come in¬ 
to the picture. 

In fact, the whole venture has ruthlessly 
cut into the traditional lajwur sector. Dur¬ 
ing 1963-80, 2,00,(XX) tonnes of bamboo 
and reed were supplied to the factory. This 
mass scale consumption is in direct con¬ 
trast to the requirement of the traditional 
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sector where just 1.25 tonnes of bamboo 
can assure year*iong work for the 
individual. 

Instead of creating jobs, the myopic in¬ 
dustrial policy and project have actually 
deprived several thousand traditional 
workmen of their livelihood. Many have 
started migrating to nearby towns, thus 
completing the last ironic twist of this 
industrial knife. 

“An appropriate industrial policy will 
keep monopoly industrial houses out and 
look out for other monetary sources; it 
will emphasise on collective ventures and 
worker-management”, says GROW. The 
CPI(M) argument that the state has no 
power and no money is not to the point, 
the GROW leaders say. They quote 
figures. India earns Rs 8,000 crore in 
foreign exchange, out of which Rs SOO 
crore are from Kerala through rubber, 
copra, spices and marine products. The 


*‘T RIBALS eke out their living from hun¬ 
ting and'gathering.” Better informed are 
we today to talk also of shifting culiiva- 
ttun and forestry. Often ST agriculturists 
arc there around us. But the tendency is 
to regard them as exceptional or confined 
to specific legions. A study (Danda, 1982: 
499) however provides an altogether dif¬ 
ferent idea of the major economic pursuits 
of the scheduled tribe communities (.sec 
Table A). 

Thus, even by the number of com¬ 
munities many more of them are related 
to agriculture than ‘primitive occupations 
like hunting and food gathering. The 
numerical strengths of the communities 
differ widely, from above millions to less 
than a thousand.The ‘primitive’ occupa¬ 
tions permit formation of only smaller 
communities. Shifting cultivation, for 
example, is itssociaicd with nearly a fifth 
of the scheduled tribe communities but 
accounting foi less than a tenth of ST 
population. Besides, the pursuit of many 
of the ‘exotic* occupations as primary is 
restricted to special ecological zones like 
the islands and steep hills. In the major 
areas of occurrence above ninety per cent 
of STs are primarily settled agriculturists 
or tenants and agricultural labourers, as 
well as artisans and traders related to 
agricultural societies. Is there any dif¬ 
ference between their type of agriculture 


sute gets no revenue from its contri¬ 
bution. 

This anomaly exists only because of 
lopsided centre-state relations. This has to 
be corrected. Instead of sending raw 
materials outside the sUte for processing, 
such plants have to be set up within the 
state to pave the way for industrialiisation. 
“But for ail this, the Left Front has to 
adopt a more militant strategy where its 
relations with the centre are concerned;’ 
says Ramachandran Moleri, a college lec¬ 
turer and GROW sympathiser.. 

So far the CPl(M) has refused to 
acknowledge this aspect of the affair. But 
the party does tacitly admit that the 
Gwalior Rayons issue symbolises many 
politically disturbing questions. Unle.ss 
this is publicly acknowledged and a debate 
on Kerala’s industrialisation started, any 
permanent solution to the Mavoor pro¬ 
blem may be beyond the reach ot the LOF. 


and its counterpart in other parts of the 
country? 

In the country (1981 Census) the schedul¬ 
ed tribe population is distributed roughly 
as in Table B. Evidently, the great majority 
of the scheduled tribe population has been 
identified in and around the hilly regions 
of the country. These regions include hills, 
but more of valleys and peneplains which 
permit cultivation. However, the propor¬ 
tion of arable land here is less in com¬ 
parison to the plains proper, the major 
river valleys and deltas, the abode of the 
so-called mainstream of the Indian 
population. Because of the rocky and un¬ 
dulating nature of the terrain even land 
preparation for sowing demands greater 
effort, leave alone reclamation. These arc 
some of the difficulties which cannot be 
overcome by knowledge of the techniques 
used elsewhere, like in the plains. Anyone 
open-minded enough should, therefore, 
ask whether the differences in technology 
occurred because of the above reasons or 
because of a hypothetical isolation and 
psychological blockade against progress. 

Available evidence belies the isolationist 
theory. The early appearance of rice in 
Nagaland or the Mundari origin of the 
word for plough would rather support the 
beginning of agriculture in these areas as 
well as an exchange of technology and 


culture; from the very ancient period. 
Limited accqjtance could occur in such 
circumstances because of a need m adapt 
to.two different types of environment. 
While agriculture was a difficult proposi¬ 
tion, the hilly areas also provided some 
very rich alternatives. The uncultivable 
lands were forests and grazing grounds. 
Indeed, the scheduled tribes rarely prac¬ 
tise a single occupation; some of them 
have several subsidiary occupations (see 
table above). As a resuh, not only are 
some of the agricultural techniques dif¬ 
ferent but even the importance of agri¬ 
culture is different. 

There are also historical reasons why 
the rudimentary enlistment criteria for 
‘tribes’ were met more frequently in and 
around hilly regions. The hilly areas pro¬ 
vided the finest sanctuaries against all 
types of aggression—be it political inva¬ 
sion or feudal subordination. This is 
basically the approach taken by racial 
theories. There is a grain of truth, but it 
should not be taken ]oo far. For, the hilly 
areas were only the last resorts, not invin¬ 
cible. Nor did the vanquished ones from 
all over the country always migrate to the 
hills, to help maintain a sharp distinction. 
If anything, it is the economic bases which 
provide for the emergence and perpetua¬ 
tion of a relative distinction between the 
people of the two types of regions. The 
distinct ecologies necessitated distinct 
modes of adaptation. In turn, the social 
systems that developed in each area lent 

'I AHi I A: 


Economic 

Activity 

No of ST rommuiiities 
Pi imary Secondary 

hi>o(l gathering 

.19 

10.3 

Hunting 

19 

III 

Fishery 

7 

62 

Animal hiishandry 

l.s 

55 

Shifting cultivation 

84 

27 

Terrace cultivation 

It 

7 

Settled cultivation 

1.19 

47 

Primary laboui 



work 

40 

1.11 

Handicrafts 

49 

74 

Trade and 



commerce 

7 

40 

Taw I- B: 

(lakh) 

(1) North-eastern Himalayan 


region 


50 

(2) Chotanagpur upland region 


and surroundings (greater 


.1hark hand) 


120 

0) Central plateau between 


Kaimur hill, Mahadeo hills 


and C'hhattisgarh plains 

95 

(4) Eastern Ghats (Bastar- 


Koraput-Adilabad area) 

75 

(3) A'round Aravalli, Western 


Chats and Vindhya ranges 

130 

(6) Nilgiris and around 

30 

(7) Elsewhere 


20 


Reappraising Tribal Movements—III 
The Economic Basis 

INirnial S<>ngupta 

Many of the problems identified today as Uribal problems’ arc in 
fact problems specific to some badly exploited eco-regions. 
Adversely affected are all the people there and these are a fertile 
ground for regional self-determination movements. 


. Economic and Political Wtdely Miiy 21,1$C8 . 



support to ttw economic base and became 
lb be moR specific; foresu and 
gnzini grounds can be managed only as 
common property. The relative impor¬ 
tance of common property resources in 
the economies of the hilly regions 
necessiuted retention (and evolution) of 
commurul bonds among them. This 
CTpiainn their characteristic social struc¬ 
ture and also the limited success of 
exploitative ethics like the caste system in 
converting them. What is significant is 
that all the communities in the hilly 
legions must have shared the distinc¬ 
tiveness in technology and supporting 
culture, varying in degrees among them- 
Klves, but being more distinct from the 
mainstieam. This explains why, in the 
early years, all ethnographers detected 
more of the tribes* in hilly areas but could 
not agree amongst themselves on the 
labelling of the neighbouring com¬ 
munities. All the communities were par- 
ticipanu in a local culture. 

The distinct ecologies of the hill 
regions, like those of the coasts and 
deserts, necesutated distinctive adapta¬ 
tions from those of a mainstream 
dominated by the people of valleys and 
plains. Each of them acwpted from the 
others only those which suited them 
and each group considered their own 
technology and culture superior to the 
others’. The dependence of the hill people 
on the forest earned them the contemp¬ 
tuous name ‘jungleei’. In all likelihood, the 
‘j unglees’ were indeed proud of that 
association and hated the monotonous 
exi'tence and unhealthy living conditions 
people faced in the lower plains. Both of 
them were proud of their distinctive ways 
until the racial-colonial theories came to 
adjudge one of them as superior. That was 
more than just an evaluation; it paved the 
way for a massive devastation ^ under¬ 
mining the viability of one technology and 
culture. It also helped the rise of a 
patronage which holds that the scheduled 
tribes, like the scheduled castes, have been 
exploited for thousands of years. Never. 
The legionl exploitation began with 
capitalism. 

We will not enter into the details of this 
destruction process. In a nutshell, every 
avenue of reproduction available to the 
scheduled tribes in the past has been par¬ 
tially blocked. Land alienation by private 
parties has assumed staggering propor¬ 
tions. And yet some writers (e g, Patel, 
1974) think that the acquisition by the 
govenunent for industrial purposes dwarf 
the efforts of the private parties. Fbrests 
and grazing fields have been reduced in 
area. Access to whatever is left is'highly 
restricted. Less known is the fact that 
traditional irrigation facilities in almost 
all these areas have largely collapsed 
(e g, Seafopla. 1982:23). The destruction 
has ofta been understood as the eventual 


fate of any ’primitive^ economy. This 
being fiar ftm the truth better alternatives 
have been rarely available: In consequence; 
meaningful developmental programmes 
m rare to come across in these disUnc- 
tiw eco-regions. Shifting cultivation is 
discouraged without any appropriate 
alternative scheme. Irrigation develop¬ 
ment for the benefit of these areas has not 
made any recognisable impact. Little pro¬ 
gress has been made in land reclamation 
or in checking soil erosion. The cost of 
transportation into the less accessible 
thinly populated areas restricts the exten¬ 
sion of improved seeds and fertilisers. 
Non-agricultural activiti« like forestrV 
and grazing need no discussion under this 
head for developmental programmes here 
do not even purport to benefit the tradi¬ 
tional beneficiaries. Special Development 
Programmes have not been imaginalive 
enough to even perceive the requirements 
of the target groups. 

In consequence, the people of these 
regions have been marginalised. To com¬ 
pensate for the partial loss of sources of 
livelihood they have been forced to explore 
alternative avenues of engagement. They 
migrate to many different parts of India 
supplying cheap labour for rich farmers 
in Punjab, road contractors in Himachal, 
brick kilns in UP, the metro-rail in 
Calcutta and contract labour in mines and 
factories all over. A study of 10 villages 
in Gujarat observed (Gandhi, 1979) that 
27 per cent of scheduled tribes migrated 
seasonally in search of job opportunities. 
Note that .such a large proportion now sell 
their labour power being far from ‘tribes’. 

With the advent of capitalism access 
became easier to both hills and plains. 
This opened up the possibility of large- 
scale exchange. The distinctive eco-regions 
were rich in resources not available in the 
plains and valleys. In addition, some of 
these regions were discovered to be rich 
in mineral resources too. Above 80 per 
cent of total mineral resources in the 
country, for example, comes from the 
south-east resource region alone. Lakhs of 
families have been uprooted to make room 
for industries, mines and river valley pro¬ 
jects; millions have been deprived of their 
subsistence with the denudation of forests. 
The benefits of these developmental pro¬ 
jects have accrued to othbrs. Steel, coal 
and forest products brought prosperity to 
the rest of the country. Irrigations and 
power projects benefited areas down¬ 
stream. Even in employment the locals 
have been highly discriminated against. 

This is the well known economic 
background of ‘tribal unrest’. For our pur¬ 
pose it is important to note the regional 
nature of the problems. Not only the 
scheduled tribes but also their neighbour¬ 
ing communities in the concerned r^ons 
have been affected in the same way. Dadi- 
tional avenues of survival are closed to 


them toa Inappropriate development 
strategies have not brought any relief to 
them either. They too have been uprooted 
in the course of industrial expansion and 
have been discriminaied agaiiist in job op¬ 
portunities. They are just as much in¬ 
terested as the scl^uled tribes in properly 
defining the ‘sons of the soil’ so that jobs 
reserved for this category are not taken 
away by immigrants from other parts of 
the state of location. They know better 
that Karnataka, being a state, could 
defend its water rights over Kaveri, which 
was earlier catering only to the needs of 
the downstream in Ihmil Nadu. The 
locals, scheduled tribes and others 
alike, ate concerned that all their water- 
resources are being committed to the 
people downstream on a long-term basis 
and, lacking a political identity, they are 
unable to defend their rights through the 
legitimate forums. 

Many of the problems identified today 
as ‘tribal problems’ are indeed problems 
specific to some badly exploited eco- 
regions. Adversely affected are all the 
people there and these are fertile grounds 
for regional self-determination movements. 
But sporadic mass protests have rarely 
taken any persistent shape in the last fif¬ 
ty years which can be alluded to the 
divisive propaganda. “Existing anthro¬ 
pological literature as well as our own 
study of the tribal and non-tribal culti¬ 
vators of rural India reveal that tribal and 
non-tribals may form a local community, 
co-operating in day-to-day essential mat¬ 
ters within the broad framework of an 
agrarian economic structure. However, the 
tribaLs perpetuate their cultural autonomy 
and ethnic identity and respond differen¬ 
tially to any innovation or exogenous call” 
(Adhikary and Bhattacharya, 1983:126). 
The diagnosis is partial. But the current 
dynamics of the regional movements in 
the concerned areas have been aptly 
described by the authors. 

(To b« concluded) 
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Left Front’s Health Circus 

SiOitKDM 

West Bengal's health administration is in dismal shape. The Left 
Front government is unresponsive to peoples demands and has 
dealt with agitations quite brutally. 


IS Maharashtra under Congress(I) more 
progressive than West Bengal under the 
Left Front (LF)? or more democratic? 
This question may well be posed in the 
context .of (he happenings in health ad¬ 
ministration in ^Wst Bengal. Prasanta Sur, 
the new health minister of the LF govern¬ 
ment, caught public attention with his 
crusading posture immediately after his 
assumption of office in 1987. He took a 
vow that he would restore discipline in the 
state hospitals. He made sudden unan¬ 
nounced visits to a few major hospitals 
and caught a number of derelict doctors. 
These Harun-al-rashid episodes received 
wide publicity in the press but the situa¬ 
tion did not improve. Exasperated, Sur 
went on a tour to Maharashtra and Ikmil 
Nadu to acquire a first-hand knowledge 
of hospital service in those states. Com¬ 
ing back, the health minister announced 
at a press conference that all government 
doctors in Maharashtra and Ikmil Nadu 
were conscientious and dutiful; doctors 
stay at the hospitals during duty hours; 
working conditions in the hospitals are 
congenial and there is discipline every¬ 
where. Sur castigated the doctors of West 
Bengal as being delinquent and mercenary. 

Sur’s observations have expectedly 
evoked mixed reaction, is the health ad¬ 
ministration so very different in 
Maharashtra? Certain events are worth 
reviewing and comparing. The re.signation 
of chief minister Nilangekar as a .sequel 
*0 his public embarrassment from the ex- 
[Kisiire ol underh.ind manipulation of the 
post giaduate medical examination result 
ot his daughtci, liits made a deep impres¬ 
sion in Calcuiu. It indicates that 
democratic notions of indirect respon¬ 
sibility of people in political authority still 
has a place in Maharashtra politics. The 
resignation may be explained away as a 
mattei of compulsion in Hccioral politics 
or e\cii a consequence of the power 
politics of the state Cbngress(I), it is never¬ 
theless a democratic rcsisonse to public in¬ 
dignation. By contrast, look at the situa¬ 
tion in West Bengal under LF regime. For 
the last five years, a series of irregularities 
in the post-graduate medical admission 
tests were exposed. The ex-Dean of the 
medical faculty of Calcutta University, a 
CPI(M) nominee, was charged with il¬ 
legally manipulating an admis.sion test to 
ensure the admission of his son and 
daughter-in-law and only a litigation in 


the high court stopped that admission test 
from taking place. Almost every year, 
there are allegations of prior disclosures 
of questions to favourite candidates and 
details of these unfair practice are eepos- 
ed in the press. Studehts with poor 
academic records in MBBS and earlier ex¬ 
aminations have scored astonl.shingly high 
marks'while brilliant scholars acquiring 
tap positions in MBBS examination have 
fail^ to secure pass marks in these post¬ 
graduate admission tests. All these scan¬ 
dalous expo.sures were simply ignored by 
the government and CPI(M)-led univer¬ 
sity authorities, and demands for inquiry 
were brushed off. 

Last year, the Maharashtra As.sociation 
of Resident Doctors (MARD) agitated for 
a raise in their stipend. That was the year 
of agitation by junior doctors all over 
India for pay-rise. The government of 
Maharashtra, like the central and many 
other state governments, responded 1^ 
holding discussion with the agitating doc¬ 
tors and ultimately raising the amount of 
stipend. On no account, can MARD be 
labelled as an appendage of Congress(l) 
and the response of the Maharashtra 
government cannot be explained away as 
a matter of the ruling party’s internal 
politicking. 

The picture in West Bengal was quite 
different. There were police lathi-charge 
and arrests and later, militant cadre of the 
ruling party were employed to break the 
strike of the junior doctors. The latest 
episode is rather revealing. The resigna¬ 
tion of the Maharashtra health minister, 
Bhai Sawant, in the wake of his indict¬ 
ment by the Lentin Commission, is perse 
a democratic response to public indigna¬ 
tion and upholds the old democratic norm 
of political responsibility. Incidents occur¬ 
ring from time-to-time in the state 
hospitals of West Bengal are no less tragic 
that what happened at the J J hospiuls 
leading to the appointment of the Lentin 
Commission. In 1985, a patient died at the 
premier Calcutta Medical College Hospi¬ 
tal due to intravenous transfusion of 
kerosene. Yes, kerosene! The ensuing 
public outcry could only persuade the LF 
government to hold a departmental in¬ 
quiry and later announce that a junior 
nurse had been found to be guilty and was 
reprimanded. The report of the inquiry 
was never disclosed nor was there any 
question of indirect or political respon¬ 


sibility. There had been several reports of 
death and mutilation of new-born babies 
in state hospitals by dogs and rats, the last 
incident of horribk death bditg only two 
months old. In all cases department in¬ 
quiries were held, no reports published 
and oecasionally, one or two employees 
transferred as remedial measures. No 
thought was wasted on taking measures 
to prevent a recurrence of these incidents, 
nor has the LF bothered about any 
democratic response, e gv resignations. 

The drug control administration of the 
West Bengal government is in a shambles. 
Licences are issued to unscientific drugs, 
banned drugs are merrily being sold in the 
market, drug companies controlled hy the 
government are manufacturing irrational 
drugs. The performance of the drug con¬ 
trol authority in collecting and analysing 
samples for quality is said to be farcical. 
Either samples are put to analysis after the 
date of expiry or reports of analysis arc 
submitted after the enitre consignment of 
the proven substandard drug is allowed to 
be sold out. The.se are the findings of the 
public accounts committee of the legis¬ 
lature. During the last epidemic of enteric 
diseases, the government distributed 
millions of halogen tablets to the affected 
population to sterilise drinking water. It 
was later detected that most of the.se 
tablets were spurious but the .scandal was 
hushed up. The LF government does not 
respond to the demands of drug action 
groups and their repeated requests for a 
hearing. 

The Maharashtra government’s res¬ 
ponse to (he public demand of imposing 
some control over the uninhibited misuse 
of aminocentesis by unscrupulous doctors 
and nursing homes is what one expects in 
a democratic set up. From the LF govern¬ 
ment in West Bengal, alas, one cannot 
hope for such democratic response. Only 
three months ago, the report of the peti¬ 
tion committee of the West Bengal 
Vidhansabha devastatingly exposed ram¬ 
pant malpractice in a number of nursing 
homes, resulting in death, disability and 
defrauding of innocent patients including 
poor ones who flocked to those horror 
chambers to purchase better medical care. 
The ensuing indignant demands from 
diverse sections of people for enforcement 
Ol luv' and punishment of culprits could 
not move (he government at all. 

In the matter of epidemic control, the 
West Bengal health administration per¬ 
sistently refused to listen to public 
demands. A few months ago, the outbreak 
of Japanese encephalitis in the district of 
Burdwan took a toll of about 400 lives— 
mostly poor tribal children. The source 
and reservoir of the cwisative virus was 
found to be domestic pigs. Even when the 
epidemic threatened to spread to neigh- 
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bourinf diitiicti, thr tOfnemiiient remain¬ 
ed unresponsive 'ID pubHc demands of 
either forbidding plg-ieaiing or rendering 
the pigs non-inf^ious Iqr vaccination. 
Very recently, an epidemic of hepatitis 
broke out in the sensitive area of CUcutta 
medical college hospital n 4 >ully affecting 
77 people—doctors, nurses, 'stiidents. 
patiems^with eight deaths. Hepatitis 
epidemics have become regular features at 
intervals of 2/3 years. At the present level 
of our know-how and resources, hepatitis 
IS a controllable disease. The health 
minister, however, has remained imper¬ 
vious to the suggestions of the doctors’ 
organisation. Health Services Association. 
Doctors' demand of safe water supply, 
Hepatitis B vaccination to the population- 
ai-risk, epidemiological survey, dissemina¬ 
tion of information to the public to allay 
panic, etc, has been ignored. 

This year’s annual report of the West 
Bengal vigiliance commission which is ac¬ 
tually a branch of the government to in¬ 
vestigate corruption in government ad¬ 
ministration, has drawn a frustrating pic¬ 
ture. The commission lamented that the 
people held guilty by the commission of 
corruption involving lakhs of rupees in 
each case, could not be punished because 
of government's non-cooperation. Even 
ilic departments under the control of the 
cliief minister resisted efforts by the com- 
iiiisMon to bring dishonest employees to 
hook. 

Unri-sponsivi to Pl-OPI i 

The question of democratic response to 
iniblic grievance and organised agitations 
has assumed serious dimension in West 
Bengal under the LI- regime, partieularly 
III contrast to policies pursued by earlier 
('ongress(l) goverimienis. The usual tac¬ 
tics ol the l.F IS to label the agitators as 
sviiipathisei of cither the naxalites or the 
C ongrcss(I) though the latter was not even 
lemotely connected with mass movements. 

I hen attempts are made to break the 
agitation ciihei by brute force of police 
and party cadre, or by attrition, i e, ignor¬ 
ing the damage cau.sed by the agitation 
iiiiiil in ends on its own. The LI- has made 

II a firm policy of never holding negotia¬ 
tions wiih an organisation which does not 
owe allegiance to a ruling party. Aggriev¬ 
ed sections of people aie handicapped 
owing to the virtual absence of a dynamic 
democratic opposition party to carry the 
conflict at lea^t to the arena of legislative 
assembly. The Congress(I) MLAs are 
either engaged in petty internal squabbles 
or try to avoid involvement with 
movements which do not serve their own 
narrow partisan ends. Lately, the major 
partner of the LF, CPI(M), is pursuing a 
policy of splitting the organisations which 
do not function under the control of any 


political party. For Junior doctors, senior 
doctors, state engineers and teachers of 
government colleges, the CPI(M) organis¬ 
ed new association in eadi case with a few 
henchmen and these new bodies, predic¬ 
tably. are pursuing a one-point pro¬ 
gramme of supporting the government on 
all issues. Emplr^ng the power and 
authority of the government, people are 
being steadily coerced to Join the party- 
sponsored assochuions. This tactic, has 
borne fruit to an extent, in the sense that 
agitations by these sections of employees 
have ceased for the present. 

Undoubtedly the situation is enigmatic 
How can a left communist government 
co-opt to remain unresponsive to people’s 
grievances as a matter of policy? Ti-ue, the 
parliamentary game in India has over the 
years turned into a sort of puppetry. The 
party in power supports the demands and 
agitations led by its own people and op¬ 
poses the same led by opposition parties. 
Such rules of the game have often led to 
ridiculous situations—for instance, when 
CPI(M) in West Bengal declared that 
junior doctors had no right to strike but 
at the same time the Bihar CPI(M) sup¬ 
ported junior doctors’ strike in Bihar! The 
latest of such double standard took place 
a few days ago when CPI(M) stoutly op¬ 
posed the Centre’s Hospital and Other In¬ 
stitutions (Redressal and Grievances) Bill, 
I987 in the Rajya Sabha, which prohibits 
strikes and lock-outs in hospitals. The 
following day, the CITU chief of Calcutta 
has reiterated his endorsement of the 
CPI(M)’s stand that hospital workers have 
no right to strike, it may, however, be men¬ 
tioned that other partners of LF have not 
supported this anti-strike stand. Mass 
organisations belonging to ruling left par¬ 
ties have to suffer tremendous handicap 
as a result of these rules of the parliamen¬ 
tary game. They are steadily being 
alienated from the masses in their respec 
live spheres of activity owing to the unen¬ 
viable situation that in case of any 
grievance they are directed to support the 
government and oppose the people. 

Look at what happened recently in a 
Calcutta Medical College. For involve¬ 
ment in a brawl inside the campus, two 
junior doctors were summarily dismissed 
from service A series of subsequent events 
led to police action, strike, hunger-strike, 
ete The doctors’ association belonging to 
the ruling party faithfully supported every 
action of the government. When the situa¬ 
tion reached a climax, the health minister, 
being pressurised by the chief minister and 
the finance minister, the latter being a 
relative of one of the dismissed doctors, 
suddenly reversed his earlier action and 
rekistaied the dismissed doctors. This sud¬ 
den reversal took everyone by surprise. But 
none expressed surprise when the faithful 


dodofi* association reversed its Iliind 
equally suddenly to declare that hs earlier 
endorsement to the dismissal was a 
mistake and the reinstatement was the cor¬ 
rect step. 

It is not, however, aqggested that the 
demands raised in all sorts of agitations 
are fully Justified that should be conced¬ 
ed. What sticks out like a sore thumb is 
Uie uniformly stereotyped conduct of the 
LF.mass oigapisations in supporting the 
government's stand on every occasion and 
the government’s non-response to agita¬ 
ting people if they do not belong to the 
ruling parties. Even the gesture of inviting 
the agitators for a talk across the table is ■ 
viewed as a prestige-issue. Only one fac¬ 
tor makes a difference. When there is 
violence, the government reacts with 
responses, negotiations and settlements. 
So long as an agitation is non-violent, 
nothing moves. 

What then is the lesson to draw? What 
role is to be accorded to the values 
established by bourgeois democracy in the 
framework of parliamentary politics? 
Should Maharashtra under Congre$s(l) 
regime be held as more democratic than 
the left-ruled West Bengal? In West 
Bengal, one cannot think of the resigna¬ 
tion of a health minister because of the 
loss of a few innocent lives due to 
negligence in the hospial. Here, ineligible 
wards of ministers and party-bosses (who 
were unsuccessful in admission tests) are 
admitted in the MBBS course by the ex- 
erci.se of special discretionary powers of 
the chief minister. Every year, intense lob¬ 
bying is witnessed for a .seat in the chief 
minister’s quota and the beneficiaries in¬ 
clude big businessmen, police officer, 
MLAs, minister and political leaders of 
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POTOMAC MUSINGS 

Transformation of the Blacks 

DeeiM R Khatkliale 

Thm was a time when race and class were indistinguishable in 
the US. Now change with all its political and social connotations 
is in the air. In behaviour patterns—stock exchange transactions, 
ownership of cars, use of credit cards—an affluent black and an 
affluent white are beginning to look alike. 


WE Indians as a nation and a society are 
weighed down by the burden of over two 
thousand years of history. The history of 
the glorious past beckons us, brin^ to life 
our dormant ambitions and desires but 
only to depress us in the face of unsavoury 
present, vii then like to assert the unasser- 
table, believe the unbelievable and act the 
unactable by spouting homilies to others, 
particularly the people of other continents 
and cultures. A favourite theme is the in¬ 
trinsic superiority of the moral founda¬ 
tions of our polity, civilisation and the 
spiritual garb of our temporal existence. 
Being egocentric and also susceptible to 
flattery, we often mistake polite remarks 
on our society and culture as a seal of ap¬ 
proval, without realising that we thereby 
give vent to our ingrained inferiority com¬ 
plex and intellectual barrenness. 

All these cynical thoughts crowd the 
mind seeing resurgence of the blacks in 
a white society where until the mid-1960s 
they were pariahs, scum of the earth, 
denied the right to live as ordinary human 
beings despite the ostentatious trimmings 
of a democracy. In the late 1940s the New 
\brk bus service personnel, predominant¬ 
ly white, struck work, not for improving 
service conditions or in political partisan¬ 
ship. but as a protest against a black bus 
driver being allowed to become a conduc¬ 
tor. As a bus driver, he was screened off 
from the whites but as a conductor he was 
considered to contaminate the purity of 
the white skin. Until the beginning of 
1970s the black were condemned to the 
lowest of the low menial jobs of porters 
and janitors. In a span of over two 
decades the situation has been radically 
transformed. The proportion of blacks 
entering primary and secondary education 
has shot up as much as twenty times; the 
number of trained blacks in all fields of 
higher di.sciplines is up by 10 to 12 times. 
This is very strongly reflected in the rapid¬ 
ly rising participation of the black 
workforce in white-collar occupations. In 
the ten top black cities of the United 
States, from New York to Fort Worth, the 
percentage of the black workforce in 
white-collar occupations now varies from 
a low of .15 in Forth Worth to a high of 
59 in Washington DC. The number of 
black businesses per 1,000 blacks in 
metropolitan areas has increased substan¬ 
tially with a high of 24.9 in Los Angeles 
to a low of 15.2 in Durham. NC: in 


Washington DC. it is at 22. Yet another' 
dimension to this black integration with 
the American society is provided by the 
census on interracial marriages. The total 
number of marriages in the US with black 
husbands and white wives has increased 
from 25,000 in I960 to 1,21,000 in 1987 
and likewise the total number of mar¬ 
riages with white husbands and black 
wives has grown from 26,000 to 56,000 in 
the same period. 

The real transformation of the blacks 
cannot be measured merely by these opa¬ 
que statistics. Something has stirred up in 
their psyche and in fact in their whole at¬ 
titude towards their place in the sun. 
Yesterday’s underdog does not want to re¬ 
main an underdog any longer. There was 
a time that race and class were indis¬ 
tinguishable in America, with the black 
totally identified with the downtrodden. 
Now change with all its political and 
social connotations is in the air. In cer¬ 
tain behaviour patterns an affluent black 
and an affluent white are beginning to 
look alike. In regard to stock exchange 
transactions, a black with high income 
apes his counterpart among.st whites, and 
a similar behavioural pattern is discern¬ 
ed in regard to ownership of cars, use of 
credit cards, and so on. l^e emergence of 
the black elite has created different kinds 
of problems in American .society. Though 
much of today’s progress of the blacks is 
owed to affirmative action, the black elite 
is beginning to feel that the government’s 
welfare programmes tend more to inhibit 
their self-confidence than to conduce to 
their welfare. A divorce of race from class 
is having its impact on political align¬ 
ments. Blacks are no longer the un¬ 
shakable anchor of political support to 
(he Democratic Party as in the past. The 
Republicans ate making forays into the 
black electorate. 

The assertion by the blacks of their 
presence in this society has sad echoes in 
a faint heart of an expatriate Indian 
whose land has been as starkly pockmark¬ 
ed by the problem of untouchables as 
America by blacks-related issues. Forty 
years of freedom from British rule have 
lapsed, but large masses of scheduled 
caste and other similar groups have con¬ 
tinued to languish. History teaches by 
analogy but Indian sodety and the powers 
that be at its helm have not learnt any 
lessons. Scheduled castes and other 


backward diisses conunand our lUaitio^ 
only as vote banks. YMe rise to acdou only 
in lure of acquisition of power. Reserva¬ 
tions for thein.in various fields are not 
uken as a meaiu to detrate their status, 
to enable them to live their lives with 
honour and dignity, to ignite their self- 
respect, so that they can pull themselves 
up by their shoestrings. Everything done 
for them smacks of charity, a gimmick. 
Not that none amongst them has bene¬ 
fited by some of the largesse heaped on 
them. Some of them have but th^ have 
become vested interests through interac¬ 
tion with a peculiar chemistry of the 
Indian political process. They cling to the 
privileges arising from reservation; class 
is not detached from caste, even when a 
benefiting caste changes its class to the 
next in the social ladder, and therefore 
there is no attempt on their part to cut the 
umbilical cord of special privileges. Con¬ 
sequences of this perversion of a social 
policy are enormous. It has aborted the 
progress of scheduled castes by subbing 
their self-confidence and pride, while giv¬ 
ing a free rein to the parvenus amongst 
them to exploit the privileges reserved for 
the scheduled castes as a whole for the 
comfort of a few. This is why the con¬ 
tinuation of affirmative actions in respect 
of backward classes has triggered a 
counter-action from the more advanced 
castes. Is it beyond the pale of human in¬ 
genuity to redefine the nature of affir¬ 
mative actions, in such a way that it is a 
correlate more of a class than a caste, of 
means rather than colour? The blacks in 
America are intermarrying more easily 
with the whites than the scheduled castes,, 
they can set up more businesses on their 
own than their equivalents in India, the 
affluent among them have the self- 
assurance to drop the crutches. Why, one 
laments, is this not happening in India 
with its hoary history spanning over two 
thousand years. 
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REVIEW ARTICLES 

Studies in Migration 

\ Nath 

Studies in Migration: Internal and International Migration in India edited by M S A Rao; Manohar Publica¬ 
tions, Delhi, 1986; pp 400, Rs 200. 


I 

WHO migrate? Why do they do it? What 
satisfactions or relief from problems in their 
original homes do they seek in migration? 
How do they decide where to go? What 
problems do they face as a result of the 
migration, which involves for most migrants, 
leaving the security provided by the family, 
the community, well-established patterns of 
work and of economic and social relation¬ 
ships, to live and work in a radically different 
often harsh and hostile environment and 
among people most of whom are strangers. 
Tor most mule migiants to Ihe cities migra¬ 
tion involves, in addition, separation from 
their families for long periods with its at¬ 
tendant loneliness and hardship for both 
ihemselses and their tamilies. How. by 
whom and why are the migrants provided 
with the inlormation required to take the 
decision to migiatc and to choose the place 
ot migration and the work there. Ky whom 
are they assisted in tins place in finding a 
job and a place to live in, and to make the 
numerous adjustments required for living 
them. In other words, what arc the informa¬ 
tion and support systems that the migrants 
seek and find lot taking the decisions, men¬ 
tioned above? Is migration by individuals ot 
bv groups? Is it peinianein long-term, lem- 
porary/short-term. seasonal oi yvar-round? 
What problems do the migiants create in the 
places of in-migiatioii? What adjustments 
are required by the older residents of these 
places at individual, community or govern- 
nu-ni structure levels, to solve oi mitigate 
these problems? W'hat new perceptions, at¬ 
titudes and patterns of interaction between 
the migrants and the older residents must 
evolve so that the two groups can live in 
peace and harmony, without conflict or 
tensions? 

I licsc and others related to them aie the 
lirineipat questions to which most studies on 
migration are addressed. The studies have 
I nine to occupy an important place in social 
science research in the post-War period, 
which has seen domestic and international 
migrations of unprecedented magnitude. 
Beginning with migration in the late I94fls 
,<.'nd the early l9S0s of millions of refugees 
from eastern Europe to western Europe, 
North America or other regions, enormous 
numbers of people have moved from rural 
to urban areas within their own countries 
and to foreign lands. The migrants have 
sought greater security of life and property, 
higher incomes, higher levels of living or 
other benents. llie movements have changed 
■he demographic, economic and social struc¬ 
tures of many countries or regions. They 
have contributed to rapid urbanisation on 
a global scale with its attendant problems, 


acute in the I.DCs but cncounteied also in 
varying degrees in the developed countries, 
ol congestion, shortages of housing, 
pressures on ihc physical and social iiilra- 
struetures. environmental pollution and 
social tensions and eonfliets in the ciiies. 

•At Ihe same tunc, the nugranls have made 
a major eomributioii to economic develop 
ment in the cjninines oi regions ol m- 
niigraiion. In the immediate post War 
period, they comrihuied to rcconstiuciioii 
ol wai-rasaged economies. Ihev relieved 
shortages of skilled oi unskilled lubinii oi 
of critically needed prolcssionuls and took 
up arduous, unpleasant jobs whicli the 
nationals of the countries were leluctani lo 
I lOili Ihe mid IU7(ls. howevei, with giowine 
unemployincni in ihe host couiiiik's. p.n- 
liciiUirly ol weslein I mope, llie piesence ol 
laige numbers ot inigrums has led to ten- 
sions ,iiid oss.isioiKil loiiHicis between ihein 
and the nationals, these have been aviile 
wheie there weie shaip diMerences ol vol 
oiii, language or lehgioii between the two 
groups. 1 he governments ol the host conn 
tries base, iindei iiisreasing pressures tioin 
then n.ilionuls, taken legislative and olliei 
measures to lesiiui migiation and to en 
siuiiage ihe iiiigraiiis to leiiiiii lo then home 
souiilries 

I he etlivls ot laige-seale iiiigialion in the 
home cininiiics or regions ol the migiants 
have been the siihiect ol imicli voniioveisv 
among development economisis and policy 
makers Acsoiditu' to one view, cmigiaiioii 
is a maior luvtoi soiiiiibnting lo ccoiioiniv 
stagnation in nianv of these aieas. It is 
argued that cmigiaiion dm mg iheit niosi 
productise years ol voting and middle aged 
woikeis eonstiiules evpoil ot capital iinesled 
in llieir upbringing, cdusulion and training 
Furthermore, Ihe loss oi their most eneigelic. 
enterprising, better trained adults most 
iiugratiuns aie highly selective deprives 
their home eouiitrics ol ihc manpowvi, skills 
and enterprise, ihal could contribiiie mosi 
ot their economic development. Brain drain 
fiom Ihc LDCs to the western developed 
countries has been the cause ol particular 
concern lo development economists and the 
policy makers On the other hand, emigra¬ 
tion does piovidc relief from under¬ 
employment, unemployment and poverty 
from which most areas of emigration yuf- 
Icr. Remittances from emigrants help their 
families to raise then income and consump¬ 
tion levels; in many areas they are the prin¬ 
cipal source of income for the families. In 
some areas, the remittances and the ‘return 
home' of the migrants have contributed 
significantly to economic development and 
social change Besides providing the finance 
needed for improving agriculiui^ techniques 
and establishing industrial commercial or 


other enierprise.s, they have provided the 
innovative ability and the capacity to lake 
risks, which are essential for technological 
ehangc and establishment oi new enterprises. 
Finally, rcmiiianecs by emigrants are a major 
source ol loieign eschange earnings in many 
v'lviiniiies. and contribute to reduction of 
theii hircign exchange deficits. 

large-scale migiation, domestic and inter¬ 
national, van be espevied to continue in Ihc 
loreseeuble fill tire. Within the I.DC's, vast 
nuniherv will keep moving from rural to 
III ban areas and acioss legions, as the strue- 
inial tianstoiniatioii of their vvonoinics and 
vovieiiev, tiiin; piedominanily rural- 
agianluiial to doiiiiiianils uiban-mdustrial- 
veivive. coiiiiniies. I he phenomenal growth 
ol ail iiavvl anil the levhnohigical revolution 
III lelevoniinniiivaiions h.ive so reduced the 
vosis ol these ili.ii huge scale imeinational 
iiiigiaiioii. III piiisiiii ol higher meomes or 
oilu’i goals, can also be legaided as a near 
leri.iiniv. I uilheiinoie. plienoniena like the 
l.iive scale iiiigiaiion dtiiing ihc l■)70s and 
ilic eailv l%(is lo the peitoicum iich Ciult 
elu .• the despt shi 
ot lahinii and piotcssioiiul skills needed tor 
then lapid vvonomie development, can be 
;d I Ilia 

III othei eoiintiies oi legions. 

M S A K.io has made through this book 
a noteworiliv voniiihuiioii lo the studs ol 
niigiaiioii III India which has vei to leceisc 
the .11 lent ion ol social scientists that is due 
io II .iiul that It has leceived ulteady in many 
louiiiiies, paiiicularly ol Fuiopeand North 
Aniei iv.i I’uhlished altei his death, Ihe book 
bears testimony lo his wide range of inleresis 
and 10 Ins ability to focus on the most im- 
poriaiii policy issues and research ureas in 
a subicsi. I he latter in relation to migration 
are highlighted in his essay, ‘Some Aspects 
ol Sociologv ot Migiation in India' 
(pp I9-.IM 

Ihe 1(1 studies eolleeied m this volume 
were pieseiited at a workshop on urbanisa¬ 
tion organised by M S A Kao (date and place 
not mentioned). I hey covet a wide range 
and include rural-urban, rural-rural, 
domestic and international, and historical 
(19th centuiy) and posi-War migraiion.s. In 
content and methodology, they range from 
Ihe primarily descriptive to those aiming to 
develop explanatoiy models, or to evaluate 
the applicability to India of the available 
models. 

Studies of rural-urban migration are 
represented by four out of the 10 studies with 
proportionate share of the length of the 
book. Two of them, focusing on demo¬ 
graphic aspects of migration to the cities, re¬ 
ly heavily on data of the decennial censuses 
of population. The third study (by Sundanm) 
aims at evaluating the applicability to India 


Eco n omi c md Political WMkIv May 21. I98II- 



of the Todaro model of rural-urban migra¬ 
tion in the LDCs.' It uses data of the 28th 
round of the National Sample Survey of the 
1971 Census of Population and of the Rural 
labour Enquiry Commiiiee. 1974-75. The 
fourth, a micro study of organisatiun'and 
patterns of work, among residents of a slum 
in Vijayawada, an irnporiani trade and 
transport centre m .Andhra Pradesh, is based 
on data ol a suises conducted among them 
by the author liimselt 
The lour studies ot rural rural migraiion 
also have a rather wide range ot coserage hs 
groups, h\ legions and b\ historical periods. 
I hes lelaie to: (i) niigruiion in the |9th and 
the calls 2l)ili century ol tnhals troni 
(. Iihot .1 .S.igpiit and the Santal Parganas 
district ol Wi’ci lieiigal to the tea gaidcns of 
Assam .iiid mil th llengal; (li) their 20th een- 
iiirs iiiigi.iiiiiii (ciiiitiiitiing) to the Siiiidai- 
h.iiis .iiid olliei loiesled ureas ot southern 
V\c'sl Itciic'.il, (III) inigialioii ot iiMigiii.il 
t.iniicis ,iiid landless .igiiciilliiral lal<(Uiieis 
tioiii ilie dioiicihi pione distiicis ot Karn.ii.ik.i 
to II 11 ".lied land-, iindet ihc liiiigabli.idi.i 
pioicsi. .ind to) Miigialioii ol Isaiiiiii.l 
l.liineis tioiii llieii ciowded sill.iges in the 
e.isic'in pari ot llie West (lodasaii disiiiei 
ol Aiullna Pi.tdc-sli lo newly iirigaled lands 
III llie scesleili p.iil ol the same dislllet. .ic 
coiiip.iined lot kilhmcdl In out inigtalioii 
lioin (lie .iie.i ol tiib.ds whose lands liase 
been l.iU'ii b\ the kaiiinias 

[he isso studies ol inieitiaiional niiei.i 
non lelatc lespeclisels li' (i) the l.ilc I'hti 
ccniuis and calls 20ili ceiitniy inigiaiion 
tioiii i.isiein I I’ .ind iioiih liiliai and ilie 
\oiih Auoi distnei ol ihe lorinei M.idi.i 
piesidei'cs ol iiideniMied l.ibonieis lo the 
siig.ii I’l.iiit.iiioMs ol Nal.il iSoiiili Aliii.i). 
.iiid III) flic- post Wai )iiii't.ilion i>l Sikli 
p<.is.iiiis lioiii I’lini.ih Ic) I iii’l.ind I lie>e 
siiidic's Use ci.iia deiised lioni a s.iiiets ol 
soiucc-s leiisusc" ol popiil.ilion. hisioiic.d 
lecoicts. and iiiic lo sindic s condiisted hs ilu 
.iiilliois llieiii'clses Ol oilieis 

Ihe )iiincip.il oiiiissions in coceiagc .ne 
ol studies ol nueialion (il uilliiii liuli.i lo 
ihe new iiidiiMi lal cilies. .nid iniiiing ceiilies, 
Ol 111 ness lossnshil's looilecl neat esisimi' 
silies. III ni.ins s't scliidi leiisioiis hs-lsseeii ilic 
nuci.uils .iiicl ihe oldei icsidcnls h.oe 
hccoiiii eiideinii. .iiicl llieie h.ise iilso heen 
.poi.i.li. s.oleiii coiillicis, .iiicl III) lo Die 
"'.ill I' MMiti ic's Ills'l.illei li.is coiiliihiiled lo 
l.iie.' iiic'c'iiueni. especi.ills in housing, in Die 
home .iic.is ol Die eiingianls nolabis Kci.ila 
and Die .idioining coasi.d disiticls ol K.li 
nai.ik.i. i.iised inccMiies and Icscls ol lisine 
ot Die unci.mis' lannlics and piosided iclict 
fioni liidi.i's I liionic balance ol I'.isincnis 
detuils 1 liese sliicllc's sst>uUI li.ice tilled 
impoii.im iMps in cosci.igc ol posi 
indeivticieiue niigiation I bey scoiild base 
heen iil iiili|'|;si .ilsii hec.inse simil.ii niigia 
ti^^ns all- evpi'cled lc< icciii 
^loie serious, hossesei. than the g.aps in 
areas ot coseiage aie ihose in the conienis 
elf sc'ccial studies 01 clelicieiicies in then 
inc‘ihodolc')!s and oiganisaiicin 'Xmong the 
studies ot rnial uihan migtation, there is 
conspicuous ahscnce ol those liK'iising cm 
(i) the m.tjoi changes in ccoiinmic aciisny, 
consuomiion and lite style that the migrants 
hnsie.t<t%halce in the uiban areas tss accom¬ 


modate themscises to their new environ¬ 
ment; (ii) the problems that they face in 
making the changes and how they cope with 
them; (iii) the enormous needs for invest¬ 
ments for expansion of employment, hous¬ 
ing and urban infrastructures, consequent 
on the rapid increase in the urban popula¬ 
tion to which migration has made a major 
coniribuiion, and (iv) the tensions and con¬ 
flicts between the migrants and the older 
residents of the cities or towns, and how 
these arc resolved over time so that the two 
groups can lisc in peace and harmony and 
the migrants begin to consider themselves 
(and arc accepted) as members ol the urban 
community. 

,A second noicysorihy gap is of sirtual abs¬ 
ence of studies that cover both ends of the 
migration stream the conimuniiy of origin 
c'l the migrants and their host communiiy- 
and bring our through field suiseys or other 
micio studies' (i) the udj>:sinients made by 
the coiiiiniiiinies at Ihe two ends and the 
iiiigiaiiis tbc'inseises during and aliei the 
niigr.iiioii, and (n) the econoinic, social .ind 
polilual cllcvis c)l llic inigiation. Halwcg's 
studs ol iHistWai niierutionot IhinjabSikhs 
lo I iieland Isec below) is the oiils one which 
h.is lliese ohit'clisi's li is based on Ins lielcl 
wotk 111 boDi Die I nglish a.id Die l‘un|..b 
coniniiiiiilic's siiidied and o gioiiiided, 
besides, in a well developed iheoietic.il 
rnodc'l Ihe peiiod ol three decades ol 
inigiaiion and adinslmcnl is disidcd into 
loin siib-peiiods Ml sshich the coiulilions ol 
woik and lising ol the migrants .nid the pei 
ct'plions and deinands ol Ihe comiiuinities 
at the iwo ends and ol the nngiaiils and then 
taniilic's tindeigo ma|oi cli.ingcs 

I his IS noi III iiiideistate Die iiiipoitaiiee 
ol Die subic'cls chosen by the anthois Oni 




object is only to draw attention to the gaps 
in coverage or deficiencies in methodology 
or organisation of the studies as a result of 
which some important problems and policy 
issues, associated with migration, are either 
not discussed or not discussed adequately. 
lU'o of the four studies of rural-urban 
migration concentrate on analysis of the 
demographic and socio-economic charac¬ 
teristics of the migrants ip the cities. Premi 
discusses the characteristics of the migrants 
in great detail laxmi Narain's study, entitled 
‘Growth of Metropolitan Cities and Their 
Migrants’, is however a loose, somewhat dis¬ 
jointed combination of (i) a historical review 
of growth of the 12 metropolitan cities which 
had populations of a million or more in 
1981, and (ii) the characteristics of the 
migrants. Both studies are based primarily 
on analyses of data of the censuses of 
population particularly of 1971 and include 
a large number of statistical thbles taken 
from the latter. They could have been greatly 
reduced in size by briefer descriptions, 
focused on the most important points, and 
major reduction in the volume of the 
statistical data. The latter should have been 
selected carefully and processed, in.stead of 
being presented in virtually unproccs.scd 
form. The other two studies of rural-urban 
migration have limited well-defined objec¬ 
tives which are achieved with more or less 
success. 

Tdtaji's study among the residents of a 
Vijayawada slum aims to dem.instrate that 
contrary to the widely held iinpression. the 
urban informal sector is not unorganised, 
but has features of organisation very similar 
to those as.sociated with the formal or 
‘organised’ sector. Thus workers in several 
branches of the informal sector, such as 
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loadinf and unloading of goods on trucks 
and railway wagons, and loading and 
unloading of sand on trucks, arrorganised 
into groups called muthas, with membership 
varying from as few as IS to as many as IdO, 
and are also members of trade unions, hav¬ 
ing links with national political parties. Most 
nf the rickshaw pullers are also members of 
I hr trade unions, although the mutha groups 
are not found among them> Wage rates. 
i\ pes of work done (or not done) and other 

editions of work in these branches are 
.Iveidcd through negotiations between the 
rpresentatives of the workers and of the em- 
piov'crs in much the same way as in the orga¬ 
nised sector. Furthermore, entry into most 
■^'lanches of the informal sector is neither 
Hoc nor easy. In loading and unloading of 
oi'ods on trucks and wagons, for instance, 

I hr new entrant had to purchase his job on 
p.iymcnt of substantial amount.s of Rs 8,000 
III Ks 10,000 at the time ot the study. 
I’relerence was given to new entranis who 
h.id ties oi village of oiigin, caste, kin, etc, 
nilh the older workers. These points are 
made convincingly to the exclusion however 
.It any othci aspect of working or living in 
ihc slum 

Siindarnm concludes that the lodaro 
model ol rural-to-iirban inigtatioii in Ihc 
I L)fs in which the large difference between 
ilie existing rural and the expected urban 
income ol the migrant is the principal fac- 
Mi iiidiicing the migiation is not upplicahle 
III India Dm ihc csideiice picscnicd in sup 
poll ol ihis conclusion is limited to llic 
eviieiiielv siiiull proportion of rural migrants 
III scaich ot work in the urban population 
>1 the urban labour torcc. tinder the mote 
|i|aiisible assumptions ihat Sundaram 
lavoiiis, the ull-India figure is 20 pci lO.tMK) 
of 'he urban population with ihc ligiircs loi 
Ihc ihtec more industrialised states ot 
Muliuru'ihtra, Tamil Nadu and West Bengal, 
slighllv liiglicT III the 22-25 per 1(1,000 lange 
(fable At, p 181). the number in relation 
lo ihe urban laboui loiec, which is csliiiialcd 
to bo three limes ihese figuies, remains well 
under I pei cent ol the urban loice even in 
ihc more itidiivliiahsed states (p 182). 

However, ihe relevant question to ask and 
Ihe latio to use is noi the pioportioii of 
migrant laboui force to the total labour 
lorce, but that of (he migrant to the incre¬ 
mental labour force during a period. The 
latter pioporfion would be very high indeed. 
The Draft Regional Plan foi the National 
( apital Region mentions, foi instance, that 
migrants constituted 57 per cent of the 
increase in population of Delhi during 
1971-81.' Their proportion in the increa.se in 
the labour force during the pericxl would be 
even higher. It is well known that migration 
to the cities is highly selective of young males 
in the working age groups whose work parti¬ 
cipation rate is significantly higher than that 
of the total population.^ The DRP men¬ 
tions also that one-third (3.1.4 per cent) of 
the migrants to Delhi during 1971-81 came 
for employment and another 40 per cent 
came for family reasons.' Most of the latter 
would undoubtedly be wives, children and 
other family members of recent migrants 

These figures corroborate the oft-repeated 
argument that the principal reason for 


migration to Indian cities is economic, and 
that most of the migrants are attracted ^ 
the prospects of higher earnings in the cities, 
or to escape rural under-employment or 
unemployment, chronic poverty and threat 
of starvation during periods of drought, 
floods, etc. Social or socio-economic motives 
such as the desire to escape from the low 
social status and humiliations of the village 
for migrants of the scheduled castes and 
scheduled tribes, and exploitative relation¬ 
ships, such as bonded labour for migrants 
subject to it are Also important, though they 
may not be slated. Frequently, the motives 
are mixed or the migrants are reluctant to 
reveal the true motives. 

These and other motives for migration 
can be determined only through sample 
surveys accompanied by in-depth interviews 
among the migrants .Such enquiries can be 
conducted however by investigators who aic 
trained for and have considerable cxpctieiiee 
of using these techniques. Reliance on 
macro-economic dat.i. as Sundaram does, is 
not appropriate toi testing the validity of 
models such as loJaio's. 

Mosi of the studies on rurul-rurul nngia- 
ti'ui and one ol ilu- studies on inieniational 
migiation that ul iiideiituied laboiiieis to 
the sugaie,ine plani.iiions of Nai.il com.iin 
lung deseiiptions, vs Inch intcileic to .m 
extent with analysis ol trends, problems ,iml 
policy issues I uiilu'Miiore, ihcre is con 
sidciabic lepeiiiioii in the dcscripiions, in the 
two studies ot migiation of tnbals ot C'hhoia 
Nagpur and Ihe Sanihul i'argaiias disiriel ot 
West Bengal to the tea gardens ol Assam and 
notlh Bengal and to iIk forested (and other) 
areas ot southern West Bengal. Siiici both 
migrations have had similar causes and not 
dissimilar end —results, one ol Ihem, pie 
lerablv Choiidhiirv and Bhow-mik’s study, 
‘Migration of Chhota Nagpui Iribals to 
West Bengal', could have been omiited 

II 

f>isc'ussioiis ol migration m India have 
tradilionally hern dominatc’d by ihe relative 
importance ot ‘push’ and ‘puli' lueturs in 
inducing migration. 'Ihc impoituni role of 
the ‘push’ factoi is self-evident in a country 
in winch absolute calory deficiency is a tact 
of life lor 40 (u 50 per cent ot the popula¬ 
tion and widespread undci -employment and 
unemployment are endemic ovci large 
regions. The threat of starvation aequiies 
added urgency in periods of drought and 
crop failure. The landless labourers and 
marginal farmers of the drought-pione 
districts of Karnataka migrate to the newly 
irrigated lands under the lUngahhadra pro¬ 
ject, primarily in search of subsistence. The 
migration is concentra'.ed in the dry..scason 
and increases greatly in years of drought and 
scarcity of food in which the threat of star¬ 
vation is imminent. The author, Vidyasagar, 
explains that the migration docs not result 
in any long-term improvement in the econo 
mil' condition ot the migrants. 1 heir meagre 
earnings during the stay in the proieet area 
do not give them enough savings lo make 
ilie investment required to improve agri- 
eiiliural techniques productivity and income 
or to improve their consumption. H.scape 
liom starvation was, similarly, an important 


factor in the emigration of the indentured 
labourers from eastern UP, Bihar and the 
coastal areas of the former Madras presiden¬ 
cy to the sugarcane plantations of Natal 
during the I9th and the early 20th centuries. 
The fluctuations during this period in the 
number of migrants, for instance, were 
related as much to the incidence of drought 
and scarcity in the areas of origin of the 
migrants a.s to variations in the demand for 
labour on Ihe plantations, which was deter¬ 
mined, in turni by changes in the inter¬ 
national price of sugar (p 348). 

The deprivation which condemns the rural 
poor to undernutrition and the threat of 
starvation, in years of drought and scarcity, 
may be due to historical reasons. The 
landless labourers and marginal farmers of 
eastern UP, north Bihar and coastal Madias 
had been deprived of land or had tiny, 
uneconomic agricultural holdings as a result 
of progressive subdivision and fragmenta¬ 
tion with increase in population, over several 
decades. However, as many as three of the 
lour studies of rural-rural migration, col¬ 
lected 111 this volume, describe at length, the 
process of dispossession and deprivation 
which culminates in migration of the dis¬ 
possessed gioiip. Two studies relate to Ihe 
dispossession impoverishment, alienation 
and eventual out-migration of the (ribals ot 
('lihoia Nagpur and the Santal Parganas 
disiiictol West Bengal. [ he process extended 
osc! u long peiiod, fioni the latter half of 
the I8i h century to the early part of this ceii- 
luiy. I he third study relates to the post-Wai 
oiii-migration ot iiibals ot the western 
pail ol W’'est Cioduvari district ot Andhra 
Priidcsli, alter their newly iriigatcd lands 
hud been taken tiom them bv kamma 
turmers coming trom the casiern part of the 

of 

lood Ol comiiieicial crops, especially light 
nuc-ciiled Viigmia (Iks) lohacio. 

Ihc tnbals ot ( lihoia Nagpur and the 
S.iiital I’argaiias begun to migiaic lo the tea 
gaideiis ol Assam and noithern West Bengal 
ill Ihe latter halt of (he 19th (.eritury, and to 
the toiesicd areas of Siinderhuns and Ihe 
udjoming dtsii ids of West Bengal somewhat 
laiei, during (he 20(h century alter they had 
been dispossessed of theit traditional lands 
bv outsiders aided by the goveriimcnis, first 
oftiibal ruja'> and later ol ilie British. 'The 
rajas conterred, utter conversion to Hin¬ 
duism III Ihe 18(!i ceiituiy, laRirs on dikkus 
(ouisiders priests, courtiers and others) on 
lands which had been cultivated by the 
tnbals lot centuries undei the shifting cul- 
lisatiun system. The jaginiars were recognis¬ 
ed by the British colonial government as 
owners of the jagir lands when the pcrina- 
nent settlement system was extended to the 
area at the end of the 18th century, l-'urther- 
morc, the British judicial system, as well as 
the held level officials of the colonial 
goscriiniem tavoiircd the dikkus at the 
expense ol the tnbals. The r/iA'k'iM were coin- 
paratiscly rich. iindeisKHxl the new laws and 
adnimisiiatise practices, and could establish 
good relations with the officials, while (he 
inhals were poor and ignorant of (heir rights 
as well as ot the ways ot the officials. T hey 
were thcrelore ruthlessly exploited by Ihe 
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dlkktis in coUuiioii with the official*. The 
colonial loveriiiiient itielf terminated the 
ttaditionid right* of the tribal* in foiesu 
located dole to their village*, which had pro¬ 
vided them with fuelwo^. timber, fodder 
and grazing for the animals, various usefttl 
forest products, and also food in years of 
scarcity. Large areas of the forests were 
declar^ as 'reserved' by the governmmt. 

The numerous revolts of the tribals all 
through the 19th century against their 
dispossession arid impoverishment were 
ruthlessly crushed by the government, 
impoverished and alienated they finally saw 
in migration to the tea gardens an oppor¬ 
tunity to rebuild for themselves a new life, 
which-would provide them with adequate 
subsistence. The tea gardens, which had 
begun to be developed from the 1840s, 
neraed the migrants because the local 
population was small and sras also not will¬ 
ing to do the regimented and arduous work, 
required in the gardens. The forested nature 
and sparse population of the garden areas 
and the fact that besides the men, women 
and children could work in the gardens, 
made rrtigration to the gardens particularly 
attractive. Whole families and communities 
could move together to re-establish them¬ 
selves within the gardens. The more difficult 
tasks in the gardens such as clearing of land 
and planting of tea bushes had to be done 
by the men, but the lighter tasks, especially 
the continuous and extremely time- 
consuming work of plucking the tea leaves 
could be done also 1^ the women and the 
older children. Indeed, with their nimble 
fingers and greater patience, the women and 
the older girls were better at it than the men. 
And since land was plentiful, whole com¬ 
munities could move to establish their new 
villages within the gardens. Thus, British col¬ 
onialism provided, first, the conditions of 
'push' which induced the tribals to move 
from their traditional homes, and later of 
'puli’, which attracted them to the tea 
gardens. 

In all such cases, the dispossessed group 
has lacked the ability to stand up to the 
invasion of its traditional rights by the new 
comers, who arc superior to it in knowledge, 
contacts with officials a vital source of 
powei - innovative or entrepreneurial ability 
and capacity to exploit new opportunities. 
The dispossession of the weaker group, 
followed ^ its impoverishment and aliena¬ 
tion, would start with administrative and 
legislative changes, and would be accelerated 
and intensified by the local officials, who 
generally colluded with the new comers to 
exploit the weaker group. On the other hand, 
legislation aimed at protection of the latter 
is generally ineffective. Both the laws passed 
by the colonial government during the early 
decades of this century to prevent alienation 
of lands of the tribals, and the more recent 
Andhra Pradesh legislation which has the 
same objective, have not had the desired 
results. The tribals did not have adequate 
conception of their rights and privileges 
Under the law, and the aggressive new com¬ 
ers have easily got around their protective 
provisions through various extra-legal 
means. 

In the study, mentioned earlier, of the in- 


mlgmtioii of kamma fiiniiert to the oewly 
irr^atad lands of the Wtst Godavari diatrkt 
(fottowed Iv out-migiatiop of the tribal*) 
Rao gave a fascinating account of the 
kammas* values and motivations in the 
tnigration. He explain* that the value system 
of the kammas is future-oriented. They 
began to migrate not because they were 
deprived or impoverished in their old 
villages, although their holdings were get¬ 
ting progressively smdler on account of sub¬ 
division, with each new generation, but 
because they foresaw that while th«r limited 
holdings would prove increasingly inade¬ 
quate for their children and grand children, 
the newly irrigated lands offered much l^er 
land holdings on which, moreover, the highly 
remunerative crop of Ifcv tobacco could be 
produced. The 'puli' factor was thus stronger 
in their case than.the 'push' factor. The same 
was true of migration of Punjab Sikhs to 
England. They too were not deprived or im¬ 
poverished at home, but saw in the migra¬ 
tion an opportunity to get rich quickly 
through high earnings and savings. 

Both migration have been developmental. 
The kammas have developed production of 
the Ifcv tobacco, besides intensive cultivation 
of paddy and other remunerative crops. 
Remittances home by the migrants to 
England, have financed a large proportion 
df the investment in new houses and com¬ 
munity buildings in their villages and more 
impartuni the investment needed for change¬ 
over to the new, higher productivity agri¬ 
cultural technology, associated with the 
green revolution. The investments, together 
with the new ideas and the increased finan¬ 
cial capacity of the farmers to take risks, 
involved in the change to a new technology, 
were, according to Halweg, major factors in 
sparking the revolution in Punjab. 

Ill 

One of the more interesting studies in the 
book is by Halweg, an English .sociologist, 
and relates to the post-Wbr migration of Sikh 
peasants from the villages of central Punjab 
to English industrial towns. Using for his 
micro studie.s. Gravesend, an industrial town 
located near London, in which migration of 
Indians (mainly Punjab Sikhs) had been so 
large that they constituted 13 per cent of its 
total population of 55,000 by 1978, and 
Jandiali a small village (population approxi¬ 
mately l6(X)in 1951) of central Punjab, from 
which there had been such large emigration 
that very few young men were left behind 
in the village by the late 1970s, he describes 
the changing perceptions, motivations and 
behaviour patterns of the migrants, their 
community of origin in Punjab and their 
host community in England. The changes 
are described for four periods which he 
designated as 'pre-migration', 'freedom', 
'conflict' and 'settlement', and which 
extended from the early I950.S to the late 
1970s. The theoretical framework developed 
by Graves and Graves for such three-way 
inter-actional relationships is used to 
describe these changes,'’ 

Halweg starts by explaining that in the 
posi-U'ar period of rapid and low cost air 
travel, post and telecommunications, the 
community of origin continues to exercise 


a strong iafluenoe <» the mignntt. They are 
no longer isolated from it, a* the indentured 
labourers and other migrants to foreign 
countries were, during the 19di century, or 
even in the decades before World Wu 11. In 
case of Sikh migrants, the interaction (and 
conflict) between the cultures, values and 
practices of the community of origin, and 
the host community increased greatly with 
the arrival in England of their wives, 
children and other relatives. This change was 
hastened and intensified by reports cir¬ 
culating in England and Punjab from 1960, 
that severe restrictions were going to be 
placed on migration by the British govern¬ 
ment. They were, with passing by the British 
parliament of a new Immigration Act in 
1962; the Act contained provisions aimed at 
greatly reducing immigration from the coun¬ 
tries of the. 'black' Commonwealth, prin¬ 
cipally the countries of south Asian region 
and the Caribbean. There was virtually a 
rush of families, other relatives and friends 
of the migrants to enter Britain before the 
new restrictions came into force. There was 
another large wave of migrants of Asian 
origin, mainly Indians and Pakistanis from 
Uganda and other east African countries 
in the early 1970s; migration from the 
Caribbean was declining by then. By the 
mid-1970s, the numbers of Asians in many 
English communities had become so large 
that the English began to feel that thfcy were 
being overwhelmed by the.se people, whom 
they had once ruled, but who were very dif¬ 
ferent from themselves in colour, race, reli¬ 
gion and language and had also radically 
different attitudes, values and behaviour pat¬ 
terns, routed in their own highly developed 
culture. 

Conditions favourable to emigration from 
Punjab villages had been created by in- 
migration into them, in the wake of the 
partition of India, of several million refugees 
from Pakistan. There was scarcity of land 
and pressure on resources. But the principal 
factor inducing the migration to England 
was the attraction of high wages in English 
industry, and the opportunity to become rich 
quickly. The migrant felt that he could save 
a large proportion of his earnings to ac¬ 
cumulate a substantial sum in a few years, 
and the new 'wealth' would enabM him and 
his family to gain ‘maaif (prestige) in the 
village. 

During the pre-migration and early migra¬ 
tion periods in the 1950s, exaggerated stories 
of high earnings and the new wealth of the 
migrants had created in Jandiali (and other 
Punjab villages) a climate in which every 
ambitious young man wanted to migrate. 
The stones coming through letters home of 
the migrants and newspaper reports, were 
sterngthened by the behaviour of the 
migrants themselves on their visits home. 
Their new, flashy clothes, generous gifts to 
relatives and friends and liberal spending, 
swagger and falk of high earnings and sav¬ 
ings, created in the villages an impression 
of vast new wealth. 

On the other hand, the long working 
hours, going up to 90 a week, and the ap¬ 
palling housing conditions in which the 
migrants lived were not mentioned. Eight to 
ten men would frequently share a single 
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room, and 2 or 3 of them, woddng In <Sf- 
ferent ihifti would share a tingle be^ whidi 
was used round-the<IaGk. ShnOarly, die ihci 
that the jobs required doi^ aiduous work, 
and in many cases doing j^s like deaning 
of toilets, which they would never do at 
home; were not mentioned.^ 

The early migration period is called the 
‘fi^om’ period by Halweg.' The single 
men—the migration was higiy maie- 
selective—could do more or less what they 
pleasnl without being constrained by taboos 
of thdr caste or religion. Many cut their hair 
and shaved their braids, and mixed freely 
with English girls. Furthermore, since they 
viewed their stay in England as temporary, 
they worked very hard and lived frugally so 
as to maximise their savings. Their number 
moreover was not so large that the hoisi com¬ 
munities would see them as a threat to theii 
way of life. 

New arrivals in England were assisted in 
this period to find jobs and living quarters 
and to learn English ways by Sikhs living in 
England already. One of them acted in the 
early 1950s as a labour contractor for a 
petroleum refinery, which was being built 
neat Gravesend. The neighbourhood pub 
was their great meeting place where infoi- 
mation about jobs and places to live was 
exchanged, and news and gossip about home 
were discii.s.scd. Anoiher popular meeting 
place was the .Sheperd Bush giirudwara 
located not far from Gravesend. Here also 
miorination, news and gossip were discussed 
jitei the weekly service on Sundays. 

In Jandiali, assistance lo the potential 
migrants and to those living in England hv 
two young men was notewoithy. I hey 
assisted the poteiiiiul migrants bv pioviding 
them with intormation on travel and 
lacilitating then travel arrangements in 
various ways. One ot them c^'en maiiagcxl the 
lands ol the migrants during theii absence. 
I he piincip.il motive ot these young men 
vi.is to g.im prestige within the village and 
lo .itiaiii in iinif leadership positions. One 
ol them, belonging lo a pooi jai tamily, 
which had not been mgaided highly earlier, 
eventually succeeded in displacing the tradi¬ 
tional leadeiship based on the large land 
holding, wealth and prestige ol the tamily. 
Ihe oihei young man, belonging lo a iion- 
jat lamilv, became the spokesman of ihc 
lower castes the artisans and the schc'duled 
castes - ol I he village. 

As inentioned abiwe, the number ol 
migrants in this period was not so large as 
lo appear threaiening lo the English. 
Moreover, since Ihe period was one of rapid 
economic expansion in the UK. jobs were 
plentiful and the migrants' willingness to 
work long hours and to do arduous and 
unpleasant jobs which the English were 
reluctant to do, made Iheiii popular with 
English employers. 

CONI LICI Pi-.RIOD 

The freedom period was followed in the 
early 1960s by a period of tension and con¬ 
flict between the host communities and the 
migrants. It began with the arrival of the 
families and friends of the migrants. As 
mentioned earlier, there was a rush to beat 


tlw deadline of the restrictions on immigra¬ 
tion lo be imposed under a new immigra¬ 
tion act, and much larger numbers arrived 
during 1960-62, than would have come 
otherwise. Furthermore, the long post->Mr 
etpansion of the British economy was over, 
jobs were getting scarce and unemployment, 
although still small, was ifacreasing. It 
became very large during the deep recession 
of the late 1970s which followed the first oil 
crisis of 1973-74. The English began to sec 
the migrants as taking jobs away from them¬ 
selves. The migrants' very willingness to 
work hard, for long hours and take unplea¬ 
sant jobs were now perceived as constituting 
unfair competition for the English. 

At the same time, social inter-action bet¬ 
ween Sikh young men and English girls 
became less free. There was increasing 
pressure on the men from their wives and 
eider relatives, male and female, to conform 
to their traditional ways and to maintain 
their distinct culture and identity. Eligible 
young men were under great pressure to take 
as wives either Sikh girls from families resi¬ 
dent in England or from families of their 
own caste in their own village or in neigh¬ 
bouring Punjab villages. The wives and elder 
relatives did not want to lose ‘face’ and 
jeopardise their social relations within the 
Sikh community and prospects of marriages 
of their sons and daughters. 

But the pressure on the migrants to adhere 
to their traditional customs and practices so 
reduced social interaction between them and 
the English that the host communities 
became increasingly conscious of presence 
in theit midst ol a significant number of 
people who uerc different from themselves 
ill values, altitudes and life styles. They 
began to be looked increasingly as aliens 
whose absorption into the English com¬ 
munity would prove dilficult problems and 
might never occur. 

Another factor contributing to tension 
and conflict was cliange in perception of the 
migrants (and their families) towards their 
stay in England. The migrants, who had 
earlier regarded their stay as temporary and 
return to the village as their goal, now tegan 
to see England as their future home. Return 
to (he village was no longer considered viable 
because most of them found on their visits 
to their villages that (hey had got so used 
to the living conditions and comforts of 
England that adjustment back to the lack 
of amenities and the simple life style of the 
village would be difficult. Wives and 
children also missed, in their visits, the 
privacy and comforts of English life. The 
wives felt also that in England they were 
mistresses of their homes and were not sub¬ 
ject to the commands of thdr mothers-in-law. 

.SbtllbMtNTPl-RIOIJ 

In the Graves and Graves model, the con¬ 
flict period is followed, in time, by the set¬ 
tlement period in which both among the 
host community and the migrants, there is 
greater willingness to accept each others' 
ways and to live without tension or conflict 
p> 390). The change is helped by the will¬ 
ingness of the migrants' children to learn 
ai^ accept the ways of the English. A domi¬ 


nant motive for the childien U their aspira¬ 
tion to get a v>od education and move * 111 )^ 
to highly paid and prestigious protasioiial 
jobs, or at leut to white-ctdlar jobs in whidi 
hours of work are fewer and the work en¬ 
vironment is pleasanter than in the factories. 
They worked hard to get good grades in 
school and college, and got admissions to 
institutions of professional training to 
become accountants, doctors, lawyers, dc 
The school and television were thdr great 
anglicising influence. Use of the Punjal^ 
language and adherence to the distinct Sikh 
custom.s were not regarded as insurmoun¬ 
table obstacles to adoption of English ways. 
Moreover, while the parents and other older 
members of the families would continue to 
speak Punjabi, English became the language 
of the youth. Halweg explains that the set¬ 
tlement period had not been yet arrived in 
Gravesend by the end of the 1970s. But the 
marked decline in (he 1980s of the inter¬ 
racial tension and occasional conflicts, 
which had been so prevalent in the 1970s. 
indicate that it is fast approaching. 

EKFhl'TS Ol MICiRAIION 

Migration from the Punjab in the 1950s 
and the 1960s was mainly of jat young men. 
most of whom went to England or Canada. 
Migration from the lower castes - artisans 
and the scheduled castes-became signifi¬ 
cant from the late 1960s when their young 
men began to go to the middle east. The 
movement became a flood with the oil boom 
in the.se countries during the 1970$. 

The most notable effects of the migration 
in Jandiali were economic and were brought 
about by the large remittances of the 
migrants. With them the families of the 
migrants could improve their consumption 
and levels of living, buy agricultural land in 
Jandiali or elsewhere, improve the family 
house or build a new one, and also under¬ 
take the investments needed to adopt im¬ 
proved agricultural techniques to increase 
production and income. Large, new double- 
storeyed farm houses became common in 
Jandiali and other central Punjab villages 
by the late 1970s. Considerable invratment 
was made also in community works; the new 
gurudwani building of Jandiali had a tower 
which could be seen as far away as Ihe 
district headquarters town of Phagwara. 
large investments were made also in agri¬ 
culture, through digging of tubewells and in¬ 
stallation of pumps for irrigation, and pur¬ 
chases of tractors or other farm equipment, 
improved seeds and chemical fertilisers. 
Halweg explains that most of the investment 
in agriculture was financed by remittances 
from the migrants, and that the investment 
together with the new ideas and the capacity 
to take the risks involved in change-over to 
the new technology were the principal fac¬ 
tors in sparking the green revolution in the 
Punjab. He says "without emigration, 
Jandiali and Punjab might have been the 
scene of starvation and poverty instead of 
being one of the most prosperous areas of 
India" (p 387). 

We do not agree with this latter view, how¬ 
ever. The green revolution was a region-wise 
phenomenon, which affected the entiie 
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nonh'Weftern plain rqion of India, which 
had adequate and auured irrigation water 
supplies, fertile, alluvial soils, dynamic, 
ht^working farmers and well developed 
physical and social infrastructures. Although 
the Puitjab took an early lead in the,revolu¬ 
tion and the tncfease in productivity 
associated with the green revolution was the 
maximum in it, the revolution extended also 
to the irrigated areas ot Maryana, western 
UP and the three canal irrigated districts of 
western Rajasthan. During ihe late 1970s 
and the 1980s, ii has spread (and is still 
spreading) further casi to pockets with ade¬ 
quate and assured irrigation, in eastern UP, 
Bihar and West Bengal, and south into 
Rajasthan and .Madhya Pradesh. It is the 
result ol the soiiiples of factors mentioned 
above. 

• The cinierants’ remittances undoubtedly 
coniributcd to the Punjab's leadership in 
these respects But equally iniiK>riant was the 
Punjab laiineis' willingness to make laigc 
investments in land improvement and to take 
the risks involved in adoption ol the new 
technology. 

I'unheiiiiore, Piiniab had an inirastrus 
ture which included, besides q vers high 
proportion ol aiea with assured irrigation 
, a dense network ot good roads and well 
developed facilities loi load iianspoii. a 
highiv dynamic state goveiniiieiit dominuied 
bv faimers and a nctwoik ol economic in 
slilutions pai liciilurlv ciedil co opci.tlivc 
socic'iies, land mortgage banks and maikeiiiiL' 
committees, which wcie highiv icsponsivc to 
the ‘armers' iiitcicsis. With these advaii 
lages, which were fai supeiioi than those ot 
the other stales, Punjab would have taken 
the lead iii the gtccii levohitioii even vviihoiii 
the reniiiiaiKcs 

A iclatcd economi,. clicet was intlaiioii 
Prices ol agiicultuial land iiicieased bv more 
than 7 limes 111 .laiidi.ih iii 2^ vcais ‘vNn acic 
of land III .landiali cost aiound Ks 4,IN)0 m 
1954, bill III 1968 it rose lo Ks I2,(XK); ir 1971 
II cost Ks 25,0(X) per acre and b> 1978 ihe 
cost was around Ks M),(K)<I Noi only had 
the price i iscn drastically, but in 197(1, it was 
difficult to buy land at any pi ice l.aitd- 
holders, whether in Jandiali oi ilngland, 
were not willing >o sell the land which was 
their securitv" (p '87). 

T he cosi of liv iiig iiicieased so much that 
,landiah began to develop an ‘external 
economy' in w Inch iiiflu.x of outside capital 
became necessary fur a family to maintain 
its prosperity and a decent standard ol liv¬ 
ing. "Por those who neiihei had strong oiii- 
side contacts trom emigrants nor a rich 
background village life became miserable. 
The inflation laie in ihe village increased 
more rapidly than iIicti hud means to in 
crease then income. In fact, with the mass 
emigration tiom Jandiah, it almost seemed 
like eniigiatitig or hav ing close contacts with 
emigraiiis was the onlv w,iy foi siiivival, 
e.speciullv lor the middle income and (loor" 
(p .789) 

Miilrs 

1 louany M P, internal Migraiion in Oevehp 
me Countries, 110, Cienrva, 1976. 

2 the tensions have been greaiest and ihe con- 


riicts molt frequent in and around eemret 
like the Hnwy Engineering Complex near 
Ranchi, where the local tribal populatidn, 
dispossessed of ii.s agricultural lands and 
access to forests has been forced to take up 
the lowest paid jobs such as unskilled wage 
labour and domestic service, while all the bet¬ 
ter paid professional and skilled labour jobs 
have been taken by the in-migrants. 

3 Drttft Regional Plan 2001: National Capital 
Region, National Capital Region Planning 
Board, Ministry of Urban Development, 


THIS book is a collection of papers 
presented at an international conference on 
the ‘new’ trade theory in Washington DC in 
October 1984, to mark the fiftieth anniver¬ 
sary of the American EXIM bank. The 
.stated aim of the conference was to develop 
a dialogue between academics who have con¬ 
tributed towards the development of the 
‘new' trade theory, and non-academic prac¬ 
titioners working in the area of trade policy. 
However, the papers presented in the volume 
are all by academics, although not all arc 
confined to the general-interest, normative 
Iramework of economic theory. There are 
papers also providing historical detail (the 
'positive' approach) on Japanese industrial 
and trade policy, by Ko/o Yamamura, and 
Michael Rorrus et a/ (the latter has a special 
locus on Japanese policy tov ards its 
semiconductor industry), on American 
policy towards textiles, steel and cars by 
William Cline, v>n American export credit 
subsidies by Jonathan Eaton, and a com¬ 
parative essay by Oeoffrey C arliner on 
Japanese and US trade policy. 

Ihe dominance by academics not¬ 
withstanding, the papers are uniformly 
accessible to the lay reader. The book is 
consequently an excellent introduction to the 
economics of modern trade warfare for 
anyone with no prior exposure to the field. 
There is however no summary in the book 
of the discussions at the conference, so we 
do not know if it did succeed in its stated 
aim of developing a dialogue between 
academics and practitioners. Nor, in his 
editorial introduction, does Paul Krugman 
do more than touch, very delicately, on the 
contradictions and mutual inconsistencies 
between the papers, of the kind that are 
inevitable between a set of papers presented 
at any conference. 

The ‘new' trade theory attempts to nar¬ 
row the very wide gulf that once existed 
between empirical reality on the one hand 
and standard trade theory on the other. 
Neither the assumptions of the standard 
theory (of perfect competition, no economies 
of scale) nor the predictions flowing from 
It (that trade would have an inter-industry 
character) were borne out by the post-war 
trade experience. Nor, correspondingly, did 
the free trade prescription flowing from the 
standard theory have much practical appeal. 


Government of India, 1987, p 18, Ikble 2.S.' 

4 According to Premi, "The work participa¬ 
tion rates of migrant males ate almost double 
those of non-migrants. Similarly, the work 
participation of migrant females is about one 
and half times those of non-migrant 
females” (p 73). 

5 DRP, op cit, p 19. Table 2.7. 

6 Craves, Nancy B and Graves, Theodore, 
‘Adoptive Strategics in Urban Migration' in 
Annual Review of Anthropology, Vol 3, Palo 
Alto, CA. 1974. 


Economies of scale proved in reality to be 
the rule rather than the exception, and com¬ 
petition, frequently, between few rather than 
many players. Comparative advantage wax 
no longer determined by statically given 
resource endowments, but drifted dyna¬ 
mically in accordance with technological 
leads and lags, giving post-war trade its well 
known intra-industry character. 

In such a setting it is clearly possible that 
any policy, including protection, that .serves 
to help a firm slide down its learning curve 
towards lower unit costs of production 
might, given certain assumptions, actually 
be welfare-superior to the free trade prescrip¬ 
tion of standard theory. One of those 
assumptioas, which is central to most 
theoretical demonstrations of the welfare- 
superior outcomes of strategic policy inter¬ 
ventions, is the existence of high-profit 
industries, characterised by increasing 
returns to scale over a wide range of out¬ 
put, the latter posing the high barriers to en¬ 
try necessary to prevent the profits from 
being easily competed away. Strategic policy 
intervention involves a nursing of the aspir¬ 
ing domestic entrant through a market ex¬ 
pansion that reduces unit cost sufficiently 
so as to secure entry for, and shift some of 
those high profits to. the domestic firm. 
Variants of this argument, advanced by 
Krugman and others, belonging in the 
general ‘neo-infant industry’ class, are sum¬ 
marised in the survey paper James 
Brander. As Brander points out, some of the 
authors, Krugman among them, have not 
always ventured a conclusion on the welfare 
implications of their suggestions, as distinct 
from the impact on comparative advantage. 
Protection imposes a cost on domestic con¬ 
sumers (usually; the Venables case is a possi¬ 
ble exception, which will be discussed fur¬ 
ther below). There has to be a more than 
compensating welfare gain, in terms of 
garnering a share of those rents in the high- 
profit avenues, for the result to be actually 
welfare-superior. But many historical cases 
of strategic trade promotion, including those 
of the oft-cited Ministry of International 
Trade and Industry (MITI) of Japan, do not 
offer such compensations. The Yhauunura 
account of the MITI strategy to promote the 
TV industry in Japan clearly itotifies the 
.high cost paid by the Japanese purchaser of 
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TV MU becauM of the tuiff wall behind 
which the domeatic TV industry expanded 
iu scale of operations. The offsetting gains 
were certainly not a higher share of mu 
since, according to \hnimura, theu Arms 
obuined low profits, noimal at best, on their 
export operations, in mariGeU characterised 
by high domestic competition in the impor¬ 
ting country. A possible welfare advantage 
mi|^t have been the reduction in unonploy- 
ment consequent upcm expansion of the TV 
industry, but other strategies might have 
achieved the same result at lower cost. 
Ultimmeiy, the only iriiable wetfere justifica¬ 
tion for such a strategy has to be spillover 
effects, broadly delink to include bmh con¬ 
current and future externalities favourable 
to the development of the Japanese elec¬ 
tronics industry, and by the same token all 
but impossible to measure. In practice, 
however, considerations of economic welfare 
were probably the Iasi thing on the minds 
of the MITl policy formuiators. The policy 
was in all lilwlihood just another example 
of the victory of concentrated special interest 
groups able to articulate their interests (the 
Japanese TV producing industry in this case) 
over dispersed groups (Japanese consumers) 
without a voice. These aspects of trade 
policy, on the inner mechanics of policy 
formulation (or why what happened, hap¬ 
pened), are areas where practitioners alone 
can shed some light, and this is the only 
respect in which the book is somewhat 
disappointing. The nearest the book gets to 
those with practical experience of trade 
policy is the paper by William Branson and 
Alvin Klevorick, which reports on efforts 
over the years by academics to interact with 
and gain information from the offlce of the 
United States Dade Representative. For a 
conference explicitly directed towards bring¬ 
ing together academics and practitioners, the 
absence of any direct voice for the practi¬ 
tioner in the collection of papers rhat 
emerged is a little unfortunate. But perhaps 
there are imlicy practitioners who will come 
forth in the years to come with the kind of 
insight only they can provide on the policy 
formulation process. 

Meanwhile the responsible economist, 
with his general-interest orientation, con¬ 
tinues to have to address very carefully the 
following question. Given the conditions and 
circumstance^ under which strategic policy 
interventions can be shown to lead to 
welfare-superior outcomes, is the outcome 
in each case robust, i e, does it survive minor 
alterations of assumption or circumstance? 
There is an excellent paper in the book by 
Gene Grossman which identifies, in a few 
selected cases, the fragility of the outcome. 
Fbr example, the Brander-Spencer two-firm 
case of the welfare-improving impact of a 
generalised prodijction subsidy uses a Cour¬ 
not model where firms vary their output 
levels, letting prices adjust accordingly, in 
response to changing market conditions. 
Grmman demonstrates that in the same 
two-firm caM, if it is assumed that die 
decision variable for each firm is the price 
of ia product rather than its output level, 
then the welfare improving strata^ policy 
would be an export ttx; not a subsidy. 


Again, the Vroables casev one of the few 
, where the welfare advantage is obtained in 
a many-firm imperfectly competitive market 
striKture rather than few-firm high-profit 
oligopoly, requires that the domestic market 
should be large enough to enable sevemi 
domestic firms to operate at a scale large 
enough to lower average unit cost, so that 
protection leads to lower prices for the 
domestic consumer. Needless to say, where 
the domestic market is not large enough, the 
outcome could well be the reverse. Another 
example pointed out by Knigman in his in¬ 
troduction arises where the fall in unit costs 
has to come from technological leadership 
rather than the simple expansion of scale 
needed for a technological follower; an 
R and D subsidy can be seriously counter¬ 
productive in a situation where small firms 
are the most innovative; but do not have the 
formal research establishment necessary for 
taking advantage of the subsidy. The leap, 
therefore, from throry to actual policy 
targeting can be long, and tricky. 

Commming on the sudsing lack of an 
empirical basis for policy targeting, Avinash 
Dixit a.sks in his eiKeilent paper setting forth 
a rerearch agenda, "Where's the rent?” If 
the prize for successful policy strategy is 
grabbing a share of above-normal profits, 
there is little empirical work on identifying 
which exactly ate the industries where such 
profits ate to be had. Oligopoly may be 
necessary, but certainly not sufficient, for 
high profits, a case in point being the d^^an 
aircraft industry. The problem is further 
compounded by the fact that high-profit 


induiiria are in practice often entry- 
barrleted as a nmft of restrictive trade prac¬ 
tices. The paper by Barbara Spencer on 
chancjeristics of potoitial industries for 
tar^iig is at a vepr general lewd; the actual 
information required before such a policy 
can be imptemented aueeds that listed ia tlK 
paper by several orders of magnitude. The 
Branson-Klevorick exploration of possible 
policy options in five major industries— 
semiconductors, dvilian aircraft, telecom¬ 
munications eqidpment, automobiles and 
steel—is more empirically grounded, but 
underlines very clearly how much more 
needs to be known before strategic idoves 
can be made with any confidence. 

Finally, the perils of policy targeting 
include, of course, thedan^ of retaliatioiL 
Brander’s survey paper has a very tuefbl 
summary of the work on game-theoretic 
outebmes of predatory trade policy, and the 
same ground is covert also in a paper by 
David Richardson; not surprisingly, the win¬ 
ning strategy in most games is tit for tat', 
i e, co-operation first, with a non-co¬ 
operative response if the rival defects first. 
All these games are of course played at a 
high level of abstraction, and predude the 
many kinds of covert trade practices that 
characterise trade policy today. Ultimatdy, 
the GATT type of co-operative strategy m^ 
be the only way by which to handle these. 

Another conference is to be hdd at 
Helsinki in August 1988 on the ‘new’ inter- 
rrational economics. Perhaps some of the 
empirical gaps identified by Dixit will be 
filled by the papers to be .presented there; 
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Ethnic Processes in North-Eastern India 

S K Aeharya 

This paper is an attempt to study some of the ethnic processes in the seven states of north-eastern Iiutia. The 
theoretical framework draws heavily from the analytical models developed in Soviet ethnography particularly 
the works of Yulian Bromley. Homver, to explain the ethnic complexities in India with uruque caste system 
end strong popular feelings about Indian *nation\ certain new concepts and terms are devixd. 


Introduction 

NORTH-EASTERN India (NEI) u a fron- 
tia region having conunon borders with 
OdUL Burma, Bhutan and Bangladesh 00 
virtually ail sides barring a shint stretch to 
its nortb-wait which provides the r^on a 
strategic link with Wnt Bengal and India. 
NEI now comprises seven states: Arunachal 
Eradesh, Assam, Manipur, Meghalaya, 
Mizoram, Nagaland and 'Ripura. Of theses 
Manipur, IHpun, and Assam as fashioned 
during tire Ahom times (that is, the districtt 
of Sibsagar, Lakhimpur, Darrang, Nowgong 
and Kamrup'), have each a long history of 
existence as an independent feudal sute 
from the middle ages almost down to their 
annexation by the British in the 19th cen¬ 
tury. But the four other states, with thdr 
indigenous inhabitants all categorised as 
scheduled tribes, were carved out of British 
Assam as inherited after partition in 1947, 
following intense popular movements. 
Assam, the most important state in this 
region, still continues to be an ethnopoiitical 
conglomerate, partly a legacy of the British 
rule 

In the present paper an attempt will be 
made to study some of the ethnic processes 
' in the seven states mentioned above. In this 
exercise we shall be guided principally by the 
analytical models developed in Soviet 
ethnography, particularly in the works of 
Yulian V Bromley who has perhaps made 
the greatest contribution to the study of 
ethnic processes in recent decades.^ 
However, to explain the ethnic complexities 
in India with its unique caste system and 
strong popular feelings about Indian ‘nation’ 
even though it is a multinational country, 
we had to devise certain new concepts and 
terms. 

Ethnic processes include ethnic processes 
proper, and ethnosocial processes. The pre¬ 
sent paper is confined to a study of the 
former with special reference to NEI. The 
methodology and the relevance to the 
systematic study of ethnic processes is yet 
to be appreciated in India because of its 
recent origin.' As such, a short theoretical 
exposition of each process has been given 
before examining the ethnic situation 
in NEI. 

Ethnos, Ethnicos 

The polysemantic word ythnos* is of 
Greek origin. When used in Ethnography/ 


Ethnology,* it means people as the English, 
Japanese, Eskimos, Assamese, Ashands, 
Bushmen, Gonds, Oriyas, Lalungs and 
others. Thus, communities with very large 
or very small populations, and again, both 
archaic and modern peoples alike may be 
called ethnos. 

The term ethnos may be used in a broad 
as well as in a narrow sense. In identifying 
the Manipuri (Meithd) ethnos, for instance; 
we take out from the entire mankind a 
distinct group of people all of whom are 
known as Maniputis as all of them share cer¬ 
tain features in common which in their en¬ 
tirety are not present in any other group. An 
ethnos in such a restricted sense may be 
called ^ethnicos’ (plural: ethnicoses, ethnica). 

All members of an ethnicos possess to a 
certain extent common attributes which 
relate to culture, psychological traits, and 
ethnic consciousness that includes ethnonym 
among others. The group-specific cultural 
attributes include spoken language; religion, 
folklore; folk customs, rites and ceremonies, 
standards of behaviour including courtesy 
greetings, food, dress and hygienic habits, 
aesthetic ideals and artistic culture, type of 
house construction, and others. No single 
cultural component, however, may be 
regarded as an indispensable ethno- 
differentiating attribute. It is the whole com¬ 
plex of these attributes that characterise an 
ethnicos. that is, ethnos in a narrow sense. 

Ethnic consciousness is one of the in¬ 
dispensable ethnic features. This con¬ 
sciousness manifests itself in the common 
name—ethnonym. The same ethnos may be 
given different name or names by other 
peeple.'In such a case the name given to 
itself by an ethnos for self-identification is 
its ethnonym self-identification or en- 
doethnonym while the name given to it by 
others is its exoethnonym. An en- 
doethnonym has one meaning, and is quite 
stable; Exoethnonyms, on the other hand, 
originate under different drcumstances, and 
besides, as in the case of the ethnos with 
Deutsch as its mdoethnonym, may vary 
from one people to another. Nevertheless, 
some of the exoethnonyms have a deep 
historical signiHcance as in the case of. 
’German’. ‘Manipuri’, ‘Jaintia’ arid several 
others and if otherwise found inoffensive to 
the concerned ethnos, have a tendency to be 
used along with the corresponding en- 
doethnonyms. Statement A may be con¬ 
sulted in this context. 


Another component of ethnic conscious¬ 
ness is the belief in a common origin, often 
mythical. Such belief may also take the form, 
of shared memory of past migrations (folk 
tradition of mirations among Oaros, 
Khasis, Jaintias, Tiwas, various Naga tribes 
and others). 

Ethnic entities at the basic level are 
ethnos/ethnicos, ethnosodal organism, and 
ethnic .group. There are two other entities, 
one above, and the other 6elow these for¬ 
mations, and these ate meta-ethnic com¬ 
munities and subethnoses respectively. 

Ethnic Processes 

Ethnoses—peoples are endowed with two 
distinct but anachronistic propeties. On the 
one hand ethnoses are stable communities, 
their basic culture components-remaining 
unaltered over a long period of time; At the 
same time ethnoses are dynamic; changing 
systems. This dialectical negation of one 
characteristic by another can be properly 
understood if it is remembered that even 
when one ethnos is transformed into another 
ethnos through the various ethnic processes, 
its 'predominant traditional properties ate 
preserved, though in a greatly modified 
form’.’ Some instances of ethnic transfor¬ 
mation are cited below. 

Ethnic features of the Assamese today as 
mailifestcd in thor speech, rdigious notions, 
rites and ceremonies, food and dress habits, 
especially in the countryside, differ in many 
respects from the corresponiting attributes 
with which the Assamese ethnos emerged as 
a nationality by about KXX) AD; So also, the 
Jaintias, when their country was annexed by 
the British in 183S, had many ethnic features 
which ate in the process of disintegration 
and disappearance from the contemporary 
Jaintia society (growth of new classes, 
urbanisation, change of rriigion, marriage 
habits, and so on). And yet in both cases the 
essential continuity of the Assamese and 
Jaintia ethnica over the ages carmot be 
doubted. The modern Bengali ethnos mi^ 
tr^ back its origin to the Pundras, Suhmas 
and t^^as—tribes which flourished in 
Bengal in the 1st oemury AD or even earliei; 
Some of the cultural practices of these tribes 
such as, weaving.of fine textiles, cultivation 
of sugar cane and high quality ‘kalanuf 
paddy, transplanted rice culture; affluem 
towns with fair-sized granaries from which 
needy peaswitry could get grain loans, and 
absence of any-feudal king in the country;. 
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are aigiiillGHit in thenudm. u alto in 
cMbUehing the inherent Gukiinlidentity of 
die pnicat dtav Bcnplif with the'pioi»> anil 
paUe-Benaalii’ who lived two thousand 
yean ago* 

Ethnic proceuee in general-include two 
diffeicnt types of processes taking place at 
two different bid in some way interrdated 
ievels-Tethnic properties proper, and 
ethnosoidal oigai^ of an ethnos. There are 
four stadial sttges of ethnosocial organism- 
tribe^ nationality, bourgeois nation and 
socialist nation, one coming after another 
in an idealist setting. Progression of an 
ethnosocial organism from one stage to its 
next higher stage with the inevitable trans¬ 
formation of the organism itself, is the 
ethnosocial process. 

By ethnic properties proper is meant, as 
we have already noted, cultural attributes, 
psychological traits and ethnic consciousness 
of the members of an ethnos. An ethnic pro¬ 
cess here refers to any change in one or other 
of these ethnic components. These changes 
may be slow-moving, of an evolutionary 
character, without affecting the ethnic 
awareness of an ethnos and obviously, 
without effecting a break in its continuity. 
These are ethno-evolutionary processes. As 
against this, there may be a leap-like change, 
affecting the ethnic affiliation of a com¬ 
munity, transforming it into another ethnos, 
whether as a part of an already existing 
ethnos or one newly brought into existence. 
These second category of processes may be 
termed ethno-transformatory. 

Ethnic processes proper, evolutionary and 
transformational alike, may again be broadly 
divided into (1) ethno-divisional, and 
(2) ethno-unificatory processes. Historically, 
the ethno-divergent processes were predomi¬ 
nant till the appearance of class-society. 
From the days when Homo Sapiens emerged 
in one or several regions it was ethnic divi¬ 
sion that underlay the settlement of people 
on the globe, their division into tribes, and 
further redivision of the latter due to migra¬ 
tion and isolation of one or more parts of 
a tribe. 

With the disintegration of the primitive 
society, the process of ethnic unification 
became the dominant force. It is a pro¬ 
gressive tendency towards enlargement of 
ethnoses and their consolidation. As a 
special case of this unificatory trend stands 
assimilation of ethnoses. 

There arc aliogethct six different types of 
ethnic processes of which three are ethno- 
transformatory as they lead to the emergence 
of new ethnoses. These are, ethnogenic 
divergence, ethnogenic inter-ethnic con¬ 
solidation, anif ethnogenic mixing. IWo of 
the processes are ethno-evolutionary—intra¬ 
ethnic consolidation and inter-ethnk integra¬ 
tion of a non-ethnogenic character. There 
remains ethnic asnmilation which is ethno- 
traiufonnalory from the standpoint of the 
ethnos that it being assimilated, and ethno- 
evolutionary from that of the assimilating 
ethnos. Of these six types of ethnic processes 
again, only the ethnogenic divergence is, as 


ita Bame dpdfies, g lEvidiag prooesa, the 
RHiainiag typea hawing had a unifyii^ 
tendency. A short dew^ption of the in¬ 
dividual ethnic procesaca follows. 

Ethnogenic Divergence 

This type hat been defined at a process 
*in which a community detaches itself from 
a former single ethnic community, or in 
which the former it divided into two tn more 
parts, each of .which becoming a separate 
independent people!^ Under conditions of 
pre-class, primitive societies as also of early 
class formations, depletion of natural 
resources as well as numerical growth of 
tribes often led to mass migrations. Isola¬ 
tion of some groups in remote regions also 
took place during such migrations. In this 
wKjf new tribes and ethnic entities came into 
being in earlier times. 

Ethnographic divergence still takes place 
in modem class societies. Formation of 
states with their political frontiers has pro¬ 
vided the opportunity for resolving religioiis 
or ideological dissensions within an ethnic 
community by breaking it up into two 
separate ethnic, or rather ethnosocial units. 
Catholic Flemings of northern Belgium and 
Lutheran Dutch of the neighbouring 
Netherlands use the same language and the 
same script, yet ethnically they are now two 
distinct communities. The same thing might 
be said also of the Orthodox Serbs and 
Catholic Croats who in addition use two 
separate scripts sanctified by the respective 
religions—cyrillic in the case of the Serbs 
and roman in that of the Croats—the 
language being the same in either case. 
Serbia and Croatia arc now constituent 
states of Yugoslavia, but for all practical pur¬ 
poses Serbs and Croats arc two distinct 
ethnic communities. Partition of India in 
1947 divided Punjabis into Muslim and non- 
Miilsim communities with their separate 
script preferences, their spoken languages 
(Punjabi, Lahnda, Hindusthani and Hindi) 
cutting across communal lines in each 
case, and Bengalis into those of Muslim- 
dominated east Bengal and Hindu-dominated 
West Bengal with all other ethnic parameters 
of Bengalis remaining unaltered.* Yet 
Punjabis and Bengalis of subcontinental 
India are today divided ethnoses. Religion 
seems to have continued to play its ethno- 
divisional role in residuary India with the 
Sikhs launching a violent movement for an 
independent Sikh state and with the Hindu 
Punjabis migrating from Punjab and chang¬ 
ing their ethnic affiliation in favour ot 
Haryani. 

Anti-feudal struggles of the peasantry and 
municipalities of the German-speaking 
forest cantons in the Alpine valleys M them 
to secede from the main body of the German 
people and found the nuclear Switzerland 
in the thirteenth century.* Similar anti- 
feudal sentiments of the German-speaking 
Alsatians were responsible for the eventual 
rransfer of their homeland, Alsace, to 
France, and change of their ethnicity to 
French without the luis of their German 


ipeech." Post-Btorld IWar II partition 
frf Germany into IXbst Germany and Eait 
Oermaiq^ and of Korea into Nwth Kona 
and South Kbrea -praoeeded along idealogical 
lines, oonununism and ‘nan-oommuniam*. 

Some interesting cases of ethnogenic 
divergence involving ethnoses now settled in 
India may be dted here When the Vijiva- 
nagar Empire was destroyed by the Musto 
hordes in 1565, a small section of the 
Kannadiga peof^ fled to the far south and 
took refuge in the Nilgiri Hills, now a part 
of Ihndl Nadu. Here they came to be known 
as ‘Badaga*. literally 'northerner'. Badagas 
retained thdr ancient speech, an archaic 
form of Kannada, and besides, follow the 
Lingayat faitH, a religious persuasioa vir¬ 
tually confined to the Kannadigas." 
Badagas today comprise a distinct ethnos, 
separate from the Kannadiga community. 
Mountainous tracts in upper Burma from 
the nidi of several archeo-genetjc as well as 
more modem ethno-linguistk entities. Gon- 
tinuous northward thrust of individual 
groups belonging to the Naga and 'Kuki- 
Chin’ entities of this region led to the 
characterisation in NEI of numerous tribes 
such as Aos, Angamis, atul others of the 
Naga group, and of Mizos, Hmars, Betes 
and others of the 'Kuki-Chin' group. Migra¬ 
tion of the Ahoms, a section of the Shan 
stock in upper Burma, and thrir occupation 
of the Assam Wdley where they built their 
kingdom in 1228, changed the history of 
NEI. Ahoms first became a separate ethnos 
later to be almost wholly assimilated by their 
Assamese subjects who were thrir cultural 
superiors. Ibday Ahoms. constitute a tor- 
ritorial subethnos with some amount of sdf- 
awarencss as such, within the Assamese fold. 


SiATEMFNi A: Ethnonyms of Certain 
Communities 


Ethnonym 

Self-Identification 

(Endoethnonym) 

Exoethnonym 

Adi 

Abor* 

Nisi 

Dafla* 

Mishing 

Miri* 

Mizo 

Lushai* 

Karbi 

Mikir* 

A'chik, Mandc,! 
A.chik Mande / 

Caro 

Meithei 

Manipuri 

Pnar 

Synteng (in Khasi) 
Jaintia (in other 
languages) 

Tiwa 

Lalung* 

Dimasa 

(Hill) Kachan* 

Francais 

French (in English) 
Farashi (in Bengali) 

Deutsch 

German (in English) 
Allemagne (in French) 
Nemtsy (in Russian) 
Ibdesco (in Italian) 

English 

Anglais (in French) 
Angrez (in Hindi, Urdu) 
Phateng (in Khasi) 


Note: • indicate an exoethnonym that it 
going out of use. 
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Khuntii, uother (much of the Shin 
cthiuM, ame later and wttled in the Tlans- 
Sadiya region. Singphoi and Chingpawi 
belonging to the Kachin stock, again of 
upper Burma, came and settled near the 
Khamti villages.'* 

Ethnogenic Inter-Ethnic 
Consolidation 

This is the process by which several 
linguistically and culturally kindrtd ethnoses 
merge together and form a new, enlarged 
community with its own ethnic self- 
awareness. Notable instances of inter-ethnic 
consolidation of an ethnogenic character arc 
provided by the formation of the English 
people through the merger of the Anglo, 
Saxons, Jutes and other tribes; of the 
German people by the integration of various 
Germanic tribes (some Germanic tribes 
became completely dissolved in otho- 
peoples)"; of the Spanish people by the 
merger of Castilians, Andalusians and 
Aragonians'*. Gujarati ethnos was formed 
by the merger of Gujars, Jadejas and 
Kathis, besides Parsis, Auabs, Afghans and 
Makrenis*'. Gujars, Ahirs and also Jat 
tribes entered into the formation of a 
number of nationalities in north, India: 
Punjabis (of India and ftikistan), Haryanis, 
Meos, Malviyas, Marwaris, Jaipuriyas and 
others.'* Sevra closely related trib« were 
integrated to form the Manipuri (Meitei) 
ethnos.Three tribes (Khynriams, War 
Khasis, and Bhois) have been integrated into 
the Khasi ethnos. And the modern Garo 
ethnos was evolved with the ethnogenic 
integration of !l or 12 tribes. 

Such ethnogenic inter-ethnic consolida¬ 
tion rakes place at two critical stages in the 
ethno-sociai history of a people. One, when 
kindred tribes merge together to form a 
nationality, and two, when closely related 
na.ionalities, tribes and national minorities 
are joined together to form a nation. 

Ethnogenic Mixing 

By this process two ethnoses unconnected 
by kinship interact and as a result there arises 
a new ethnos, that is, a new ethnic subdivi- 
sir i of the basic level, with a new ethnic sdf- 
awareness among its members. In this con¬ 
text one may point to the Italian nationality 
which look shape in the emly Middle Ages 
as a result of Endless mixing' of a multitude 
of small ethnic nationalities (Genoese, 
Florentines, Sicilians, etc) which had their 
own dialects and self-awareness. An all¬ 
nation Italian self-awareness developed 
among these people only at the end of 
the 18th and the beginning of the IMh cen¬ 
turies.'* However, The'formation of the 
Italian ESO-nation is still incomplete; 
though the Italian state-political nation is 
very much in existence for over a century 
now. 

In a way almost a similar situation has 
prevailed in India where too each of the 
ethnoses existing today is the product of 


ethnogenic mixing. However, due to the 
hierarchical caste system with ta marriage 
restrictions which has ctmtlnued in this 
country for over two miUeiuiia now, processes 
of ethnogenic mixing could proved hoe 
only dong caste lines. The poim needs some 
elabmation which is attempted below. 

The four constituent races which con¬ 
tributed to the formation of various ethnoses 
in India are, in the time sequence of their 
arrival here; Veddoid, Dravidoid, South 
Europeoid (Melanchroi) and marginally. 
South or Rsdfic Mongoloid. Jats; Gujars, 
Rajputs, and to some extent Ahirs as well, 
of the Delhi-Punjab-Haryana r^on may be 
taken as the ‘purest’ representatives of the 
South Europeoid (Melanchroi) racial stock 
in India today.*" Starting from this region 
as one moves towards east or south it is 
found that*': 

1 South Europeoid racial features in the. 
population are mainly confined to the 
higher caste cluster comprising the three 
‘twice bom’ castes (Brdimans, Kshat- 
triyas and Vaishyas) and the upper crust 
of the Shudras; 

2 Even within this cluster, the proportion 
of the South Europeoid component in 
the ethnic features steadily declines as the 
location of the ethnic territory recedes 
farther and farther away from the Delhi- 
Punjab-Haryana region; 

3 Simultaneously, the Dravidoid and Ved¬ 
doid components in both the caste 
clusters, higher and lower (the latter 
including bulk of the Shudras and the 
outcastes), increase in the same order in 
the outlying regions; 

4 The lower caste clusters in eastern, 
western and southern India are formed 
of mostly Dravidoid and Veddoid ele¬ 
ments—in physical features some of the 
untouchable castes of the greater part of 
India are hardly distinguishable from the 
surrounding tribal ethnoses; 

5 South Mongoloid racial features ate con¬ 
fined virtually to north-eastern India and 
eastern Bengal where they occur among 
the different castes belonging to the 
Assamese community and are not 
altogether absent among the high and 
low caste Bengalis either; 

6 Ethnoses officially designated as ‘tribes‘ 
in NEI belong almost wholly to the 
South Mongoloid racial stock with a 
marginal presence of North or Continoi- 
ta! Mon^loids among Monpas, Mombas 
and a few others of Arunachal Pradesh, 
arui of Veddoid and Dravidoid stocks as 
constituents of Koch-Rabha-Rajhangshi 
complex of ethnoses which nevotheless 
retain their bask South Mongoloid traits. 
It is this type of caste-centred ethnogenk 

mixing that can explain, for instance, the 
basic identity of the Kannadiga high castes 
with the peasant castes of the Lucknow 
region of UP in their ethno-anthropological 
attributes while the low caste Kannadigas 
can scarcely be distinguished from other 
Dravida-speaking ethnoses of south India 


in this leqwct The same type of niixiag was 
again resptmsiUe for the steadily dimi¬ 
nishing pnqwrtion of South Eunveoid 
(Melanchroi) features with oomspondingty 
rising quantum of Dravidoid->Uddd com¬ 
plexes as one considen seriatim the ethnic 
attributes of the high castes belonging to 
Haryani, Kbsali (of central Bhojpuriya 
and Bengali ethnoses.** 

Ulus, the complet pattern of ethno- 
graphk mixing that took place under con¬ 
straints of the caste system in India, led to 
the formation not only of diffcRm ethnoses, 
but also of different hierarchically placed 
castes within each ethnos. Ethnoses that 
emerged were endowed with self-awareness 
in each case except in several states in north 
India, namely, Bihar, parts of UP, Rajasthan 
and much of MP. In these areas high caste 
clusters since the 19th century have all but 
disowned thdr actual ethnicity and instead 
assumed the ethnic consciousness typical of 
the Haryanis. These higher castes have now 
virtually abandoned, for literary purposes 
in the first instance, their mother tongues, 
Bhojpuri, Maithili, Awadhi, Marwari, Malvi 
and others, and profess themselves to be 
Hindi-speakers at par with Haryanis. 
However, low caste clusters in the same states 
and regions especially in the rural areas have 
retained their ethnic awareness more or 
less unimpaired and remained faitjiful to 
their respective native speeches in every 
single case; 

It would be proper, therefore, to r^ard the 
high caste cluster in any of the above states 
and regions as a racial subethnos of the con¬ 
cerned ethnos. Almost a parallel develop¬ 
ment in the sphere of ethnic affiliation took 
place in medieval Europe where among the 
memben of aristocracy from England in the 
west to Ikarist Russia in (he east Fimich was. 
cultivated as the mother tongue in preference 
to English, German, Polish, Russian and 
others, wlule in the Scandinavian countries 
German, and not indigenous speeches, was 
used for similar purposes by the feudal 
aristocracy.** 

It is necessary to stress here that such 
change of ethnic affiliation on the part of 
a section of an ethnos in favour of an alien 
ethnos cannot be termed as inter-ethnic 
integration even where identical develop^ 
ments take place involving a number of 
ethnoses because low caste clusters in the 
very same ethnoses remain outside the pro¬ 
cess of integration. One cannot, for exam¬ 
ple; wish away the existence of Maithili self- 
awareness of the mRjority of Maithils simply 
because the politically dominant but 
numerically small high caste Maithilis con¬ 
sciously or unconsciously disown their 
ethnic origin and profess to be a part of the 
Haryani ethnicos.** 

With no racial subethnos to interfere in 
the ethnic processes east of Bihar, ethno¬ 
genic mixing proceeded along rather simpler 
lines especially in Northeastern India. TWo 
interesting cases of ethno-formation as a 
result of mixing of two well-established 
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etbnoies in eneh cue may be dted here 

One it the fonnetion of Uynfngemt u a 
lauh of mixing of KhaiU and Oaiot in 
Meghalayn* Lyngngam it Dk ethnonym of 
the people accord to the KhasU, while the 
Caro term for the same peo(de it Megam. 
Lyngngam viUaget occur in the northwestern 
paits of the west Khasi Hills district and in 
the adjoining nmth-eaitern partt of the east 
Caro Hills district The Lyngngam speech 
is basically idated to the Austraasiatk Khasi 
though there are some differences between 
the twa^ Oaros regard Megams as one of 
their sub>tribes and there is no restriction 
on intermtihiage between them.” Because 
of their kxation as also due to their two way 
social contacu, the concerned people have 
become bilingual, Oaro being their second 
native tongue. In the Khasi Hills districts the 
position of the l^ngngams is not very clear 
as Khasis maintain an ambivalent attitude 
towards the Lyngngams, whether to accept 
them as a division of the Khasi community 
or not. Even the Land Reforms Commission 
(1974) which sought to define the term 
‘Khasi’ has left the question open who are 
to be designated as Khasis.” Eighty years 
ago Gurdon in his monograph on the Khasis 
observed that it would be a ‘disgrace* for a 
Khasi to marry a Lyngngam.” However, in 
Khasi Hills, Lyn^igams take up Khasi 
language for study in schools. And besides, 
the group is included as a scheduled tribe 
in Mcghidaya—Lyngngam and Megam as 
separate tribes. 

Thus we have here a people formed by the 
fusion of two distinct communities having 
their homeland included within the ethnic 
territories of their parent stocks. As such, 
Lyngngam/Megam people are subject to 
puU from both directions—Khasi and Garo. 
They'have so far retained two ethnonyms, 
and both'of them m^ be accepted as their 
endoethnonyms in the respective territories. 
One camiot foresee if and when the q>lit sdf- 
awaieness of the Lyngngam/Megam people 
would give way to asingle sdf-awareness and 
a single ethnonym would emerge for them. 
Till then, ‘Lyngtigams’ may be treated as a 
territorial subethnos of the Khasis; and 
'Megams' may similarly be regarded as a 
territorial subethnos of the Garos. 

The other case of ethnogenlc mixiiig in 
NEl is provided by the Bishnupriyas of the 
Sylhet-Cachar-Manipur r^on. This is a new 
ethnos formed as a result of interaction bet¬ 
ween Manipuris and Bengalis of the Sylhet- 
Cachar tract, making its debut in the early 
18th century. A small community of less 
than S0.(X)0 souls, Bishnupriyas (sometimes 
wrongly called Bishnupuriyas)” are now 
mostly settled in the Bmgali-speaking 
Cachar district of Assam, with a small 
number of them living in the west district 
of Manipur.” Bishnupriyas provide one of 
the most recent cases of ethnogenesis in 
India as the process of fusion of the two 
parent stock started with the arrival in 
Manipur of Vsishnava preachers from Sylhet 
in 17IS when the king and the commoners 
of that sute embraced Vaishnavism of the 


Chaitanya schord. The name Bishnupriya 
itself was derived from that of the spouse 
of Chaitanya and the people me all 
Vrishnavas, just like most of the Manipuris 
and a considerable section of Sylhet and 
QKhar people In Cachar, Bishnupriyas 
have voluntarily adopted Bengali as their 
serond native tongue In Manipur, they are 
being assimilated by the Manipuris.” 

The Bishnupriya speech was dassifled by 
Crierson as a dialect of Assamese^' while 
other linguists regarded it as a Bengali 
dialect. However, in Wew of its distinctive 
line of development with considerable 
Tibeto-Burman iniluence in it, Bishnupriya 
has now been recognised as a separate spee^ 
within the Magadhi branch of the Indo- 
Aryan sub-family of languages. 
Bishnupriyas profess themselves to be 
Manipuri, a claim that has been opposed by 
ethnic Manipuris. Within Manipur, as 
already stated, the few Bishnupriyas are 
being steadily assimilated by the Manipuris, 
while outside that state the Manipuris 
carefully distance themselves from the 
Bishnupriyas. 

Considering the geographical environ¬ 
ment of the main body of Bishnupriyas who 
live amidst Bengalis in Cachar, the non- 
ethnogenic interethnic iitfdiration of this 
conunuiuty and the Bengalis which has been 
continuing over the past two centuries, and 
the total absence of ai^ attempt on the part 
of Bengalis to forcibly assimilate them, 
would lead one to condude that they can 
safdy maintain their separate identity and 
sdf-awareness as Bishnupriyas for ages to 
come unless, of course, they succumb to (he 
ultranationalist tendendes running high for 
some time now in Assam and other adjoin¬ 
ing states. 

During the rising epoch of capitalism 
migration of Europeans (Spaniards. Por¬ 
tuguese, Britons, French, Welsh, Scot, 
Dutch, etc) to Asia, Africa, Americas and 
Oceuiia in course of time caused thdr 
ethnogenlc divergence from the ‘mother’ 
ethnoses and also in some cases to ethno- 
genic mixing with the native stocks and thus 
new ethnoses such as Anglo- and French- 
Canadian, North American, Mexican, 
Guatemalan, Brazilian, Argentinian, 
Australian, New Zealander, and others came 
into bring.” In' India, Anglo-Indians con¬ 
stituted a case of ethnogenlc mixing of 
colonial origin. 

The following two ethnic processes are of 
the ethnoevolutionary type. 

INTER-Ei HNic Consolidation 

This process relates to the internal con¬ 
solidation of large ethnoses through the 
‘smoothing over’ of differences that exist 
between ethnographic groups, that is, local 
internal elements of an ethnos-people which 
have lost their ethnic sdf-awareness but are 
endowed with individual spedHc culture 
components, and the 'evening out’ of dialec¬ 
tal differences and cultural everyday life 
distinctions as the general ethnic self¬ 


awareness is strengthened.” As instanon of 
differences in ethnographic groups m^ be 
mentioned those between Tbskes and 
Gueches in Albania, amongst Piedmontese; 
Liquarians, Sicilians and others in Italy, 
Great Poles, Little Poles, Masovians and 
Kasubes in Mand, and so on.” In Assam, 
upper Assamese and Kamrupi, and in 
Bengal, ‘Bangals* and ‘Rarhis’ are the well 
known ethnographic groups. 

We have already noted how ethnoses in 
Maiupur, Khasi Hills and Garo Hills were 
form^ by the ethnogenlc inter-ethnic con¬ 
solidation of a number of communities in 
each case. A new ethnos thus formed still 
betrays some internal divergences as regards 
its separate units which are now ethno¬ 
graphic groups. Angom, Khuman, Meitei, 
and others among Manipuris. to take a case 
for illustration. So also for Garo and Khasi 
ethnoses which are all riddled with intra¬ 
ethnic divergences in dialects, customs, and 
some other ethnic attributes. After their 
formation as the larger ethnoses, the 
intra-cthnic consolidation process comes 
into operation to iron out the.se regional 
divergences. 

Intensity of cultural distinctions among 
the ethnographic groups belonging to any 
ethnos is now generally on the wane, though 
it may take some more time for the Indian 
ethnoses including the advanced ones, to 
achieve the desired degree of consolidation. 
As for the elimination of dialectal dif¬ 
ferences, the situation obtaining in the con¬ 
text of the English language, evident from 
the following excerpt from Simor Potter, a 
British linguist Of repute, holds true for most 
other advanced languages of the world 
including those of India:” 

The genuine regional dialects of Britain have 
tended to decline in recent years. School, 
radio and television do not favour the preser¬ 
vation of local speech. Other factors con¬ 
ducive to the decline of regional dialects 
are... the ‘rush to the town’ and the subse¬ 
quent urbanisation of life. <. and by no 
means least, the general dearth of traditional 
dialect literature after the rise of standard 
English in the fifteenth century. 

The excerpt only confirms Bromley when 
from the standpoint of an ethnographer he 
observes that ‘intra-ethnic consolidation is 
one of the most wide-spread types of ethnic 
processes in class formations’ and that after 
the completion of the formation of capitalist 
and socialist nations intra-ethnic consolida¬ 
tion processes lose much of their force, 
yielding place in this regard to natural 
assimilation and ethnic integration.” for¬ 
mation of nationalities and nations of the 
ethnosocial type has been proceeding 
vigorously in India including the NEI. 
Hence intra-ethnic consolidation processes 
must be very much active in this country at 
present. The rise of the standard colloquial 
as the contemporary literary vehicle in 
Bmgali, and its success in virtually displac¬ 
ing the ‘chaste’ Bengali from the field of 
literature, is one indication of the process of 
intra-ethnic consolidation that is aaive 
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■mong the Bengalb.** In the newly in¬ 
dependent Afrian countriei nich proceues 
lUNC uiiuned Mipfcme Importance in the 
formation of nations and nationalities out 
of the multitudinous tribal groups. 

Inter-ethnic Integration 

This is the other type of ethnic processes, 
which if left to itself, may be regarded, as 
evolutionary as no new ethnos geninaliy 
comes into being through such processes. 
However, under conditions of mature 
capitalism or socialism in a multinational 
country these processes become very impor¬ 
tant as they help to draw together or 'homo¬ 
genise' the country’s various ethnic com¬ 
munities with their characteristic differences 
in language and culture. In Belgium and 
Czechoslovakia, each a biethnic sute with 
French-speaking Walloons and Flemish¬ 
speaking Flemings in one case, the Czechs 
and Slovaks with their separate languages 
and national cultures in the other, increas¬ 
ing proportions of population are becom¬ 
ing bilingual, and possibly bicultural too.** 
A greater degrM of inter-ethnic integration 
could be noticed in Switzerland with its four 
ethnic communities—German, French, 
Italian and Rhaeto-Roman—which have 
developed a composite ‘Swiss’ concept as 
their common identifying mark. Bilingualism 
has more or less bMn a common feature 
with the Swiss people for a long time, and 
now many are trilingual too.^ 

However, in capitalist countries class con¬ 
tradictions and differential cultural levels of 
the communities in a multinational state 
promote national prejudices and hinder 
integration. Under socialism, on the other 
hand, with the abolition of class and na¬ 
tional antagonisms ideal conditions are 
created for the deepening of economic and 
cultural ties among the various communities 
for the intensification of the processes of 
inter-ethnic integration. India is a multi¬ 
national capitalist coumry and integrational 
processes here have been hampered by the 
discriminatory ethnic and linguistic policies 
pursued by the central and state govern¬ 
ments, general socio-economic backward¬ 
ness of the country, avowedly chauvinistic 
and communal cr^s of certain political 
parties, and others. Even then, an average 
educated Indian in the urban areas often 
speaks, alongside his native speech, Hindi. 
Urdu. English, the offleia) language of the 
state in case he belongs to one of the 
minority ethnic communities there, and in 
some cases one or more tribal or minority 
languages of that sute*' This is a measure 
of inter-ethnic integration of different na¬ 
tionalities that has been achieved in India, 
the process proceeding almost spontaneoudy. 

It may Iw seen from the above that the 
process of inter-ethnic integration takes place 
as a result of interaction between com¬ 
munities unconnected by kinship, that is, 
communities with separate linguistic and 
cultural parameters In each case It is 
generally a non-ethnogenic process, as no 
new ethnos of the basic level arises through 


such interaction. The process leads to the ap¬ 
pearance of a certain cultural community, 
with the principal ethnic features preserved 
among the interacting units. Inter-ethnic 
integration is characterised by the least 
signifleant changes of ethnic properties. By 
contrast, mixing and assimilation produce 
the greatest changes in such properties." 

The evolutionary process of inter-ethnic 
integration admits of two suges. In the 
initial stage only inter-ethnic formations 
emerge, which are devoid of ethnic features. 
In the advanced stage, meu-ethnk com¬ 
munities come into being." A meta-ethnic 
community may be defined as an entity 
formed as a result of the coming together 
or 'homogenisation' of a number of hetero¬ 
geneous ethnoses particularly within the 
framework of a multinational state. This 
community stands, as it were, above the 
individual ethnoses forming it, but compris¬ 
ing all of them. Thus, while Walloons and 
Flemings are ethnoses of the basic level in 
Belgium, the two ethnoses have formed the 
'Belgian' meta-ethnic entity which includes 
both Walloons and Flemings. So also, 
‘Swiss’, ‘Czechoslovak’, ‘Yugoslav’, ‘Cana¬ 
dian’ (formed by Anglo-Canadians and 
Fiench-Canadians), ‘Pakistani’, and ‘Indian’ 
arc all meta-ethnic entities. It is in this meta¬ 
ethnic sense that one may speak of a 
Kashmiri and a Tlimil, a Gujarati and a 
Manipuri and all the hundreds of other 
ethnoses inhabiting this country as ‘Indian’. 

Inter-cthnic integration leading to the for¬ 
mation of metaethnic entities is not at all 
a modern phenomenon, nor are .such entities 
confined only to the macro-level of a state 
formation. As a matter of fact, meta-ethnic 
entities that we have so far described con¬ 
stitute only one type of such entities—they 
are all meta-ethnopolitical entities. There 
are several other types of meta-ethnic 
formations—mcta-ethnolinguistic, meta- 
ethnoeconomic, ethnoconfessional, etc. 
Some of the earliest instances of mcta- 
ethnolinguistic formations include those 
connected with the Slavs and Celts. An 
interesting case of meta-ethnopolitical en¬ 
tity formed in earlier times is provided by 
the late Roman E.mpire which developed 
characteristics of a meta-ethnic formation 
with the spread of Vulgar Latin, common 
Roman citizenship and Romanisation of the 
outlying provinces." 

Meta-ethnolinguistic entities formed in 
India before or jn the early years of the 
Christian era include: Magadhi, Ardha- 
,Magadhi, Sauraseni, Avanti and several 
other Prakrit-speaking entities of north 
India—all based on Indo-Aryan .speeches," 
and south Dravidian. and its successor. 
Dravida meta-ethnic entities of south 
India." In the present day India Indo- 
Aryan-based meta-ethnic formations include 
jlajasthani, Himachali and Bihari entities." 
The process of inter-ethhic integration is 
fairly strong among these entities, though 
the Rajasthimi and Bihari entities are sub¬ 
ject to pull in the opposite direction due to 
the emergence of ra^ sub-ethnoses among 


them and this point baa already beenitictwd 
earlier. 

There are three major ethnolinguistic 
groups formed by peoi^ belonging to the 
Veddoid and Dnvidoid races but speaking 
Indo-Aryan (Bhili group),*' Dravidian 
(Gondi-Oraon-Male complex of ethnoses)" 
and Austroasiatic (Santal-Munda group)." 
Because of their eihmsodal backwardness— 
most of these ethnoses still retain nuuv dan- 
tribal characteristics in their soda! organism, 
dispersed location with their homelands par¬ 
titioned and incorporated among several ad¬ 
joining states in many cases, and assimila¬ 
tion of some of these ethnoses by the larger 
and ethnosocially advanced Iiulo-Aryan and 
Dravidian-spealcing communities surroun¬ 
ding them," the processes of inter-ethnic 
integration could hardly proceed among the 
ethnoses under consideration. Hence it may 
be fair to conclude that no Veddoid or 
Dravidoid meta-ethnolinguistic formation 
has so far. come into existence. In other 
words, these ethnolinguistic entities have not 
been transformed into meta-ethnic entities. 
However, judging by the trend of political 
developments in the Chhotanagpur plateau 
for the past few decades It may be stated that 
indigenous communities there of hetero¬ 
geneous origin such as Santals, Mundas, 
Birhors, Oraon/Kurux as well as scheduled 
caste and lower caste Hindus and Muslim 
Momins are coming together with Sandani 
as their common speech medium and with 
the demand for the formation of Jharkhand 
state as their common rallying point.’- 
Con.sequently, this composite community in 
spite of its amorphous structure at present, 
may be designated as a meta-ethnopolitical 
entity in the offing. 

In north-east India there are a number of 
meta-ethnolinguistic entities all belonging lo 
the South Mongoloid racial stock and Sino- 
Tibetan speech family. They include (a) the 
Naga meta-ethnolinguistic entity in Nagaland 
comprising twenty or more ‘Naga’ ethnoses, 

(b) the Miro meta-ethnolinguistic entity 
which includes an equally large number of 
‘Kuki-Chin’ communities in Mizoram, 

(c) the Bodo entity including in its scope 
Bodos or Bodo-Kacharis and Koch-Rabha- 
Rajbangshi complex of ethnoses in the 
western Brahmaputra valley in Assam, and 

(d) the Mising group that includes Misings 
of Assam, Hill Miris and a few other 
ethnoses of Arunachal Pradesh. To these 
groups may be added a fifth one," (e) the 
Khasi-Jaintia group, which, though south 
Mongoloid in its racial features, uses 
Austroasiatic speeches. It has been conjec¬ 
tured that the south Mongoloid race, even 
at the time of its formation was associated 
with two separate speech families, Sino- 
Tibetan and Austroasiatic." IVaces of 
Austroasiatic vords have been found in 
classical Tibetan." If this assumption 
about the original connexion between south 
Mongoloid-and Austrasiatic is accepted, 
there would be no question of the pro¬ 
genitors of the Khasi-Jaintia group ever 
changing their speech from Sino-Tibetan to 
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AiutroMiiittc u culler hypotheciied by 
many icholwt.* 

Be tint u it mujf, a doie itiidy of the 
ethnic praceues that ue now active among 
the afoiuaid ethnolinguistic entities would 
show that only in the cau of the Naga entity 
processes of inter-ethnic intention are fully 
opemtive: All the other north-eastern entities 
are subject to the processes which involve 
assimilation of one ethnos by another, and 
hence these groups will engage our attention 
in the next section. 

Nagu inhabit Nagaland which comprises 
the former Naga Hills district and Naga con¬ 
trol area (later Thensang Frontier Division 
of NEFA). Some Naga groups are found in 
north Manipur and also in the Somra IhKt 
in upper Burma. In India, Nagas are divided 
into twenty or more groups spuUcing as 
many mutually unintelligible languages 
belonging to the Assam-Burman sub-branch 
of the Sino-Tibetan speech family. Thuiation 
of these communities collectively designated 
by outsiders as ‘Naga’ from the stage of 
disparate tribal groups of the 19th century 
to that of a composite proto-nation today 
with a modern state at its command involved 
a series of ethnic processes. One of the 
foremost factors that promoted interethnic 
integration among these groups and con¬ 
verted them to a meta-ethnic entity was the 
acceptance by a cross-section of these people 
of a common speech medium, Nagamese, 
which is a pidgin with Assamese as its source 
language.’^ Thus Nagas who are exposed 
most to the outside people have bKome 
bilingual with Assamese which language 
they have accepted as their second native 
tongue within limits, and in a voluntary 
manner.’^ This is a natural, inevitable 
development reflecting the innate urge of 
the Naga people for unification. If this 
bilingualism is undermined in any way, the 
unity of the Naga people in all probability 
will fall to pieces. 

It apears that a section of elitist Nagas 
has not been able to reconcile itself with 
the Naga pidgin or with the growing 
bilingualism among Nagas. Before outsiders, 
this section would even like to deny the 
existence of the pidgin altogether, which is 
a {Hty.” If this nihilistic attitude of the elite 
groups in question towards bilingualism of 
the Naga people is the outcome of a fear 
psychosis regarding the probable l(»s of 
Naga identity by the continued use of 
the Assamese-ba^ pidgin, it must be 
categorically stated here that the fear 'is 
totally unfounded. Even if all the Naga 
people completely go over to the Assamese 
language and forget their native speeches, 
that itself will not affect the specific 
identity and ethnic self-awatbness of the 
Naga pcjople which would remain unaltered. 
Tt is diflicult to accept the opituon’, says 
Bromley, that the most stable of the “ob- 
jeetivef attributes of a nation is language 
In the ethiiic history of mankind, including 
that of the contemporary period, there are 
many in^Mswei whm nations larg^ or even 
comple^ go over to another language 


while preserving their htentity. Examples of 
this often dted in litcrstuie are the Sc^ and 
the Irish. Sinular references have been nuule 
to some peoples of the USSR—the Bashkirs. 
Karelians, Evenks—most of whom, regard 
Russian as their native tongue.**** In a later 
work Bromley has been more emphatic on 
this point:*' 

.. .Like ethnic changes in the sphere of 

everyday culture, a change of language by 

itself does not mean transition to another 

ethnic state. Only a change in ethnic affilia¬ 
tion which takes the form of a leap, can cause 

such a transition. 

Change of ethnic affiliation of the Naga 
people being completely ruled out under any 
circumstances, what ethnography can sug¬ 
gest for accelerating national processes in 
Nagaland, is the replacement of English by 
Assamese as the medium of instruction from 
the middle school stage onwards for students 
belonging to the various Naga and other 
underdeveloped minority communities of 
the state That would be the beginning for 
the transformation of the Naga meta-ethnic 
entity into a full-fledged ethnosocial nation 
of tomorrow. Can English achieve this 
purpose? 

To a limited extent another Assamese- 
based pidgin earlier called ‘Nefamesc’ and 
now rechristened as 'Arunachali', has been 
promoting inter-ethnic integration among a 
large number of ethnoses in Arunachal 
Pradesh. Multiplicity of local speeches, and 
their mutual unintelligibility, coupled with 
the greatly enhanced intercourse among 
these people following the introduction of 
modem administrative structure in the 
territory which is now a full state, vastly 
increas^ the importance of this pidgin in 
Arunachal Pradesh.® While the various 
tribes in Nagaland bracketed together as 
‘Naga’ possess a Naga self-identity and self- 
awareness, no such ‘Arunachali’ self- 
awareness is as yet visible among the 
ethnoses in Arunachal Pradesh, and there 
are historical and ethnosocial reasons for it. 
As in Nagaland, in Arunachal Pradesh too, 
objective ethnic considerations dictate 
that bilingualism of the Arunachalis be 
strengthened, deepened and widened in its 
geographical scope with the introduction of 
Assamese as the medium of instruction in 
the schools there. It is only when Monpas 
and Mishmis and Adis and Khamptis and 
Singphos and others will be in a position to 
communioite among themselves freely, both 
orally and in writing, an Arunachali identity 
will be slowly built up of which all the in¬ 
digenous ethnoses will be proud. And that 
will be the forerunner for the formation of 
an Arunachali ethnosocial nation in future. 

Himachal Pradesh too is inhabited by 
quite a large number of ethnoses with their 
distinctive languages mostly belonging to the 
western Pahari group of the Indo-Aryan 
speeches. The languages include Kiunthali, 
Sirmauri, Baghali, Sodochi, Outer Siraji, 
Kului, Mandeali, Chameali, besides Kangri 
and Kahluri. Some of these languages like. 
Mandeali, Kiunthali, Chameali an4 a few 


others have their own setijMs, akin to the 
Sarda script used for I^hmiri, and some 
literary develt^ment took place among these 
speeches.*’ From the standpoint of 
ethnosocial organism, each of these ethnoses 
is now at the stage of nationality. Though 
closdy rdated both racially and liti^stically, 
peoples of this region became divided 1^ 
linguistic differences, brought about mainly 
by restricted inter-ethnic communication in 
a mountainous terrain. People willingly 
adopted an advanced neighbouring speech. 
Hindi, as their second native tongue This 
fact, as also the formation of the Himachal 
Pradesh after independence with the aboli¬ 
tion of the princely states there brought the 
processes of inter-ethnic integration among 
these people into operation. As a result, a 
single ‘Himachali’ xlf-awareness is develop¬ 
ing among these once divided ethnoses, and 
their progress towards nationhood on the 
ethnosodal plane has been assured. 

Thus bilingualism with a neighbouring 
advanced speech, and the use of the latter 
as the second native tongue by a number of 
small but related ethnoses with under¬ 
developed languages, ensure inter-ethnic 
integration amongst these ethnoses and 
hasten the pace of advancement of their 
ethnosocial organism towards nationhood 
with a distinctive identity and self-awareness 
common to all, but without affecting the 
original self-awareness or identity of any 
constituent ethnos. An Angami, for in¬ 
stance, will remain Angami as before, but 
win acquire the meta-ethnic self-awareness 
of Naga. So too for ail other ethnoses in 
Nagaland. And this Naga self-awareness will 
not be nebulous as at present, but will be 
based on solid foundations one of which will 
certainly be the common second native 
tongue of all the communities. 

Before the conclusion of this section it 
may be stated here that if the processes of 
inter-ethnic integration ate continued for 
long, tho' would lead to ethnogenic mixing 
giving birth to a new ethnic unit of the basic 
level.** We have already discussed the pro¬ 
cess of mixing earlier. 

ASSIMILATION 

Lastly we come to the ethnic processes 
known as assimilation. When as a result of 
interaction between two groups of people 
one group is dissolved amidst the other, the 
first one losing all or almost all its tradi¬ 
tional ethnic attributes, and acquires new at¬ 
tributes of the other group, the process may 
be called assimilation. Generally, smaller 
groui» as well as immigrant minorities are 
susceptible to assimilation by the larger 
indigenous ethnos of the country. .The 
assimilating ethnos as a consequence 
becomes still larger in numerical strength, 
and taking a long range view, i\ may also 
acquire some new ethnic characteristics. But 
in the short run, there may not take place 
any significant change in the ethnic com¬ 
ponents of the assimilating ethnos. Notable 
instances of assimilation of small indigenous 





^notn are provided by the Welsh in 
Britain, Bretons in France, Friulians in Ita¬ 
ly, the Samer and Kener in Norway, Berbers 
in Algeria and Morocco who are being 
Arabised, and Ainus in Japan. Immigrant 
Italiaiu in Fiance^ the US and in other coun¬ 
tries are assimilated by the dominant 
ethnoses in those countries.*’ 

There are several characteristic features of 
assimilation. In the first place, unlike all 
other ethnic processes which are either 
ethnotransformational or cthnoevolutionary, 
assimilation is both: it is transformational 
for the Ahnos that is being assimilated, and 
evolutionary for the assimilating ethnos. 

Secondly, as stated in the previous section, 
assimilation. like ethnogcnic mixing, pro¬ 
duces the greatest change in the tuhnic 
attributes of the group that is being 
assimilated. But, unlike mixing which leads 
to the emergence of a new ethnos, in the case 
of assimilation only one of the interacting 
ethnoses disappears. 

Thirdly, mere change of language by an 
ethnos is not as.similaiion. The latter 
depends on the change of many other ethnic 
features foremost of which is change of self- 
identity and self-awareness of the concerned 
ethnos. 

Fourth, historically, assimilation has been 
a progressive ethnic phenomenon. There is 
hardly a major ethnos in the world today 
which in the course of its evolution had not 
assimilated other ethnoses wholly or in part. 
*No one unobsessed by national prejudices’, 
observed Lenin, “can fail to perceive that this 
process ol assimilation of nations by 
capitalism means the greatest historical pro¬ 
gress;** What Lenin meant by assimilation 
in this excerpt is unconscious (spontaneous) 
or conscious assimilation. However, under 
capitalism natural assimilation is restricted 
or even prevented by racial discrimination 
as in the case of ’coloured’ people including 
‘coloured’ immigrants who generally remain 
outside the assimilation processes in the US 
and the UK, because of such practices, in 
South Africa with its openly racist policies, 
assimilation of the Bantus is officially 
sought to be prevented completely.*' 

A second point to note in this context is 
that assimilation is sometimes forcibly 
‘accelerated’ by discriminatory treatment 
meted out to the minorities in regard to the 
cultivation of their languages, religion, etc 
In the Austrian Empire, Czech were for cen¬ 
turies persecuted by the Austrians who 
sought to ‘Germanise’ the former. Similarly, 
the Hungarian sute in the 18th and 19th 
centuries attempted to ‘Magyaris^ minority 
ethnic communities there. ‘From the Marxist- 
Leninist point of view such processes can be 
given only a negative assessment;** 

in India numerous tribes in the past were 
assimilated by the neighbouring advanced 
communities. The assimilated tribes were 
Hinduised but were often converted to un¬ 
touchables. Rajbangshis who were Hinduised 
and Bengaliscd in speech are actually Koches 
in origin. These Raibangshis, as well as 


Musahars in Bihar and Uiis in Manipur ate 
all tribes transformed to outcastes. 

Natural, spontaneous assimilation of 
ethnoses within the framework of the caste 
system in NEl may be seen in the case of 
Ahoms, Barahis, Morans and Chutiyas, once 
all ruling communities in upper Assam, as 
also Kacharis there all of whom have bwn 
assimilated by the Assamese. In Mizoram, 
Raltes, Paites, Hmars and a few other 
smaller ethnoses belonging to the Mizo 
ethnoiinguistic entity, ate being assimilated 
by the Mizos. Pawis, Lakhers and Chakmas 
who do not belong to the above entity, are 
undergoing the process of ‘homogenisation’ 
with the Mizos through inter-ethnic integra¬ 
tion. In all the above instances ethnoses that 
are being assimilated, will continue for long 
to exist as sub-ethnoses of the corresponding 
ethnoses. Ahoms, Chutiyas and similar 
other communities may.now be regarded as 
territorial sub-ethnoses of the Assamese 
community; Raltes, Hmars, etc, arc similar 
sub-ethnoses of the Mizo ethnos. 

In Meghalaya, as we have seen earlier, 
Khasis and Jaintias constitute two closely 
related communities, with their specific oral 
speeches, kinship organisation, marriage 
practices and historical traditions. However, 
both the communities share the same folk 
traditions, food, dress and hygienic habits 
and use a common written speech—Khasi. 
The conclusion is perhaps inescapable that 
Jaintias arc being spontaneously and 
unconsciously assimilated by the more 
numerous Khasis and the former arc actually 
becoming a territorial sub-cthnos of the 
latter with some amount of self-awareness 
as Jaintia .still retain them. 

The historical process of natural assimila¬ 
tion that had been taking place over the past 
centuries involving myriads of smaller 


(ethnoM in the north-eaat which were being 
absorbed within the folds of the larger 
ethnoses here; was first disrupted, by the. 
Britidi cm their arrival who erected wi^ of 
sepantion between various communities on 
one pretext or another. “Inner line regula¬ 
tion*. ‘backward areas’, Excluded and par¬ 
tially excluded areas’, conununal electorates 
and other measures of this kind were die 
instruments devised by the colonial rulers 
for keeping the people divided against 
themselves till last di^ of the alien rule; 

After independence some of these 
dividing walls were pulled down. But soon 
thereafter another force inimical to natural 
assimilation, made itt appoiiance; and that 
is, forced assimilation. Especially in NEI, it 
is sad to note, the shortsighted rulers of 
Assam took it upon themselves the task of 
forcibly 'Assami^ the various communities 
whose homeland happened to be in this 
polyglot sute wrongly christened as ‘Assam’ 
by Ae British—a name that was perpetuated 
even aftor independence This attempted 
forcible assimilation made the other com¬ 
munities panicky, and to safi^uard their self- 
identity, they started vigorous movements for 
the separation of thdr homelands from 
Assam. The outcome was the creation of 
four states one after another out of the old 
Assam—Nagaland. Arunachal Pradesh, 
M^halaya uid Mizoram. The process of 
vivisection of Assam apparently has not 
stopped as yet. Movemoits are going on for 
a number of years now for the creation of 
sqiarate states for Karbis (Mildrs), bimasas 
(Hill Kacharis), Misings, and also for 
Ahoms. Perhaps only a complete reversal of 
this ill-fated policy of forcible Assamisation 
of the non-Assamese people can put an end 
to the further disroembe^ent of Assam. 




State MKNi B: 

Ethnk' PHoctssES —A Summary 


SI 

No 

Name 

Process 
Main Type 

_ , Type of 

Sub-Type Ethnos/es 

Involved 

Effect 

I 

Ethnogcnic 

divergence 

Dividing 

Lihno- One ethnos 

transformational 

Two or more 
ethnoses are 
born 

2 

Ethnogenic 

inter-ethnic 

consolidation 

Unifying 

” Kindred 

ethnoses 

A new ethnos 
is born 

3 

Ethnogenic 

mixing 


” Non-kindred 

ethnoses 

A new ethnos 
is born 

4 

Intra-ethnic 

consolidation 


Ethno- One ethnos 

evolutionary 

Smoothening of 

intra-ethnic 

differences* 

5 

Inier-cihnic 

integration 

IS 

’’ Non-kindred 

ethnoses** 

(i) Homogeni¬ 
sation, and 

(ii) formation of 
meta-ethnic 
entities 

6 

Assimilation 

IS 

Trans- Non-kindred 

formational and ethnoses 
evolutionary 

One of the 

ethnoses 

disappears 


Notes: * Some of the subunits become ethnographic groups, others subethnoses. 

** In view of the mutual unintelligibility of their speeches, ‘Nag^ ethnoses have been 
tieated in this paper as non-kindred. 
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1 AllitfmnoatotliediftricuorAiiamaiid 
crther Mta in thli ptper are aMonUiig to 
the CeuK* of 1971. 

2 YtiiianVBRiailqi*nie Object and Subject- 
Matter of Ethnosnqiliy' in Ethnogni^ 
ontf MaUrf 5dhne» (Preblenu of the Con- 
tempoiaty World, No 49, USSR Academy 
of Sdencei, Moccow, 1977), p 7 ff. 

Ytalian V Bromley, et al, Pnaont-day Ethnic 
Process in the USSR (Progress, Moscow, 
1982). 

)lhtiaii V Bromley, ‘Ethnic Processes in the 
Modern World’, Sociai Sciences, January 
1963. p 98 ff. 

yiilian V Bromley, Bhnk Process^ (‘Social 
Sd^ces Ibday’ Editorial Board, USSR 
Antony of Sciences, Moscow, 1983). 
Yhlian V Bromley, Themtical Ethnognphy 
(Nauka, Moscow, 1984). For Contributions 
by other Soviet ethnographers, see Present- 
day Ethnic Processes above, and also, 
Fsdoseyev, P N et al (eds), Soviet Studies 
in Ethnogmpl^ (Problems of the Contem¬ 
porary World No 72, USSR Academy of 
Sdences, Moscow, 1978). 

3 There have been very few studies relating 
to the ethnic processes in India. The few 
competent studies that ate availsdole on the 
subj^, were undertaken by Soveit scholars. 
A|^ form references to the ethnography 
of the Indian people in works cited in Note 
No 2 above, three specific studies on dif¬ 
ferent aspects of the ethnography of India 
are; 

Zubov, Alouuider, and Nikolai Cheboxarov, 
'New Data on the Ethnic Anthropology of 
India’ in New Indian Studies by Soviet 
Scholars (Problems of the Contemporary 
World No 33, Moscow, 1976), p 17 tt. This 
was an Indo-Soviet collaborative study. It 
is a valuable contribution to the study of 
anthropogenesis of the ethnic communities 
of India. 

Sakharov, IV, ‘Ethno-Unguistic Geography 
of India’ in A Chandra Sekhar.(ed), 
Economic erul Socio-Cultural Dimensions 
of Regionalism, an Indo-USSR Col¬ 
laborative Study (Census Centenary 
Monograph No 7, Ddhi, 1972), p 387 ff. 
Dyakov, A M, The National Problem in 
India Tbday (Nauka, Moscow, 1966) 
discusses in some detail the genesis of the 
larger nationalities of India in the Middle 
Ages, and the transformation of some of 
them to bourgeois nations during the clos¬ 
ing decades of the ihitish rule. It is surpris¬ 
ing that this important work of Dyakov has 
largely goiu unnoticed by Indian scholars. 
Ethnographic studies by Indian scholars 
include the following five papers: ‘Ethno- 
Linguistic Issues in IndiBn Federal Context’ 
by A R Kamat (£PIP, June 4,1980, p 10S3 
B P Mahiqiatra, ‘Saatali Language 
Movement in the Cohtint of Many Domi¬ 
nant Languages’ in Aimamalai, E (ed) 
languageMovemenismlndialMyioto, 1979)b 
p 107; in the same voturne; R N Srivastava, 
‘language Movemenu A^inst Hindi as an 
Official Langua^, p 80 ff; S K Chaube,. 
The Ethnic and Social Base of Indian 
ndenRsm (Occasional Paper No 17, Centre 
for Studies in Social Sdences, Calcutta); 


and, P Nayak, ‘State; Ethnidty and' 
National (2uestions—An Inquiry into a 
Problematic Relationshi|f, Paper con¬ 
tributed to the XVlIl Indian So^logical 
Confaence; Shfllong, 1917 (mimeographed). 
Nayak’s paper is the only one to discun the 
interrdadonship between the ethnic and na- 
tioiud questions in terms developed in 
Soviet ethnography. However, it is wholly 
an abstract theondcal endse besides being 
too short for a proper discussion of the 
issues involved. Other papen listed above; 
even though they may uM the terms lethnid, 
Vnhno^ in the title and/or in the body of 
the paper, and notwithstanding the valuable 
sidelight they occasionally throw on the 
ethnic situation in the country, are not 
ethnographic studies proper: they are not 
studies in the ethnic processes. 

Earlier studies on the ethnic question in 
India by the present author: 

Acharya, S K, ’The National Question in 
India Ibday: A Preliminary Study in the 
Ethnic Processes’, contributed to the 
Seminar on the Nationalities Question in 
India Today, sponsored by the TDSS 
Society, Pune, 1985 (in the press); and, 
Acharya, $ K, 'Ethnic Aspects of the Na¬ 
tional Processes in India; Castes, Hibes and 
Ethnolinguistic Entities’, contributed to tlw 
Social Scientist seminar on the ‘Indian 
National Movement: -Its Political, Social 
and Ideological Dimensions’, New Delhi, 
1986. 

4 Bromley 1974, p 9. 

5 Bromley 1983, Ethnic Processes, p 9. 
Hereato, references to this work only 
would be implied by the expression 
‘Bromley 1983’. 

6 Sen, Sukumar, ‘History of Proto- and 
Palae-Bengalis’ (in Bengali), Ananda Bazar 
PatHka, Puja Number. 1392 BS (1985), 
p 18 also, Chatterji, ODBI, Vol 1, p 80 ff. 

7 Kozlov, V I, The Dynamics of Peoples' 
Numerical Strength, quoted in Bromley 
1984, p 94. 

8 Thus, when Bengalis are taken as one of the 
ten biggest peoples on earth, political fron¬ 
tiers of India CNest Bengal) and Bangladesh 
are ignored, establishing the complete ethnic 
identity of the Bengalis of the two state for¬ 
mations. Cf Bromley^ 1983, p 97. 

9 Frands, E K, Interethnic Relations (Elsevier, 
New Mark, etc; 1976), p 102; Brouke; S, La 
Population du Mor^fSn French, Progi6s, 
Moscou, 1983), pp 189-190. 

10 See the articles on ‘Alsacd; ‘Alsace-Lonaind 
and 'Alsatian Dialect’ in Encyclopaedia 
Brittanica (Chicago, 1975): also, Brouke; 
op cit, p 192. 

11 Hockings, Paul, Ancient Hindu Refuses: 
Badaga Social History 1530-1975 (Moulton, 
The Hague; etc, 1980), p 4. 

12 Gait, Edward, A J/iHOo'qf Assam (3rd edn, 
Calcutta. 1963). pp 189, 360-1, 375-7. 

13 Leskov. Alexander. The Europe of the Bar¬ 
barian Fields’, Sputnik, August 1982, p 192; 
Bromley 1983, p 52. 

14 Brxnike, op dt, p 146. 

15 Grierson, G A. Linguistic Survey of Mia 
(LSI), Vbl IX, Pt U (Calcutta, 1908; 
Reprinted, Delhi. 1968), p 323 If; hndit. 


PSklA Grammatical Sketch of Gqjaratr la 
R C Mgnm (Compiled). OrammatiadSket- 
ehesiflHiBanlMguaisswIthCompimlve 
Hteabulaty and Tixts (Delhi, 1975), 

pl09fr. 

16 Crienon, op dt. 

17 Singh, ENQakanta.'TIend of the Language 
and ^ture of the Manipuris’ in Mrinal 
MiAioSULinguistieSituation hi North-Esa 
India (NEICSSR, Shillong, IM2). p 44. 

18 Marak, Julius, Goto Customary Laws and 
Practices (Sh^img. 1985), p 1. 

19 Bromley, 1983, p 76. 

20 Zubov et al, op dt, p 25. 

21 Ibid, passim. 

22 Kiernm, Victor (interviewed by P S Gupta), 
‘History of Social Formations’, Aftdnstream, 
Delhi, November 26, 1983, p 20; Bromley 
1983, pp 70-71. 

23 Chatterji, S K, The Origin and Develop- 
•ment of Bengali Language (ODBL) (Vote I 
and II, 1926, Vbl III, 1971, Rupa, Calcutta, 
etc, Riprint 1985) Vol I, p 102; Vol III, p 23. 

24 Curdon. Major P R T. 77ie Khasis (1907; 
Reprinted, Delhi, 1975), p 620. 

25 Ibid, p 158; Marak, op dt, p I. 

26 Report of the Land Reforms Commission 
for Khasi Hills (Government of Meghal^m, 
Shillong, 1974). See Ch 111, ‘A Khasi*. 
pp 14-5. The chapter includes a list of 
tribrn and sub-tribes’ prepared by H Bardi 
which are to be given the general luune 
Khasi. The list includes Jaintias (Pnars) but 
excludes Lyngngams. On the otto hand, in 
his Memorandum submitted to the Com¬ 
mission (p 97 of the Report) R S Lyngdoh, 
the former Speaker of the Meghalaya 
L^islative Assembly, claims not only the 
Lyngngams but also the Lalungs of the 
Northeastern slopes of the Khasi and 
Jaintia Hills as bona fide Khasis which is 
not correct (see N K Syamchaudhuri and 
M M Das, The Lalung Society (Anthro¬ 
pological Survey of India, Calcutta, 1973)). 
The Report does not itself spedfy the At- 
ferent communities which may be called by 
the generic name ‘Khasi’, but defines this 
term in a somewhat laboured manner; men¬ 
tioning certain strange conditions the ac¬ 
ceptance of which would entitle a person 
to be designated as a Khasi. For an answer 
to the simple question whether or not 
Lyngngams are a branch of the Khasi 
ethnos, we have to fall back upon Gutdon 
(op dt) or Grierson (LSI, Vol II) both of 
whom declare in unmistakable terms that 
the Lyngngam is a subdivision of the Khasi 
community on ethnic grounds including 
language. 

27 Gutdon, op dt, p 63. 

28 Distribution of Bishnupriyas according to 
the census of 1971 vms as follows: Assam-— 
33,591, Tripura—9,884, Manipur—325, 
India total—43,813. 

29 Nigam, R C, ‘Introductory Ntde on 
Classification’ in A Mitra, Census ofIMki 
1961, Vol I. India, Pi ll-Cfill-Language 
Tbbles, (GOI, 2nd edn, Delhi, 1967, 
ppcxcii-Gxdv. 

30 Ibid. 

31 Grierson, LSI, Vol V, Pt I; also, cf chapter 
on Language in Census rf India, 1901, 
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I, india. Pt written by 

Orienon, reprinted in Mitre, op dt, p 439. 

32 ODBL, VU III, p 70 abo, Sinha, K P. 77w 
BIsMnupriya Manipuri Language (Firma 
KLM, Calcutta, 1981), p I. 

33 Bromley. 1983, p 78 ff; p 116; 1984, p 8S. 

34 Bromley, 1984, p 93; Bromley's article in 
Social Sciences, Jaunary 1983, p 103. 

33 Bromley, 1983, pp 136-7; /1984. p 93; alsob 
/I983, 76; and Bromley's Social Sciences 
artick P 103. 

36 Potter, Simon. Our Language (Penguin, 
Harmondsworth, 1966), p 139. 

37 Bromley, 1984, p 93. 

38 Sen, Sukumar, ‘A Qitunmatical Sketch of 
Ben^V in Nigam, R C (Compiled), Oram- 
maiical Sketches of Indian Languages, 
opcit, p 21. 

39 Bromley. 1984, p 98. 

40 Op dt, p 97. 

41 Ibid; Bromley, 1983, p 114. S K Chatterji 
and S M Katie, two eminent linguists of 
international repute, who jointly authored 
the chapter on Languages in the Gazetteer 
of India, strictly from the standpoint of 
linguistics demonstrated the opemtion of 
the evolutionary process of interethnic 
integration in India over the past three 
thousand years. Referring to the four great 
language Ounilies which have given birth to 
the various linguistic communities in the 
country, Chatterji and Katre observe that: 
'There has been a good measure of inter¬ 
action among these languages. The Aryan 
has been profoundly modified by the Dravi- 
dian and viw versa; and that applies to 
other languages as well. This kind of 
linguutic interaction has given rise, after 
ifXX> years of free play, to a common Indian 
type for the modern languages of all the 
four families of speech, through the evolu¬ 
tion of a certain amount of similarity in 
phonetic structure; morphology, and above 
all, syntax and vocabulary. Whether they 
belong to the Aryan or the Dravidian, the 
Austric or the Sino-Tibetan groups, modem 
Indian languages show certain very impor¬ 
tant resemblances. This b because they 
share in a common or pan-Indian character 
evolved through the racial and linguistic 
intermixture which has been at work since 
the beginning of history’. The Gazetteer of 
India: Mian Union, Vol 1, (CX)I. Delhi, 
1963/1973), pp 373-4. 

42 Bromley. 1983, p 17; /1984. p 98. 

43 Bromley, 1984, p 97. 

44 Bromley, 1984, p 83; also, Shevtsov, V. 
Gizenshtp of the USSR (Progress, Moscow, 
1979), sec Ch 1, Sec I, IVpes of Citizen¬ 
ship in History', p II. 

45 A metaethnolinguistic entity has two 
aspects; linguutic and sociopolitical. For 
lntt»Aryan-based metaethnoiinguutic en¬ 
tities the sources are; linguistic—Chatterji 
and Katie, op eit, pp 381-3, 387; Sen, 
Sukumar, 'A Grammatical Sketch of San¬ 
skrit, in Nigam, op dt, p 1; sociopoiitical— 
Majumdar, R C, The History and Culture 
of the Indian People, The Classical Age 
(Bharatiya Vidya Bhovan, Bombay, 3rd edn, 
1970), Ch VIII, pp 76-80, 92-93; ch X, 
pp 142-7; Mohanty, Nivedita, Oriya 
Nationalism; Quest jfor a United Orissa 


(New Delhi, 1982), Ch I, ‘Background’, 

plff. 

46 For Dmvidian-baied metaethnolinguistic 
mtities the sources .arc: Ifoguistlc— 
Andronov, M, ‘Lexieostatistic Analyds of 
the Chronology of the Oistintegratitm of 
Proto-Dravidian', Indo-Itmian JourtuI, 
The Hague, 7, p 170 for ^phkal 
represenution of Andronov's analysis with 
minor corrections in hb dating, Gardner, 
Peter, M, ‘Lexicostatistics and Dravidian 
Differentia In Situ’, Mian Linguistics, 
September-December, 1980, p 170 ff; 
Andronov's study is a wonderful one; 
Andronov, M, Two Lectures on the Histori¬ 
city of Language Rtmilles (Annamalai 
University, Annamalainagar, 1968); 
Emeneau, M B; 'Bilingualism and Struc¬ 
tural Borrowing’, Proceedings of the 
American Philosophical Society, Vol 106, 
1962, p 430 ff; Chatterji, S K, ‘Old Tamil, 
Ancient Ihmil and Primitive Dravidian’, 
Mian Linguistics, Vol 14, Pt I-II, January 
1934; Sociopolitical—Gopalachari, K, Early 
History of the Andhra Country (University 
of Madi^ 1976), pp 1-3; Subramaniam, 
K R, Buddhist Remains in Andhra and the 
History of A ndhra Between 225 and 610 A D 
(Madras, 1932), pp 3-10; Gowda, K K, A 
Grammar of Kannada (Based on the 
Inscriptions of Cooig, South Kanara and 
North Kanara, 1000 to 1400 AD) (Annamalai 
University, 1972), pp xi-xx; Mysore Univer¬ 
sity, Kannada Sahitya Caritie (in Kannada, 
Mysore University, Mysore, 1973), Vo) 2, 
p 305 ff. I am grateful to G Kumarappa, 
Assistant Librarian, National Library, 
Calcutta, for his assistance in my study of 
this work. 

47 Cf LSI: for Rajasthani, Vol IX, Pt 11; for 
Himachali, Vol IX. Pt IV; for Bihari, Vol V, 
Pt II. 

48 For Bhili, LSI, Vol IX, Pt 111. 

49 For Gondi and other Dravidian-speaking 
ethnoses: Dalton E T, Descriptive Ethnology 
of Br/igo/(Calcutta. 1872, Reprinted 1960), 
p 263 ff, for Oraon/Kurux, Ekka, Francis, 
‘Language Loyalty and Maintenance 
Among the Kurux.s, in E Annamalai, op cit, 
p 99 ff; for Male/Malers, Dalton, op cit. 
p2S4. 

30 For Santai-Munda group, LSI, Vol IV, Pt I; 
also, Bhowmik, P K. ‘R^onal Strategy for 
the Development of IKbal Communities’ 
in P C Mohapatra et al, TYibal Problems 
ttf May and Tbmorrow (Sabari Cultural 
Society, Bhubaneswar), p 60 ff. 

31 Ethnoses with tribal ethnosocial organisms 
in the greater par(-4>f India belong to the 
Veddoid race, but they have all lost their 
original speeches completely and have 
changed over to Indo-Aryan (Bhils and 
others), Dravidian (Gonds,Omons. a tri or 
Austioosiatic (Santals, Mundas andalued 
peoples). Secondly, each of these linguistic 
groups has been divided into numeraab 
speech communities: BhiU group includes 
about 30 communities including Khandeshi; 
other Indo-Aryan group (Baiga, Sounti, 
etc)—10; Dcavida-speaking group—about 
30 (Gonds. Oraons, etc); Austroosiatic 
speaking- mote than 30 (Santal, Munda 


ao); unknown/unclasaed linguistic affi¬ 
liation—about 16. Thirdly, e^ of these 
ethnoimguistic group again it disperaedovfr 
a numbCT of adjacent states: Bhils-Ahin in 
MP. Mahatashtra. Oujotat and jtgjasthan; 
Sontal, Munda and other Austroasiatic- 
speaking ethnoses in W BengaL Bihar, 
Orissa and MP; Gonds and idlied com¬ 
munities in Orissa, MP.'Mahataditra and 
AP with attentions in ffihar and W Bet^l 
alsa Finally, many of the outcastes and 
lowest castes among Hindus are merely 
transformed tribal communities. Cf Zubov 
pt al, iq> dt; Census of India 1971, Series. 1, 
India, Paper 1 of 1973, Scheduled Castes 
and Scheduled THbes (Ddhi, 1973), passim. 

52 Pardesi, Ghanshyam,- articles on the. 
Jharkhand movement in MainstttOm, 
Delhi, July 19 and 26. and August 2,1980. 

33 All these group divisions of the ethno- 
sodally'retarded ethnoses of NEl may be 
'tmted as tentative. 

54 Zubov et al, op cit, p 21. The apposite 
remarks are being reproduced in extertso: 
‘The simplest exphmation for the formation 
of the intermediate Veddoid-Mongoloid 
radal types in North-Eastern India would 
appear to lie in the crossing of the 
aboriginal Equatorial populations with 
Mongoloid groups infiltrating into Hin- 
dusun from South-East Asia. Here, too, 
though, one cannot exclude the preserva¬ 
tion of ancient relict forms linking both 
genetically and geographically the eastern 
(Asiatic-Oceanic or Australoid) groups of 
Equatorial races with the Proto-Mongoloid 
forms. The work on the ethnic anthro¬ 
pology of East Asia carried out over many 
years by one of the present authors, Nikolai 
Cheboxarov, as well as the original data 
he has assembled and the visual impressions 
he has received while travelling through 
India, Indonesia, China and Japan, speak 
eloquently in favour of the hypothesis of 
deep genetic links between the Australoids 
and Mongoloids in the very process of their 
formation. The populations of Southern 
ChiiM surveyed iv Nikolai Cheboxarov— 
especially the Lis and Myaos on the Island 
of Hainan and the Yios of Lian-Nan in 
Northern Kwangtung—have' general rmdal 
features that remind one of the Khasis qf 
Assam'. (Emphasis added.) 

35 Nigam, R C, Languap Handbook on 
Mother Tbngues in Census (Census 
Centenary Monograph No 10. Census of 
India 1971, Delhi, 1972), p xxxii. Lexical 
correspondence has ben discovered bet¬ 
ween Munda on the one side and the 
‘Himalayan languages’ (Sino-Tibetan) and 
Classical Tibetan im tire other. 

56 For the hypothesis, cf Chatterji SK.JCimra- 
Jana-Krti (Royal Asiatic Society of Bengal, 
Calcutta, 1951), p 85; also Acfaarya, S K, 
‘Language of the Khasis’, Mainstream, 
Dallii. May 22. 1971. 

57 Sreedhor, M V, Naga Pidgin: A Sodo- 
linguistic Study (Cemtdl Institute of Indian 
Languages. Mysore; 1974), passim. 

38 For the concept of ‘second native tongue^ 
see Isayev, M I, NatioHal Languages in the 
USSR: Problems and Solutions (Progress, 
Moscow, 1977, pp 327, and 331 ff)- It may 
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be pointwl out beie tbit aomc of the opi> 
niontof peiticulirty thoee rebthig 
to ethnic nttributei. ere not found accq>- 
taUe to Soviet ethnognphy. 

PidfiniMtion of Aanmese and iu nae'ae 
the second native speech by the various 
Mega communities was the outcome of the 
close intimacy between the Nagas and the 
Assamese getqiie dating from the Ahom 
times omlU'earlier periods. Long before 
the Naga HSls dame under the British yoke 
by ti» middle of the last century, an obser¬ 
vant British officei; RoUnson. found Nagas 
as 'keen barterers' who exchanged huge 
loads of cotton at Oolaghat, Nagota and 
Kacharihat for sidt, rice; daos, cattle and 
dri^ flsh. “Naga Hills have in conse- 
quenccf’, stated Robinson, "been always ac¬ 
cessible to the people of the plains; while 
the Nagas have on their part, bem per¬ 
mitted to the markets on the frontier". 
Robinson, W, A Descriptive Account of 
Assam (Calcutta, 1841), p 384 ff, quoted in 
Barpujari. H K, Problem of the HW Tribes 
(Law^s, Gauhati, 19701, p 14. Inddenially, 
with the promulgation of the Inner Line 
Regulation by the British Indian administra¬ 
tion along the Assam Naga Hills border in 
1873, this free intercourse between the 
Nagas and their immediate neighbours in 
the plains was stopped. And yet, not¬ 
withstanding this Inner Line which still con¬ 
tinues today, the Naga pidgin did not die 
out and bilingualism of the Nagas with 
Assamese has persisted to this day. 

59 Sieedhar, who did the pioneering work on 
the scientific treatment of Naga pidgin, nar¬ 
rates thus his none-too-happy experience 
with the Naga elite group on the issue of 
‘Nagamese*: “Though they (the Naga 
educated people) fully realise that the Naga 
Pidgin is the de facto lingua franca in 
Nagaland, in the presence of strangers, the 
educated persons even refuse to admit the 
knowledge of this language. For instance, 
in 1970, when this writer (Sreedhar) was 
seeking information about the Naga Pidgin 
from a lecturer (Naga) at the Dimapur Col¬ 
lege, Dimapur, he has told that the lecturer 
did not know the “Naga Pidgin and that 
very few Nagas spoke it. But just as this 
writer was conversing with the Naga lec¬ 
turer. a Naga belonging to another speech 
community came on the scene and started 
talking with this lecturer in the Naga Pidgin 
and the lectum- responded in the same 
language: Their conversation in the Naga 
Pidgin lasted for about S minutes” 
(Sreedhar, op dt, p 9). 

60 Bromley, 1983, p 18. 

61 Bromley, 1984. p 98. 

62 Re Arunachali and Nagamese: Com¬ 
munication from the Director-General, All 
India Radio; Delhi,'No 21/9/8S-PI dt 
6-4-198S. 

63 LSI. Vbl iX, Pt IV; ODBL, Vsl I, p 10. 

64 Brorndy, 1984. p 97; 1983. p 16. 

63 Bromley. 1983, p im. 

66 Lenin. V 1, Collected Wbrks, (Progress,- 
Moscow, 1964), \tol 20. p 30. 

67 Bromley, 1983, p 111; also p 106 ff. 

68 Ftands, op dt, p 94. 
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Statewise Allocation of Central Plan 

Expenditure 

Conceptual Problems 

KC Seal 

For study of statewise capital formation the ’incidence of expenditwe’ approach as recommended by the Regional 
Accounts Committee is justified. However, for assessing the equitable nature of the central plan expenditure, the 
incidence of expenditure approach cannot be recommended. And since the final ’incidence of benefits’ arising 
from central plan investments accruing to different states cannot be estimated on a fairly reliable basis, some 
rough idea in this regard could be obtained, it is suggested by the author, by adopting the Extent of subsequent 
use’ approach for all central plan investments. 


THERE is demand for statewise break-up 
of central plan expenditure from various 
quarters presumably to examine whether the 
statewise plan allocations made by the cen¬ 
tre in the annual or the five-year plans to 
the states is equitable or not. Such demands 
are generally made under the presumption 
that the .statewise allocation of central plan 
outlay would be indicative of the central 
assistance provided towards economic 
development of different states. In the past 
the Planning Commission had taken the 
stand that the central plan outlay covers a 
wide range of both infrastructure and .social 
welfare services as well as investment in 
public .sector enterprises and units. The 
former are decided on national requirements 
while the latter are decided on techno- 
economic and other considerations. Since 
the basis is not of sharing central investment 
statewise the Planning Commission argued 
that it is not desirable to segregate central 
investment by states. Nevertheless, keeping 
in view the growing demand for statewise 
break-up of central plan expenditure an 
attempt was made in the Planning Commis¬ 
sion to do so for some of the recent years, 
ll was recognised that central investment 
could have two types of incidence namely, 
incidence of expenditure and incidence of 
benefits accruing from the central plan 
expenditure. .Since it is very difficult to trace 
final incidence of all benefits accruing from 
an investment the only plausible approach 
was considered to be ‘incidence of expen¬ 
diture' approach. 

The plan expenditure is of two types; 
revenue and capital. Allocation of revenue 
component of central plan expenditure 
among different states does not normally 
pose any problem as such expenditures are 
incurred on location specific units/establish- 
ments and the revenue expenditure could be 
assigned to the respective states in which 
these units are located. Even under this 
‘incidence of expenditure* approach state- 
wise allocation was not possible in regard 
to non-location specific plan expenditure on 
projects pertaining to ofT-shore exploration, 
floating docks, budgetary support to 
financial institutions and expenditure on 
Antarctic research, chartering of vessels for 
survey, purchase of ships and aircrafts, etc 


The Planning Commission decided to 
show central plan expenditure on the 
aforesaid non-location specific projects as 
unallocated. The unallocated part was found 
to constitute about 20 per cent of the cen¬ 
tral plan expenditure for one of the recent 
years. As the proportion of unallocated 
expenditure is quite large, it may be worth¬ 
while to examine whether some alternative 
plausible approach could be followed for 
distributing the entire central plan expen¬ 
diture among the different states. 

A closely related problem, namely, the 
problem of measurement of statewise capital 
formation had been examined earlier by the 
Committee on Regional Accounts set up by 
Central Statistical Organisation in 1976. The 
committee noted that identification of fixed 
capital formation in the case of resident 
in^stries within the state boundaries would 
not create problems of measurement. 
However, in the case of organised enterprises 
in the public and the private sectors which 
have activities spread over a number of states 
as also in the case of transportable fixed 
assets operating in several states there will 
be problems of identification and measure¬ 
ment in the context of state domestic capital 
formation. The transportable fixed capital 
assets would refer to items like railway rolling 
stock, ships, aircrafts, fishing boats, fishing 
vessels and vehicles used for road transport. 
To the extent the transportable Exed assets 
are owned by state enterprises these should 
form a part of the capital formation of the 
states to which the ownership belongs. But 
in the case of central government enterprises 
like railways, Indian airlines, etc, the com¬ 
mittee suggested that no attempt should be 
made to allocate the transportable fixed 
assets. It was lecommended that in such 
cases only capital formation in the form of 
construction, etc, within the state boundaries 
should form a part of state domestic capital 
formation. 

The committee idso suggested that, for 
purposes of identiHcation and measurement 
of capital formation, the multi-state enter¬ 
prises should be dealt with differently from 
the transportable fixed assets. In the case of 
multi-state enterprises it will be necessary to 
obtain a clear measurement of fixed assets 
of units located within the state boundaries. 


It would thus appear that the Regional 
Accounts Committee (RAC) recommended 
statewise allocation for all capital invest¬ 
ments other than those pertaining to 
transportable fixed assets. Under this, pro¬ 
cedure a sizeable portion of central plan 
investment made for generating transpor¬ 
table capital assets would be shown as 
unallocated. The procedure laid down by 
RAC is currently followed by various states 
under the guidance of Central Statistical 
Organisation for working out statewise 
distribution of capital formation. 

The difnculties encountered in assigning 
central expenditure on transportable fixed 
capital assets to different states can be 
resolved if instead of following either of the 
approaches: ‘incidence of expenditure* or 
‘final incidence of benefits accruing from the 
central investment’, statewise allocation is 
made on the basis of the immediate or direct 
benefits resulting from the central expen¬ 
diture as could be measured by ascertaining 
fixed assets in different states. Normally the 
agencies which arc in possession of these 
transportable fixed assets will be in a posi¬ 
tion to indicate to what extent these assets 
have been subsequently utilised by different 
states. For instance, the central plan invest¬ 
ments for generating transportable fixed 
assets under many schemes/projects of the 
ministry of railways could be rationally 
distributed amongst different states on the 
basis of route/tonne kilometres of railways 
within different states keeping in view the 
subsequent use of these assets. Likewise, for 
central plan investment on items like off¬ 
shore exploration where the product is 
utilised in different states at a later stage; one 
plausible way to allocate the central plan 
expenditure on this scheme amongst dif¬ 
ferent states will be in proportion to the 
volume of oil distributed among the states 
after its exploration. However, as the pattern 
of distribution might change with time it will 
be necessary to modify these statewise 
allocations on the basis of the changing pat¬ 
tern from time to time. This mi 9 cause some 
practical problems. Nevertheless, for most 
of the transportable flxed asssets generated 
from central plan investments it might not 
be very difficult for the concerned admini¬ 
strative ministrira/departments to suggest 
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i ftiM niittAle iadicnoti wUch could be 
utiiiied ftU’aDocetkm of oentnl invect- 

ment to different itatei in relation to tbeie 
sugge^ indicatora. It thould be possible 
to allocate virtually the entire unallocated 
component among-different tutes if the 
modified approach baaed on extent of subse¬ 
quent use of transportable fixed assets is 
adopted. It is, however, noteworthy that the 
statewise allocation of central caintal expen¬ 
diture based on the alternative tetent of 
subsequoit uscT approach will not be com¬ 
parable with the statewise allocation of the 
major part of central plan outlay which 
could be more easily arrived at on the basis 
of ‘incidence of expenditure’ approach as 
recommended by the Regamal Accounts Com¬ 
mittee. Since the two sets of statewise apen- 
dituie figures will be non-comparable they 
are required to be kept separate and not to 
be added together to get the total state 
picture: One plausible method of arriving at 
a meaningful distribution of total central 
capital expenditure by states will be to adopt 
the same method of allocation, namely, the 
“extent of subsequent use' approach for all 
central plan schemes/projects. This can be 
done by the concerned administrative 
ministry/department in respect of every cen¬ 
tral plan scheme: This has not been attemp¬ 
ted so far by any government agency; such 
a scheme-wise examination of central plan 
scheme will not only be time consuming but 
would provide at best some rough approxi¬ 
mations to reality as these figures would be 
derived in many cases on the basis of some 
plausible assumptions about the extent of 
future use of assets generated from central 
plan investments in different states. Another 
limitation of “extent of .subsequent usd ap¬ 
proach is the fact that the nature and extent 
of benefits accruing from central invest¬ 
ments and their gestation periods will vary 
from scheme to scheme and the overall state 
figure of expenditure derived by combining 
all the central plan schemes in a state can 
at best provide only a rough picture of iro- 
mediate/direct financial benefits accruing 
from centra] plan investments. There will 
also be interaction between benefits accru¬ 
ing from central plan expenditure and those 
flowing from non-plan expenditure on 
related schemes which might have been 
executed earlier. Despite the above shortcom¬ 
ings of the “extent of subsequent use' ap¬ 
proach, it is a feasible method of ascertain¬ 
ing whether the relatively backward states 
are getting preference in allocation of cen¬ 
tral outlay in sectors where it is justified. 

The economic development in any sector 
in a state will be dependrat on the combined 
effect of the centrid and sMte plan expen¬ 
ditures as well as the non-plan expenditure 
on related items incurred ^ the concerned 
state: For measuring overall progress of 
economic and social development in any 
state suitable indicators of progress in dif¬ 
ferent sectors of the economy will have to 
be developed and a mechanism needs to be 
ewdved for getting regularly statewise figures 
in respect of these indicators. The overall 
i^icasurenient of sectoral progress will not,. 


liowevei; provide'any clue whether the 
rejatively backward states in regard to cer¬ 
tain sectors are getting due attention from 
tlw centre in the form of central plan expen¬ 
diture for accelerating their pace of develop¬ 
ment in those sectors. The Extent of subse¬ 
quent use approach’ conmiended for making 
statewise allocations on the basis of 
direct/immediate benefit accruing to dif¬ 
ferent states from the central plan expen¬ 
diture is expected to provide some useful 
infonnation on the relative thrust of central 
plan investments made towards backward 
sutes with a view to achieve balanced 
development in the country. 

lb sum up, for study of state-wise capital 
formation, incidence of expenditure ap¬ 
proach as recommended by the Regional 
Accounts Committee is justified. However, 
for assessing the equitable nature of the cen¬ 
tral plan expenditure, the incidence of ex¬ 
penditure approach cannot be recommended. 
Since the Anal incidence of benefits arising 
from central plan investments accruing to 
different states cannot be estimated on a 
fairly reliable basis, some rough idea in this 
regard could be obtained by adopting the 
“extent of subsequent use’ approach for ail 
central plan inve.sments. For this purpose; 
technical committees will have to be set up 
by the administrative ministries and depart¬ 
ments to suggest some suitable indicators 
which could be utilised for allocation of cen¬ 
tral plan investment to different states in 
relation to these suggested indicators. A 
representative of CSO may be associated 
with such technical committee to ensure con¬ 
sistency in the methodology to be recom¬ 
mended. This assessment will not generally 
provide any idea of the extent of overall 
economic development in different states 
since the overall development in the states 
will depend not only on plan expenditure on 
behalf of the central and the concerned state 
government, but also the nob-plan expen¬ 
diture required tor maintenance of assets 
earlier created. A study of equitable nature 
of overall economic development in various 
states would involve working out suitable 
sectoral indicators in respect of each stale. 
Such overall economic indicators pertaining 
to different sectors will provide an idea of 
the extent of deseiopment in a particular sec¬ 
tor in the state vis-a-vis other states. The 
‘extent of subsequent use approach' followed 
for central plan investment, as recommended 
in this paper as an alternative plausible ap¬ 
proach svould provide some idea whether the 
relatively backward states are getting due 
attention for accelerating their pace o( 
development with the help of central 
assistance. Thus each of the three ap¬ 
proaches considered in this note focuses 
attention on a particular aspect of develop¬ 
ment in the states and serves some useful 
purpose. An integration of ail the three 
approaches will be necessary to make a cor¬ 
rect appraisal of the nature of economic 
cevelopment within each state. This would, 
however, call for considerable amount of 
extra analytical studies to be carried out 


under the guidance of cettain technical com¬ 
mittees and may not be very easy to imple¬ 
ment in practice: Nevertheless, if the problem 
of equitable natt re of central plan invest¬ 
ment is to be studied in its proper perspec¬ 
tive; follow-up action on ail the three ap¬ 
proaches as explained in the previous para¬ 
graphs needsto be taken on a regular basis. 
While studies of statewise capital formation 
and of the «tent of overall development in 
the states based on suitable socio-economic 
indicators are already being carried out by 
certain organisations on the lines indicated 
in this paper, action on getting statewise 
break-up based on Vxtent of subsequent use' 
of capital investment made by the central 
govenunent under various devdopment plan 
schemes has to be started virtually from a 
Kratch. For this purpose technical commit¬ 
tees will have to be set up in many central 
government departments and assistant of 
some central coordinating agency such as the 
CSO or the Department of Economic 
Affairs will be necessary to ensure unifor¬ 
mity of approach to be followed by various 
government departments while making 
statewise allocation. As mentioned earlier, 
the statewise allocation of central plan 
expenditure on the basis of certain plausible 
indicators can only be attempted by such 
technical committees and the actual results 
can at least be considered as rough approxi¬ 
mation to the real situation. A relevant ques¬ 
tion that is required to be considered at this 
stage is whether attempts on getting state- 
wise allocation of all central plan invest¬ 
ments on the above lines can be justifled 
from the cost-benefit angle. The entire pro¬ 
blem cropped up primarily due to non¬ 
allocation of about 20 per cent of central 
plan expenditure amongst different states. 
If this part is kept separate and is permit¬ 
ted to be retained as unallocated there would 
be no need to take any action on the newly 
suggested extent of subsequent use* ap¬ 
proach. On the other hand, if statewise 
break-up of the entire central plan expen¬ 
diture is insisted upon and each government 
department is ask^ to furnish the break-up 
in respect of all plan schemes administered 
by them, it will be necessary to pursue the 
alternative ‘extent of subsequent use' or im¬ 
mediate/direct benefit approach in respect 
of each central plan investment in order to 
ensure uniformity of approach to be followed 
in each government department. Keeping in 
mind the enormous practical diffculties in 
adopting this new approach and the relevant 
costs, benefits and limitations associated 
with this approach, it may not be worthwhile 
to recommend adoption of the new ap¬ 
proach for statewise allocation of central 
plan expenditure. The present practice of 
keeping central investment on non-location 
specific projects, which might account for 
one-fourth or one-fifth of total central in¬ 
vestment as separate and un-allocaied may 
be continued as heretofOIe. 

{Views expressed in the paper are personal and 
are not necessarily of the organisation to which 
the author belongs.] 
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A Theoretical Perspective in the Study of 

Plantation Systems 

The Malaysian Case 

V Selvaratnam 

Most studies on the plantation system of peninsular Malaysia have tended to underplay the role which external 
factors have played in shaping the internal structures, particularly that of labour within these societies. The un¬ 
critical use of the traditional structural-functional framework has prevented scholars from reacting adequately 
the social processes that have emerged within plantation economies and societies. This article critically examines 
the theoretical framework and empirical boundaries so far used by scholars. 


THE primary concern of this paper is to 
critically examine the theoretical framework 
and the empirical boundaries that have been 
used thus far by scholars to study the plan¬ 
tation system in peninsular Malaysia. It 
would seem that the small-scale anthropo¬ 
logical-sociological studies done within the 
traditional structural-functional framework 
have located and concentrated their analysis 
primarily on the social organisations within 
the confines of specific plantation systems. 
These studies have tended to underplay the 
role external factors have played in shaping 
the internal structures of the plantation 
systems, particularly the role played by 
labour within these societies. The uncritical 
use of this framework has prevented these 
scholars' from visualising the overall social 
proces.ses that have taken place and inhibited 
them from reflecting the sdcial processes 
that have emerged within plantation econo¬ 
mies and societies adequately. In particular, 
the extra economic measures and processe.s 
that this mode of production found neces¬ 
sary to use with the support of the colonial 
state in order to initiate a continuous supp¬ 
ly of south Indian workers and incorporate 
them into the plantation system has received 
very little detailed treatment. 

One may also argue that though planta¬ 
tion economy and society can be concep¬ 
tualised as ‘self-governing total institution’, 
in social reality they are ‘imperial assets’ that 
became over a period of time an integral part 
of the larger economic system. In this case, 
the metropolitan centre, the British colonial 
state and the dominant world capitalist 
system into which these ‘imperial assets' 
l^ame integrated inta Thus, any study of 
plantation economies and their societies can 
only be meaningful if the study uses a con¬ 
crete hi.storical analysis and treats them as 
societies encapsulated within the confines of 
a colonial state and a world capitalist system. 
The different economic, political and 
cultural processes and linkages between the 
plantation system, the colonial state, the 
metropolitan centre and the world capitalist 
system have to be taken into account within' 
the different phases of the historical develop¬ 
ment of the plantation system. In particular, 
one has to consider how these external 
economic, political, social and cultural 
processes impinged upon the plantation 


mode of production and contributed 
towards the development of a labour coer¬ 
cive internal social organisation; and the en¬ 
suing class formation and-the social relation¬ 
ship within the plantations. In other words, 
set in motion processes which brought about 
fundamental socio-economic transformation 
in this system 

I 

Over the last two decades, there has been 
an increasing and sustained interest in the 
study of plantation systems among scholars 
from third world countries.* Foremost 
amongst them arc members of the ’new 
school’ of political economy a.ssociated with 
the Caribbean New Nkkirld Group, compris¬ 
ing economists such as l.loyd Best and 
George Beck ford.' From south Asia we 
have too, recent significant and scholarly 
contributions by two Sri Lankans, 
S B D de Silva and Asoka Bandarage.'* The 
main thrust of all these studies has been to 
explain in terms of political economy the 
problems and dynamics of economic 
development, dependence and underdevelop¬ 
ment in plantation economics within the 
context of the origin.s, the growth and ex¬ 
pansion of a world capitalist system in the 
context of colonialism. Geoige Beckfoid, for 
instance, in his well known study has attemp¬ 
ted to construct a theoretically comprehen¬ 
sive neo-Marxist model of plantation 
systems and then used this model for the 
study of the various individual plantation 
economies and societies the world over.’ 
His study goes on to demonstrate that the 
capitalist and international linkage of the 
plantation economy invariably produces an 
underdevelopment bias within the domestic 
economy of plantation societies,* as the. 
dynamic sector for growth in their case the 
peasant sector is bottled up by the other sec¬ 
tor, i e. the plantation sector which con¬ 
tributes more to the economic development 
of the host economy.^ In other words, the 
Caribbean studies highlight the uneven 
spread of economic development* and its 
consequences particularly fbr their econo¬ 
mies which are dominated by plantations, 
and in general for economies and societies 
of third world countries with predominant 
plantation crops. However, these studies by. 
and large do not treat in dMil the class for¬ 


mations that has taken place as a result of 
the penetration of the plantation mode of 
production and the type of social organisa¬ 
tions and class relationships that have 
developed in these societies. 

Social anthropologists, and sociologist: 
too have been concerned with the study ot 
plantation economies and their communities 
within the context of plantation systems. 
They have used intensive participant obser¬ 
vation techniques to study, characterise and 
analyse in detail the economic and social life 
and its changes in specific plantations or in 
a general context. For example, we have the 
early works of Americans like Charles 
Wagiey, Edgar T Thompson, Sidnqr Mintz 
Eric Wolf.* In more recent years, we have 
the works on the Caribbean plantation 
systems by Raymond T Smith, Chandra 
Jayawardena and Jay R Mandle."* In spite 
of the fact that Malaysia was and continues 
as the locus classicus of plantation societies, 
very little research and writing on this 
predominantly metropolitan owned and 
controlled system of export-propelled 
economic enterprise has been done. In like 
manner the mining industry has also been 
neglected, though there is a wealth of infor¬ 
mation as regards the mining industry in 
Africa." The only two typically small-scale 
anthropological-sociological book length 
studies which have been published on 
Malaysian plantations are Ravindra K Jain’s 
South Indians on the Plantation Frontier in 
Malaya (1970) and the joint study by Faul 
D Wiebe and S Mariappan entitled Indian 
Malaysians: The View from the Plantation 
(1978). 

II 

Jain suites that the social Field in his study 
“is synonymous with the estate (plantation) 
social system’’.'* He uses the concept icom- 
munity sub-system’ to designate the V)fr- 
work’ social relationship of the Indian pro¬ 
letariat and ‘industrial sub-system’ to 
describe the ‘on-work’ social rdationship 
within the plamatioik’s formal economic 
organisation. Jain adds that “in the delinea¬ 
tion of both sub-systems and their inter¬ 
action, I have been concerned both with the 
role-deflnition and the role playing of thp 
social actors’’.'* 

Jain’s main hypothec W that in Malqfv 
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sian rubber plantation the industrial sub- 
sysienit i e^ the economic organisation as a 
unit of production influences the communi¬ 
ty sub-system. Simply put, it means that a 
rubbo' plantation beccnm a total communi¬ 
ty in itself, like a total institution’. Theiefotci 
the Indian immigrant working popuiation 
has adapted itself in Mo socially io4he in¬ 
ternal dimensions of this industrial system. 

The major part of Jain’s study concen¬ 
trates on a lengthy ‘micro-historical’ por¬ 
trayal and description of the workers in the 
various interrelated institutions on a par¬ 
ticular large sized rubber plantation which 
he calls Pat Melayu. Jain points out that he 
perceived the in fluence of the industrial sub¬ 
system on the community sub-system 
through a synchronic and diachronic study 
of the process of settlement, social stratifica¬ 
tion and politics among Ihmil labourers in 
the social setting of Pat Meiayv. Jain draws 
a conceptual analogy between the plantation 
sub-system and Coffman’s nuijor conceptual 
characterisation of prisons and similar in¬ 
stitutions in order to portray “the drama that 
is played out in the plantation as a total in¬ 
stitution’’.'* He sees “the whole of the rub¬ 
ber plantation, its industrial organisation 
and the institutional pattern of its communi¬ 
ty, as comprising a single social field’’. 

Thus, Jain’s study emphasises the inter¬ 
dependence of the economic, political and 
cultural systems in relative isolation from the 
wide external social field of which the plan- 
ration is only a part. Jain’s use of the con¬ 
cept of ‘total institution’ as being co¬ 
terminous with plantation society is not new. 
In 1967, Raymond T Smith first used it, with 
reservation in his well quoted article ‘Social 
Stratification, Cultural Pluralism and In¬ 
tegration in West Indies’.'* He emphasised 
4hat it fits certain aspects of the plantation 
structure extremely well but not others. 

Jain’s use of the plantation system being 
coterminous with a ‘total institution’ tends 
to artificially isolate the plantation system 
and make it into a closed system. Therefore, 
this artificial boundary is responsible for the 
major theoretical and conceptual weakness 
in his study.This framework has obvious¬ 
ly inhibited him from spelling out the 
character and significance of the plantation 
as a unit of production within a dynamic 
and changing world capitalist economy and 
market system and its linkage with the 
metropolitan centre ahd the colonial state. 
Fch' example^ he does not exidain or demon¬ 
strate how it was persistently possible for the 
metropolitan planters and their Asian super¬ 
visory staff to treat whole blocks of migrant 
Indian workers on their ^n work’ and ‘off- 
work’ situation as units and regiment them 
under the control and constant surveillance 
of a small supervisory staff. In other words, 
‘a new system of slavery*'* operated within 
the plantations replicating ail aspects of 
slavery except that the workers were paid a 
meagre wage and bonded to the planter for 
a specined paiod of time. Further, despite 
persistent ecpioitation both mobilising them| 
to work and in the working and living en¬ 


vironment, the piedominantly south Indian 
and numerically large labour force were 
supervised and contndled by very few men 
and thus caused very little overt unrest excqit 
for the brief period in 1941 '* and again in 
1945-47.“ These brief upheaveals were 
quelled quite easily by the overt might of 
the colonial state. Why was such control 
necessa^ and how was it possible within the 
plantation system’s total institutions, despite 
of the numerical preponderance of Indian 
workers vis-a-vis the combined forces of the 
white resident plrmters and their Asian 
supervisory staff? 

The second work by Wiebe and Mariap- 
pan of ‘Pudthukuclu Ladang Getan’ is based 
on a later micro-sodolopcal study of social 
life among Indian Malaysians living on a 
rubber plantation in peninsular Mal^Fsia. 
The authors claim that the study’s “general 
purposes are to describe and analyse the pat¬ 
tern of life that occur among these people 
and see how the people are tied into their 
local'and le^onail, sociiU and cultural en¬ 
vironment. In other words, the study’s ob¬ 
jectives are to provide for a particular 
perspective of social life in Malaysia—the 
perspective possible from the vantage point 
of people who live within the rubber estate 
context. Finally, comparative and theoretical 
issues are involved.’’*' 

The authors then go on to dampen their 
earlier claims and say that “... in short, we 
present here a sociological study of a par¬ 
ticular Malaysian community, rising that 
in focusing thus, we limit our perspective 
while at the same time we allow for a more 
detailed, holistic analysis of the patterns of 
social life that exist than would be possible 
if the locus of research were to be more ex¬ 
tensively defined”.** 

In spite of the fact that this is a study 
which was published, in 1975, nearly a 
decade after Jain’s study, the authors point 
out that there are overlaps between Jain’s 
study and theirs.** They add that it is com¬ 
plementary and useful for comparative pur¬ 
poses with their updated data especially 
given the rapidly changing contact of Malay¬ 
sian social life.** According to the study, it 
is evident that the social processes at work 
at the level of the microcosm of the planta- 
tioii indicates that the larger social macro¬ 
cosm that envelopes the plantation society 
since independence has helped it to develop 
from an exclusively Indian community to an 
ethnically mixed one. In spite of this 
ethnically mixed community of Malays, 
Chinese and Indians living and working 
under identically similar conditions within 
the plantation’s social organisation there is 
no indication that a process of assimilation 
has taken place among the three different 
communities to bring about a common life¬ 
style which can be distinctly labelled as 
Malaysian. On the other hand, there is a 
geneisd trend of inter-communal accom¬ 
modation by the mgjor communities.** 

In a nutshell this study too^ like Jain’s 
earlier srork, fails to answer the crucial ques¬ 
tions facing social analysts. We need to ques¬ 


tion how and why was it possible for. the 
plaftten to encapsulate the Indian planta¬ 
tion workers within the plantation milieu 
and keep them as a distinct ethidc workforce 
are unanswered. How did these encapsulated 
Indian workers related themselves to their 
fellow Mal^ and Chinese wor ken and to the 
larger geographical, economic, political and 
social environments are likewise neglected. 

m 

In order to understand the rationale for 
this phenomenon one has to look for ex¬ 
planations outside the notion of the plan¬ 
tation as a ‘total irutitution’. Lloyd Bmt in 
his pathbreaking theoretical formulation of 
a pure plantation economy sees them as a 
sub-t^ of the general category of an ‘ex¬ 
port propelled economy*.** He emphasises 
that foere is a definite pattern of economic 
relationships linking the metropolitan centre 
and the hinterland, where plantations are 
located.** This pattern of relationship has 
to been seen in its historical context. In other 
words, as Beckford has pointed out, while 
internally plantations have developed at 
‘total institutioru’, but externally th^ have 
continued to depend in fundamental ways 
on the outside world. He stresses that: 

.. .in the nature of things it had to adjust 
to forces emanating from the external en¬ 
vironment and the people within its territory 
in turn had to make adjustments to these 
changes in the plantations. Stimulus from 
outside, response; and reaction have charact¬ 
erised the whole history of the development 
of plantations.** 

Thus, when examining the Malaysian 
plantation economy (which is basicdly 
capitalistic and profit-oriented) and its 
society, three closely interconnected factors 
which nurtured and affected the metro¬ 
politan owned and controlled plantation 
economy have to be taken into account. This 
must be done not only in terms of their 
respective historical context but also in terms 
of the power and the roles of the different 
actors in this relationship. They are; firstly, 
the world capitalist rturkm for primary com¬ 
modities which the plantation produces. In 
the case of the peninsular Malaysia it was 
coffee till the close of the nineteenth 
century** then with the turn of the century, 
natural rubber became the boom crop that 
dominated the plantation economy for mote 
than half a century. By the 1920s rubber, 
with tin, became the major source of export 
revenue for the peninsula and thus these two 
commodities remained the mainstay of the 
country’s economy till the 1970s. Secondly, 
we ne^ to consider the structure; the 
organisation and the technology used by the 
plantation management to run the day-to- 
day activities of the plantation system and 
its relationship to the metropolitan owners, 
the colonial state and the local agency 
houses that managed the plantations on 
behalf of its absentee metropolitan owners. 
And lastly, the ovmll role of the colonial 
bureaucracy and the formal coercive ap¬ 
paratus of the colonial state need to be 
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understood. Thus, in order to understand 
meaning fully the plantation economy and 
society in Midysia, one has to conceptualise 
the dynamia of these processes and build 
an integral link between the various social 
forces at play at the level of the plantation, 
the colonial stalp and the metropolitan cen¬ 
tre, and their incorporation into the world 
capitalist system and its market mechanism, 
in other words, different historical phases 
in the development of this linkage ate also 
crucial issues to be taken into account by the 
social analyst. 

IV 

During the colonial era, the metropolitan- 
owned and controlled plantation system 
emerged by and large in tropical or semi- 
tropical areas where labour was scarce. They 
were nurtured as ‘imperial assets*. In penin¬ 
sular Malaysia in the late nineteenth and 
early twentieth centuries, the plantation 
system too emerged in a similar environ¬ 
ment. The rapid growth and development of 
the plantation system came about with the 
extension of effective British political con¬ 
trol over the native ‘ruled* western Malay 
states. This political control was first in¬ 
itiated by the famous Pangkor Engagement 
of IB74. Under this imperial biased treaty, 
the tin rich state of Perak came under an ‘in¬ 
direct* form of British rule. Subsequently, 
the same form of control was extended to 
the Malay states of Selangor, Negri Sembilan 
and Pahang by identical treaties. These statm 
came later to be known as the F«ierated 
Malay States (FMS). In 1909 under the 
Anglo-Siamesc Treaty, British political 
hegemony was extended to the three nor¬ 
thern Malay States of Perils, Kedah and 
Trengganu. The southern-most state of 
Johore came under British control in 1914 
when the Sultan accepted a British advisor. 

Under these treaties, the native rulers ac¬ 
cepted British residents or advjsors whose 
advice they were bound to ask for and act 
upon on all matters, other than those per¬ 
taining to Malay religion and custom. The 
residents or advisors were given complete 
control of the day to day administration of 
the ‘native states’. They were responsible for 
the organisation of land administration, 
revenue collection and expenditure and for 
the maintenance of law and order. In order 
to carry out. these functions effectively and 
efficiently, in each state the re.sideiils' or 
advisors developed an administrative 
machinery. The states were divided into 
districts accompanied by a nexus of ad¬ 
ministrative and technical departments with 
European heads. The European district 
officer was the administrative head of each 
districts. Therefore, the British colonial 
bureaucracy became the de facto rulen of 
the country.’” 

The colonial bureaucracy found their new 
possessions not only endot^ with an abun¬ 
dance of rich tin ore deposits but it contain¬ 
ed as the first British resident of Selangor. 
W Davidson said, 

.. .very large areas of virgin forest suited for 


the cultivation of tropical products which win 
not only yield large profits to the Investors, 
but will te a steady and permanent source 
of revenue^' 

Therefore, as soon as the colonial 
bureaucracy found that the peninsula was 
a storehouse of wealth with its vast mineral 
(teposiu and fertile land, they took the in¬ 
itiative to exploit it by wooing European 
entrepreneurs. The aim of the colonial sttte 
was to convert the newly acquired and hence¬ 
forth politically stable and undeveloped 
MaliV states into “a centre of production of 
vast importance to the Empir^’.^ This was 
in lino with the general aim of British im¬ 
perial policy during this period. In other 
words, the aim was to establish *imperial 
assets*.^^ These ‘imperial assets* were incor¬ 
porated as units of commodity production 
to meet the ever expanding commodity needs 
of the metropolitan capitalist marl^ and 
their industries. 

The colonial bureaucracy took immediate 
steps to woo entrepreneurs to the Malay 
states to take up plantation agriculture. 
There was a general fear among the colonial 
bureaucrats that the peninsula’s tin deposits 
were running out and therefore, agriculture 
was all the more vital. A num^r of Euro¬ 
peans who had failed to make a success in 
tin mining were en .juraged to go into plan¬ 
tation agriculture, in order to help them to 
recoup their losses in their mining enter¬ 
prises.However, the large number of 
European entrepreneurs who responded to 
this call were mainly Scottish, who came to 
the Malay states through Ceylon. In Ceylon, 
they were badly hit by the appearance of 
hemibia vaslatrix, the coffee bug, in 1869 
and, by 1880 their 2,75,000 acres under 
coffee cultivation was doomed. This forced 
them to abandon their CQrlon plantations 
and venture forth to greener pastures either 
inside or outside the island colony. Many of 
these planters turned to the Malay peninsula 
largely because they were attracted by the 
extremely liberal terms offered by the British 
colonial bureaucracy. 

Soon after the colonial bureaucracy took 
political control of the Malay states, they 
declared that land in their respective ter¬ 
ritories would come under the Anglo-Saxon 
concept of land ownership. Thus they 
emphasis^ the ab.solute rights of land 
ownership, subject only to the Malay ruler’s 
pleasure, which was in practice, the respec¬ 
tive British residents or advisors. Registra¬ 
tion and transfer of land was uniformly 
r^ulated throughout the Malay states by ttw 
Torrens System which was till then alien to 
the native states. This enabled, and in fact 
encouraged, the pioneer planters to take up 
land for agriculture. Registration and 
transfer pf land gave an added advantage to 
these early planters, as they could raise 
limited loans from the local informal 
monetary institutions, particularly the 
metropolitan controlled agency houses.” 

In 1875, the acting resident of the state 
of Perak, in order to woo planters waived 
any form of tax and other related expenses 


on land alienated and occupied liy pliiiiien 
during the first three yean of ooeiqiancy. At 
the end of diis period a grant was to be given 
in perpetuity, for such portion u was culti¬ 
vated at a merely nomiml price Ftom 1897 
special land regulations were enacted in the 
I^S. Eurtvean planters were ■lienatwi land 
on a perpetual lease for planting ruMer at 
a nominal annual quit lent of only 25 cents 
per hectre for the first ten yetfs, and S 1.24 
per hectre thereafter. Gradual increases in 
rent were introduced in 1904,1905 and 1906. 
Despite these increases in rent, land was still 
considered to be extremely cheap.” Further, 
at the discretion of the British residents or 
advisors, planters were helped with the |no- 
vision of loans varying from $ 2,000 to S 
40,000 at very low interest rates.” Some of 
the British residents went to the extent of 
opening plantations and even tin mines and 
once these ventures were oft the ground they 
were turned over to ‘pioneer* European en¬ 
trepreneurs, thus sparing these under¬ 
capitalised pioneers ‘the risk of develop¬ 
ment*.” In addition, the administration 
developed much of the infrastructure that 
was imperative for the implementation of a 
modern capitalist form of production of 
primary commodities on a plantation basis. 
Roads and railw^ were built primarily to 
give easy access to and from the tin mines, 
the plantations and the zones of ancillary 
services associated with these industries, 
i e, the urban administrative and banking 
centres and sea ports, rather thiui the rural 
sectors of subsistence peasant economy. 
Frank Swettenham, the British resident of 
Selangor in his A/inual Report of 1883 
emphasised; 

The government of Selangor has been uix- 
ious to improve, or rather to make, com¬ 
munications between the wious stations, to 
bring the mines within the easy reach of the 
bases of supply, and to induce planrers to 
come into the country and plant, giving them 
good roads to a market” 

Under these favoured terms of land 
alienation, loan assistance and infrastruc¬ 
tural development, European coffee planta¬ 
tions in the 1880s and 1890s expanded 
rapidly largely under the ownership and 
management of individual proprietary 
planters. However, the fortunes and misfor¬ 
tunes of these eatiy proprietary planters were 
determined in the metropolitan based world 
capitalist coffee market. World coffee prices 
reached a peak in 1894 and 1895 but the 
boom prices was short-lived because of a 
glut of Brazilian coffee in the world market. 
By coincidence this was accompanied by a 
serious coffee blight. Thus, after 1898 no 
more coffee was planted in the Malay penin¬ 
sula. Because of this, the European pioneer 
planter-proprietors were in near ruin towards 
the turn of the century. If the fortunes of 
these pioneer European planters was curb¬ 
ed by a glut of Brazilian coffee, it was the 
Brarilian rubber seed or the kevea bnaiUen- 
sia which salvaged them and made them 
prosperous. Therefore; not surprisingly by 
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the turn of the twentieth century the ‘rub¬ 
ber rush’supplanted all other fomu of |dan- 
ution agriculture in the Malay prainsula. 
which effectively became a Eucopm rub¬ 
ber planters’ country.^ 


As the rubber boom took momentum in 
the 1900s. the pioneer individual owner- 
operated planters converted thor plantation 
holdings at highly appreciated values into 
public limited lisArility companies/' Most 
of these limited liability companies were in¬ 
corporated in London. However, this did not 
reduce the importance of the pioneer owner- 
operated property planters; as most of them 
through their retention of block shares in the 
newly floated plantation companies, became 
not only major shareholders but retained 
their managerial position in the newly 
created plantation companies on highly 
inflated salaries and fees. In addition, 
although these public companies were finan¬ 
cially independent companies, they were 
invariably grouped together under the overall 
supervision of agency houses that operated 
in Singapore and the Malay peninsula. These 
agency houses undmook the necessary 
management, and control of the commer¬ 
cial, technical and marketing operations of 
the plantations for a commission. In addi¬ 
tion. they acted as brokers, and arranged for 
shipping of the commodities. The majority 
of these agency houses or their directors had 
financial interests in many of the plantation 
companies. A closer examination of the 
metropolitan owned and controlled rubber 
and tin companies and the agency houses 
have indicated that they operated under a 
system of interlocking directorates. This, 
enabled a narrow circle of planters, mer¬ 
chants and produce-brokers who were "link¬ 
ed by a common interest in finance, com¬ 
merce or through personal connections in 
the east’’^^ to act collectivciy through their 
formal a.ssociations and informal links. In 
other words, the agency houses were the 
intermediaries between the metropolitan 
planting and commercial interests particular¬ 
ly the Rubber Growers' Association, the 
planter community and colonial bureaucracy 
in the Malay peninsula. This was further 
reinforced by the formation of a powerful 
association of European planters in 1897 
known as the United nanting Association 
which, from 1908 came to be known as the 
United Planters' Association of Malaya 
(UPAM). 

Despite of these interlocking links and the 
oligopolistic structure of the plantation, 
commodity production, the shipping and 
markMing aspects of it, the plantation com¬ 
modity producers could not control the 
metropolitan based and controlled capitalist 
commodity markets. Thus, they were sub¬ 
ject to the fluctuating demands and interest 
of the capitalist market mechanism of the 
metropolis.^^ This had been demonstrated 
earlier in the case of coffee and later by 
rubber. For example, the average annud 
prices for rubber in London rose from $ 2 J6 


per kg in 1900 to S 5.64 per kg in 1906, then 
rose to an all-time high of S 9.70 in 1910. 
Then it fell to S 4.96 per kg in 1911 and 
$ 4.47 per kg in 1912, This price dropped 
further in 1913 to $ 2.00. These falls in prices 
sei^y reduced the profitaUlity of the plan¬ 
tations. Again after 1917, rubber plantations 
began to face alternative yean of recession 
and btrom. It was the metropolitan based 
capitalist market mechanism which in the 
ultimate determined the price the subor¬ 
dinate plantation commodity producers were 
to be rewarded with. Nor were the planters 
the sole producers of rubber. They had to 
compete not only with their own rubber 
small-holders from about the year 1910 on- 
warfs,^ but more importantly, with the 
rapidly npanding low cost small-holder rub¬ 
ber producers of Indonesia.^' For most of 
these small-holders, during the 1910s and 
1920s rubber was only an additional source 
of income and therefore; being low cost pro¬ 
ducers, they could continue to tap rubber 
even if prices were low. All these factors go 
to indicate that the state was not an indepen¬ 
dent phenomenon standing above society 
but instead a subordinate to the interest of 
the metropolitan manufacturer and con¬ 
sumer of primary commodities. Therefore, 
in Oobb's terms the plantations were un¬ 
able to bring about an ^forcement of a 
monopoly’^ for their produce As a result 
the price they fetched for their commodities 
was always indeterminate In other words, 
the metropolitan plantation owners and 
producers were price-takers and not 
price-fetchers. 

As indicated, commodity price vulner¬ 
ability was clearly beyond the control of the 
combined forces of the metropolitan 
planters, their commercial allies the agency 
houses and the colonial state in whose womb 
the plantation system as we have seen earlier 
was conceived and nurtured. Nrither was the 
colonial office which was the agency of the 
overall British imperial interests was con¬ 
cerned in intervening on behalf of the 
natural rubber industry as it was disinclimKi 
to go against the traditional impo'ial policy 
of laissezfaire. This was in spite of the fact 
that the intrinsic importance of the Malayan 
rubber industry whose contribution to the 
economy of Britain was very considerable; 
as it was a highly important source of 
foreign exchange. Ultimately this inability 
to corner the rubber market olra world scale 
and contain the violent price fluctuation of 
rubber, led the metropolitan plantation in¬ 
terest and the colonial bureaucracy to in¬ 
fluence the colonial office to negotiate an 
international agreement to regulate and 
restrict rubber production in order to main¬ 
tain prices. Notable among these restriction 
schemes were the Stevenson Restriction 
Scheme of 1922-1928 and the International 
Rubber Regulation Agreement of 
1934-1941 

VI 

An alternative strategy left to the 
monocrop European plantation owners was 
to cushion this price vulnerability and the 
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dramatic changes in their fortunes through 

a use of technology which minimised cvifel 

outlay in production costs and maximised 
output to allow for profit maximisation. 
Through this strategy it was hoped to 
alleviate their indeterminate and fluid 
economic position to some extent. This basic 
philosophy was in consonance with the aim 
of the capitalist mode of production which 
was to utilise all its factors of production: 
as effectively and efficimtiy as possible. 
None of the current capital intensive 
mechanical aids for clearing land and 
transporting equipment and produce were 
available. The obvious strategy for the early 
pioneer planters^ was to minimise the 
utilisation of their limited capital in all 
aspects of the development of rubber 
cultivation and in its production. In other 
words, they sought to limit the utilisation of 
their limited capiul outlay in direct produc¬ 
tive investment and to substitute it with 
cheap land and labour. As indicated earlier 
cheap land was easily available and that too 
in abundance through the aegis of the 
colonial stete. The rationale to minimise 
capital outlay was all the more attractive as 
it not only gave the plantation a hedge 
against market uncertainty but also because 
the cultivation of rubber on a plantation 
scale was still in its infancy, and rubber had 
a long gestation period of seven years. The 
earlier experimentation and failures in the 
cultivation of coffee on a plantation scale 
both in Sri Lanka and subsequently in the 
Malay states still lingered in the minds of 
the pioneer proprietary planters who swit¬ 
ched to rubber with the collapse of coftiee 
cultivation. In addition, the British Royal 
Botanic Cardens in Kw, Sri Lanka and 
Singapore through persistent and extensive 
research contribute considerably to the 
rationalisation in the state of technology in 
the cultivation and production of natural 
rubber.’*’ This technology was transferred to 
the planter at practically no cost to him. 

In the case of land which was an essential 
means of production, the obvious technique 
to adopt in order to minimise cost of pro¬ 
duction was to curtail the expenditure on its 
inputs and its conservation. However, the 
planters consistently pointed out that there 
is an organic process operating within com¬ 
modity agriculture, particularly in the pro¬ 
duction of rubber.’' If this organic proceu 
was not allowed to recycle itself by adequate 
labour care and capital inputs like proper 
soil conservation, clean weeding, proper and 
regular tapping,” proper fertiliser applica¬ 
tion, etc, the average yield per acreage will 
be affected within a short span of time. 
Thus, under the then prevailing state of 
technology in the cultivation and production 
of rubber on a plantation basis, the domi¬ 
nant aspea of all these essential conserva¬ 
tion processes was basically labour intensive 
This means the use of a regular and con¬ 
tinuous supply of labour and as 
Wheelwright points out: 

Rubber in particular is labour intensive, and 

its profitability, at given world price and level 
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of tecbniquei, depcndi primarily on the 
maintenance id cheap lateur.” 

The planters theKfoie, pointed out that 
adopting costminimising strategies aimed at 
maintaining or incteasing short-term profits, 
would not only shorten the plantttion’s 
productive lifespan but also reduce the 
capital value of their plantations, once the 
pr^uctive capacity dMiined or collapsed. 
In other.words, land in itself as a pr^uc- 
live asset was of no value to the planters, 
particularly when it was available cheaply 
and in abundance. It was only of value to 
them if the cheap land’s productive capacity 
was utilised, enhanced and prolonged in¬ 
definitely to produce commodities which 
were of a useable value to consumers. Only 
then would the commodity produced have 
an exchange value to the piantm as pro¬ 
ducers mid sellers. 

The only other alternative for this under¬ 
capitalised plantation mode of production— 
which was essentially labour intensive—was 
to mobilise a constant supply of cheap 
labour, ensure its exclusive and efTicient ser¬ 
vices in order to conserve and maximise the 
plantation’s productivity. The infant plan¬ 
tation industry did not need skilled labour, 
nor labour that needed a long or an expen¬ 
sive period of training. In other words, it 
needed an abundance of undinerentiated 
labour which was really cheap. The coun¬ 
try during the late nineteenth century was 
sparsely populated with an estimated 
population of less than half a million, which 
was predominantly Malay and was thus not 
an adequate source of labour supply. The 
sparsely populated indigenous people of the 
country, the Malays, showed little interest in 
regular wage labour on the plantations, par¬ 
ticularly when they had their own land to 
cultivate. Therefore, tiwy ‘shunned the plan¬ 
tation and mines’. In the words of Neela- 
kandha Aiyer: 

He wisely escaped the enslavement by 

capitalistic enterprises on his own soil.’* 

In the words, the colonial state and the 
planters realised that no form of market 
,mechanism was in operation imthe Mai^ 
peninsula from which they could draw 
labour to work in the plantation sector 
which was basically labour intensive. 

VII 

Thus from the inception it became ap¬ 
parent to the planters and the colonial state 
that they had to depend on a labour force 
that was tiansient and migrant rather than 
permanent and proletarian!sed. That this 
could be done was demonstrated by the fact 
that by the late nineteenth century in the 
Malay peninsula there was already a sizable 
nucleus of immigrant Chinese and Indian 
i^jiMmur has been established. Though 
Chinese labour outnumbered Indian labour, 
Chinese labour demanded a higher wage 
level and was considered troublesome to 
manage. Therefore, Indian labour which vras 
traditionally more submissive would be a 
useful counterweight to troublesome Chinese 
labour. A contemporary European writer in 


the Selangor Journal of 1S94 described it as 
a sound move for an intoiding planter to 
secure as many of south Indian Thmils as 
he could possibly And to work for him. The 
importation of the south Indian workers 
under the indentured system of labour 
recruitment was initiated as early as 1844 by 
thie colonial state. With the rapid growth of 
the coffee and later the rubber industry bet¬ 
ween 1880 and 1920, recruitment under this 
system was stepp^ up with a subsidy from 
the colonial state. The number of south 
Indian workas arriving into the country 
jumped from about S,000 in 1880 to more 
than 28,000 in 1900. The figure began td sur¬ 
pass the 1,00,Q00 mark in some instances 
during the 1910s!’’ The indentured system 
was legally abolished in 1910 and totally 
stopped in 1913. This system of recruitment 
was supplemented and reinforced by a 
parallel device of recruitment known as the 
kangany system, in particular to meA the 
rapidly growing demand for labour by tKe 
plantations. A kangany was a person who 
was himself an immigrant worker and in¬ 
variably came from the non-Brahmin and 
non-polluting, vanniar. kallar and kavunder 
castes. The kangany system replaced the in¬ 
dentured system, when the latter was 
abolished in 1910. Legally, both these 
systems tied down the new recruits for a, 
specific period of time to a particular plan¬ 
tation but in reality the periods were in¬ 
variably prolonged. In spite of this, the cariy 
metropolitan plantations persistently faced 
labour shortage because of other closely in¬ 
terrelated factors such as high labour mor¬ 
tality among workers, desertion, crimping, 
etc, in a booming and rapidly developing 
rubber plantation economy in which land/ 
labour ratio was high. In addition, planta¬ 
tions had to compete for labour with the ex¬ 
panding railways, public works departments 
and the local governments which were also 
einploying south Indian labour in increas¬ 
ing numbers. 

Despite the fact that the colonial state pro¬ 
vided a more than congenial political and 
administrative framework and the vital 
physical and necessary infrastructures, like 
roads and railways, plantations in the early 
years as units of production, were dispersed 
and were located in the relatively remote and 
isolated parts of the country. Many of them 
were not only isolated from the rest of the 
population but more signiAcantly from the 
visible, coercive apparatus of social control 
of the colonial state, particularly the very 
small police force. Tte European managers 
who operated the plantations realised that 
their large migrant, unskilled and transient 
south Indian labour force that laboured 
under rery harsh working and iiviitg condi¬ 
tions within their plantations, though 
characterised as ‘docile and subservient’, far 
outnumbered the very small contingent of 
'white' managers and their supimrting Asian 
supervisory staff. 

For example, in 1910 in the three planta¬ 
tions of the Liverpool Rubber Company 
which included Ladang Ibngah and Ladang 


Bukit, there were only four white resMcat 
irianters and thrir assistants in foe midst of 
a male dominated Indian resident labour 
force which numbered 2,700. This imbaianee 
in numbers created a state of anxiety and 
insecurity among the very small white and 
isolated planter community and the odonial 
state.’* This deep-seated insecurity was in¬ 
extricably linked in the late nineteenth uul 
early twentieth centuries with the develop¬ 
ment and rapid expansitm of the plantation 
industry. 

For example, in 1906 the year of the for¬ 
mation of the Liverpool Rubber Company, 
health conditions in Ladang Ibngah arid 
Ladang Bukit were appalling. Every new 
Indian worker on arrit^ went down with 
malaria within fourteen days. In Ladang 
Ibngah a mortality rate of 23.3 per cent in 
1910, 10 per cent in 1911 and 1912 were 
recorded.” In foe three crucial early years 
of the development and high profital^ty of 
these two pbmtations, nearly half the supply 
of the cheap and vital Indian labour force 
perished. Tte mortality rate was said to have 
been even higher in the 1890s and 1900s. In 
Ladang Ifengah, no child born in the plan¬ 
tation survived for more than seven years. 
In 1912, Ladang Bukit was threatened with 
closure because of the high mortality rates 
among its workers between 1910-1912. This 
high mortality rate was due mainly to 
such diseases—malaria, hookworm and 
dysentry—caused by the inadequate provi¬ 
sion of health safeguards and medical 
amenities by the plantations in order to cut 
cost. l\torking and living conditions too were 
arduous and this was accompanied by the 
lack of normal family life because men far 
out-numbered women. For example in 1910 
the sex-ratio was five to one. All this led 
Indian workers to desert their plantations. 

Further depletion of workers too took 
place through crimping. This was in spite of 
the laws passed by the colonial state to keep 
the Indians bonded to the planutions into 
which they came from India to work. Laws 
made crimping, failure to pay debts and 
desertion by labour punishable offences. 
Workers could be arrested by the police fw 
desertion and were forcibly returned to the 
plantations to serve out their contract and 
they were in addition Uable to be whip¬ 
ped.’* Though in 1884 under the Indian 
Immigration Ordinance, a colonial bureau¬ 
crat known as the Indian immigration agent 
was appointed with the explkit purpose to 
‘supervise’ and ‘protect’ foe terms ami con¬ 
ditions of IndUm indentured workers, in 
reality they had very little recourse to the 
courts for their rights as they remained 
largely ignorant of the ways in which they 
could seek redress, apart frmn any con¬ 
sideration of an obvious bias in the system 
of adjudication. 

Under the circumstances both in Ladang 
Tbngah and Ladang Bukit and in other phm- 
utions, foe planters found it “ytty difTicuIt 
to keep the labour force together”. A stable 
supply of this alien and expendable labour 
force was only achieve in tlw late 19201 ^ 


. B eon o mi c and BoEtical Rbek^ 


1084 



this time not only wu'n stnUe and viable 
monocrap plantatkm system established but 
further economic, Iqal, political and social 
mechanisms which will be discussed later in 
this paper were devised, developed and 
operated by the planters with the backing 
of the ctdonial state. This helped to tie down 
and proletarianise this sdien Indian labour 
force within the plantation milieu. 

A breakthrough in the control of malaria 
by Malcolm Watson in 191S was a further 
help. It reduced the labour mortality rate 
because of malaria and thus contributed to 
the stabilisation of the labour force. At the 
same lime, the dynamic rubber plantation 
industry too having overcome their emiy dif¬ 
ficulties of experimentation and develop¬ 
ment through trial and error over a peri^ 
of time, was fast moving into a new state of 
technology. This new technology not only 
raised productive capacity through the in¬ 
troduction of new rubber clones which gaw 
relatively higher latex yields per acreage 
planted but also helped plantations to adopt 
new production techniques ih weeding and 
tapping which drastically reduced labour 
requirements. 

For example, the Liverpool Rubber Com¬ 
pany by the end of 1917 was able to reduce 
its labour force from 2,700 to 1.600 for a 
planted acreage of 8,0S2 which was more 
than double the planted acreage of 3,760 in 
1911. In other words, the plantations were 
moving towards a more efficient mode of 
production, as a result of which they were 
able to reduce a number of their earlier un¬ 
controllable cost in production, particularly 
in the extensive employment of labour that, 
was necessary in the infant stage of planta¬ 
tion agriculture: In addition, the colonial 
sutu's policy of discouraging the occupation 
of lands (by native gardeners which the col¬ 
onial state considered may be useful for 
scientific planting.) Therefore, the strict con¬ 
trol on land through mechanisms such as 
Malay Reservation Enactment (1913) and 
forest reservations over land alienation, 
prevented the migrant Indian workers from 
leaving the plantations and becomirig pea¬ 
sant cultivators. Thus, this overt policy of 
discrimination by the colonial state inhibited 
labour, including the transient Indian labour 
force, from becoming a permanently 
domiciled Indian peasantry, which had taken 
place in the ‘low density’ British colonies of 
the West Indies,^’ in Mauritius^ and Fiji.*' 
For exa.nple, in the West Indies it was 
pointed out that once the Indian worker had 
received his plot of land, he was no more 
willing to give his uninterrupted and ex¬ 
clusive services to the plantations.*^ 

VIII 

Therefore, since the inception of planta¬ 
tion agriculture in the Malay peninsula in 
the nineteenth century, the European in- 
diviflual proprietory planters and their suc¬ 
cessors the limited liability plantation com¬ 
pany's managers tried either to resolve or 
minimise these contradictions through 
various formal or informal mechanisms. 
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with the fbrnul or tadt informal support of 
the colonial state: In order to firmly establish 
and run a viable and prafiuble plantation 
enterprise in an essentially labour scarce 
economy and at the same time secure a suf¬ 
ficient supply of labour and conserve and 
retain the crucial labour force on their plan¬ 
tations, the planters realised that it was 
critical to devise and operate a pernicious 
labour-coercive system. The 'additional 
critical factors that induced the planters to 
devise this system were firstly, the pre¬ 
dominantly south Indian labour force till the 
1920s whoi it was sufRciently proletarianis- 
ed, did not belong to a constituted wage¬ 
earning class. Secondly, since it was legally 
not slave labour, this latour fo(ce could not 
be bonded to work permanently in the 
metropolitan-owned and managed planta¬ 
tions. Therefore, the planters had to tie their 
‘low-cost* transient Indian labour within 
their plantation milieu and bind them into 
semi-permanent bondage until their services 
were no longer required. In other words, the 
transient Indian labour force was coerced in¬ 
to becoming dependent on their employer 
for as long as their services were required 
by the European plantation owners. So they 
organised the internal structure of their plan¬ 
tations in terms of what Beckford calls a 
“totality of institutional arrangements sur¬ 
rounding the production and marketing of 
plantation crops”*’ to the metropolitan 
centre. However, the under-capitalised Euro¬ 
pean planters from the inception realised 
that the plantations with their scarce and 
overstretched resources both in terms of 
capitai and supervisory personnel found it 
dinicult to impose and achieve absolute con¬ 
trol over this labour force. 

Therefore, various complex formal, infor¬ 
mal and in some instances very subtle forms 
of social control were invoked, developed 
and implemented within the plantation set¬ 
ting. In particular, at the level of the plan¬ 
tations as a unit of production a selective 
set of rules under the surveillance of the 
management was invoked attd used con¬ 
stantly to tightly control and supervise the 
‘on-work’ activities and ‘off-work’ social, 
cultural and political activities to maintain 
their control as well. Thus, the Malaysian 
plantation .societies in sociological terms 
were nurtured into self-contained entities 
under an extra-economic coercive ideology 
and the jurisdiction of autocratic resident 
European planters. The system maintained 
a form of political and social pressure in 
which the workers were made politically im¬ 
potent and kept constantly in a state of 
passivity and defeatism. This phenomenon 
became internalised and institutionalised, 
particularly between the period 1880-1922. 
How was this brought about? 

The under-capitalised planter class realis¬ 
ed that on its own it could not create a 
system which could give it the capacity and 
manoeuvreability not only to impose the 
maximum cudgels of social control over a 
mass of alien labour forces and also to main¬ 
tain minimum welfare standards in order to 
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enable coBU to be minimised, lb adlkwe ddi, 
they had to invoke the superior backing of 
the colonial state as it had done to provide 
them with the basic factors of production 
and thdr essential infrastructures like the 
essential communication system and agri¬ 
cultural research stations. In the absence of 
a semblance of a labour nrarket in penin¬ 
sular Malaya, the colonial state too came to 
recognise the fact that direct administrative 
and political coercion was necessary to 
recruit and ‘hold’ the plantation labour force 
together. In other words, the creation and 
sustenance of a stable and continuous supply 
of labour force was only possible through 
the participation.of the state and its entire 
coercive apparatus.** 

The plantation system at the level of pro¬ 
duction was composed of three distinct 
groups. On the top of the hierarchy we the 
agents of the absentee capitalists, the 
management which consisted of the resident 
white planter and his white assistants, the 
Asian supervisory staff which consist^ of 
a class of functionaries such as conductors, 
factory assistants, clerical workers (who are 
called kenni by the workers), paramedical 
assistants (known as ‘doctor’), teachers, 
kanganks. a.’oA watchmen. In addition there 
were groups of unproductive functionaries 
like household servants of the white planter 
and his assistants. At the bottom of the 
hierarchy was the mass of the workerSi the 
direct producers of the prexiuce of the plan¬ 
tation. Umil the early 1910s, workers were 
predominantly men. During the course of 
the I9i0s the composition began to change 
to consist of men, women and children 
under sixteen years who are involved in 
tapping of rubber, field workers and various 
types of factory hands and collectors of 
latex. 

1 his three-tier division is not only based 
on the basic economic determinant of oc¬ 
cupational hierarchy, but it is also based on 
the ascriptive attributes which overlap the 
occupational and the political hierarchy of 
the colonial state For example the white resi¬ 
dent planters and their assistants as members 
of the dominant race in this part of the 
world were considered to be culturally 
distinct and ‘superior’ to all the ‘uncivilised 
native’ races who needed to civilise 
themselves.*’ Therefore, not only in terms 
of their dominant and ‘superior’ economic 
and political position and organisation were 
they at the apex of the plantation system but 
in terms of their superior ‘white* race and 
culture as well.** In other words, the col¬ 
onial bureaucracy and the white resident 
planters had a common solidarity on the 
question of white culture and racial privi¬ 
lege that went along with it in a colonial 
situation. This was further reinforced by 
their similar middle class background and 
common public school education, rfowever, 
the colonial civil servant usually had a suc¬ 
cessful university career, while the planter 
was invariably a dropout.*’ In the various 
plantation dominated districts for example^ 
both the planteis and bureaucrats frequented 
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the same <9ieluri«e dubs, played games 
together and Joined the same voluntary 
military units. Obvious features of visible 
rMial and cultural differences were in¬ 
geniously seized and used as a psychological 
mechan^ to convince the subordinate races 
partkailarly ihe.dodIe south Indian workers 
of their innate racial inferiority. Therefore, 
this mythical hnitage and phenomenon 
which stressed the ascriptive ‘superiority’ of 
the ‘white* skin to a ‘dark’ one was em¬ 
phasised and used as a powerful means of 
social control. 

Immediately below the resident white 
planter community were the Asian super¬ 
visory staff. This intermediary group in turn 
had its own internal stratification, based on 
their respective occupational positions and 
the powers bestowed upon them by the 
‘white^ planters, and the power they wielded 
because of their positions within the plan¬ 
tation. In addition, the concept of cultural 
‘superiority’ or ‘inferiority’ based on ethnic 
or caste origins were invoked and used by 
this middle level supervisory group as an 
additional and important mechanism of 
social control over the workers. In due 
course this psychological phenomenon of 
difference became internalised as a nor¬ 
mative code within the plantation milieu. 

Below these two groups was the mass of 
south Indian workers. The mass of the south 
Indian workers on the new plantation 
setting, regardless of their previous status or 
occupation in their traditional economy and 
caste organisation in India, were forced to 
perform similar semi-skilled or unskilled 
tasks in the plantation production process. 
They earned rather similar wages and their 
similar relationship to the means of produc¬ 
tion placed them in the same class position 
inspite of their traditional positions in the 
ascriptive caste system.**" The wages and 
real income of the workers were the barest 
minimum upon which they theoretically 
could sustain themselves and their family 
physically. In other words, this subsistence 
wage was just sufficient to enable the 
workers to reappear on the scene with their 
labour power, and to reproduce t'hcmselves. 
This was a further mechanism used by the 
plantations to tie the workers to their 
workplace and stabili.se them till their ser¬ 
vices were no longer needed. 

One of the central features of the planta¬ 
tion system was its residential character. 'The 
plantations provided accommodation for 
their labour in housing built and owned by 
them. In other words, it was ‘tied’ housing, 
in many of the plantations the provision of 
this lied housing reinforced with the alloca¬ 
tion of sniall plots of land where workers 
could cultivate vegetables and keep cattle in 
order to supplement their low wages. This 
supplementary income in kind which the 
workers obtained outside their normal work¬ 
ing hours was used as a further weapon by 
the plantations to keep the wages of workers 
low. The International Labour Organisation 
as late as 1950 pointed out that: 

This constitutes in practice a dangerous in¬ 


strument in the hands of the employer, and 
the more so if the workers are iecruit«l from 
distant areas as the aut/orlty ttf the south 
Indian workers were.** 

This has been consistently demonstrated in 
Ladang Ibngah and Ladang Bukit and other 
plantations. For example, workm who had 
sought to voice their grievances and made 
demands even for minor concessions were 
summarily dismissed and evicted from their 
accommr^ation with the help of the legal 
apparatus of the state 
Further, the residential pattern in Ladang 
Tengah and Ladang Bukit and other plan¬ 
tations reflected and continues to reflect a 
strong element of the physical segregation 
between the different occupational groups 
which has been outlined earlier in this paper. 
In residential layout plantations developed 
a three-tier residentid system, in line with 
the three occupational and cultural groups. 
In addition, the type, size and quality of the 
houses differed for these three groups. This 
phenomenon too further overtly demon¬ 
strated, reinforced and perpetuated the 
subordinate occupational and class status of 
the Indian workers. 

In order to restrain its south Indian work 
force from moving from one employer to 
another, the powerful United Planting 
Association of Malaysia in the 1910s triad 
to induce the colonial state to introduce 
l^islation to stop employers from recruiting 
Indian labour locally. When the colonial 
states failed to push this legislation through, 
the planters employed robust Sikh watchmen 
to prevent the workers from fleeing from the 
plantations. In addition, from the beginning 
planters withheld part of the wage payments. 
Planters also refused to accept notice of ter¬ 
mination of employment from the Indian 
workers. There was also a tacit agreement 
among the white planter community not to 
employ Indian workers who had no written 
statement from their previous employer, but 
who had been freely discharged after fulfil¬ 
ling their contract. All these methods were 
adopted to keep the south Indian labour 
force in a state of semi-permanent bondage 
within the plantations into which they were 
originally recruited to work.^" 

The other mechanism that was used to tie 
the workers down to the plantation milieu 
as mentioned earlier was the kangany 
system. As recruiters and foremen and at the 
same time being members of a relatively 
higher caste than the mass of the workers, 
the kanganies used their traditional political, 
economic and caste position to recruit and 
almost enslave all their recruits from south 
India into debt-bondage even before the 
workers reached the plantations. This was 
de.spite the fact that the Indian Immigration 
Committee had stipulated that a worker 
should reach his place of employment in the 
Malay peninsula free of debt. This was 
generally disregarded and it was pointed out 
in 1922 that in many cases, sums had been 
debited from the workers’ monthly wages by 
the management on the strength of the 
kangany’s accounts which the workers claim 


never to ham received and which wm not 
expended on their bdialf. There was also a 
tendency to detain unindentured lahour 
against their will on planutions until the 
sums debited against them were paid ofT.^ 
This bondage of the worker to the kangany 
tied him down to the plantation milieu. This 
system was not oniy condoned but encourag¬ 
ed both by the planters and the colonial 
state. For example in Ladauig Ifengah and 
Ladang Bukit between the 1900,and 1920 the 
management paid the wages of the workers 
recruited by the kangiinies direct to the 
respective luinganies of the work gang.'** 
The kanganies deducted a large proportion 
of the workers wages as purportki debts to 
them and paid the balance to the worker. 
Through this process of extending'an infor¬ 
mal approval of this debt bondage and 
patron-client relationship, the management 
had an indirect machinery of social control 
over the workers. This debt bondage further 
lengthened the worker’s labour-cycle and 
thus enhanced the process of proletarianisa¬ 
tion of the South Indian worker. 

In addition, up to the Second World War 
the colonial state in concert with local 
capitalist interests proved openly hostile to 
the development of trade unions. This was 
in spite of the fact that labour, both Indian 
and Chinese worked and lived in a very 
harsh economic and social environment that 
was ideal for the growth of trade unions and 
political organisations. Ihe colonial bureau¬ 
cracy argued that the prevailing protective 
labour legislations and the working and 
living conditions that existed for the workers 
were adequate and gave them a standard of 
living which was befitting their status. In ad¬ 
dition, the official protector of Indian 
labour, and its succcs.sor, the Controller of 
Labour in the Department of Labour 
established in 1911 was deemed sufficient to 
protect them. Although many observers 
pointed out that the.se protective legislations 
for south Indian labour through amend¬ 
ments throughout the years had raised the 
status of the ‘ignorant and credulous’ south 
Indian worker to that ‘of a free citizen’, this 
was only in theory. In practice as an Indian 
member of the Straits ^ttlement Legislative 
Council declared: 

.. .that whatever may be the law, the labourer 
is not likely to get any benefit unless the 
employers of labour have sympathy with 
people who work under them and the law 
is administered in the spirit in which it is 
enacted.*’ 

The plantation system has, with certain 
reservations, all the central features of total 
institution as characterised by Coffman. 
Firstly, all basic aspects of life were con¬ 
ducted within the geographical limits of the 
plantation and under the central authority 
of the resident planter. Secondly, each phase 
of the worker’s daily activity was carried on 
in the company of a large batch of others, 
all of whom were treated alike and required 
to do the same task under the close super¬ 
vision of the conductor and kangaiqr, i e; the 
supervisory staff. Thirdly, all phas^ of the 
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day’s activitia were ti^tly scheduled, with 
one activity leading at a pre-ananged time 
into the next. The whole sequence of activi¬ 
ties was imposed from above as a s^^tem of 
explicit omdal rules. Finally, as mentioned 
earlier, the.various enforced Ktivities were 
brought together into a single overall plan 
purportedly designed by the manager to 
fulfil the o^cial aim and policy of the 
managing agency house and the company. 

IX 

In spite of these broad similarities between 
the plantations and ’total institutions’, one 
can see from the preceding discussion that 
plantations are not replicas of ‘total institu¬ 
tions’ and nor are they ‘completely 
isolated’.^* Therefore, in spite of the fact 
that during their growth over the last eighty 
years, plantations have been allowed to 
develop in their internal social organisations 
into “self-contained, self-sufficient and self- 
governed societies”, in other words with a 
high degree of informal autonomy and 
sovereignty from the political process of the 
colonial state, in reality they are not such. 
Their very existence as a ‘state’ within a state 
has to be seen as systems incorporated and 
nurtured by a broader system, in this case 
the colonial state. In particular, the coercive 
labour policy helped the planters and the 
state to coerce Indian labour to be tied to 
the plantation milieu. Even Coffman points 
out that ‘total institutions’ have 
their permeability, that is, the degree to which 
the social standards maintained with the en¬ 
vironing society have influenced each other, 
the consequences begin to minimise dif¬ 
ferences. This issue incidentally, gives me an 
otiportunity to consider some of the dynamic 
relations between total institutions and the 
wider society that supports it or tolerates 
it.’' 

Nor are plantations a single and undifferen¬ 
tiated total system. Their internal structures, 
as demonstrated earlier, are a replication of 
the class formation and the partisan nature 
of relationship that operates in the wider col¬ 
onial state and society. 

Thus, the system of social control that 
came into being was not coterminous with 
the ‘total institution’ of the plantation as a 
unit of production or its total organisation. 
But this coercive ‘total institution’ of the 
plantation has to be seen in relation to three 
interconnected and reinforcing features that 
the colonial bureaucracy and state, provid¬ 
ed and actively participated in. 

Firstly, a viable and complex labour- 
coercive plantation system wMch the col¬ 
onial bureaucracy and state allowed the resi¬ 
dent planters to create^ develop and operate 
as “self-contained, self-sufficient and self- 
governing” enclaves or ‘states’ within the 
womb of the colonial state. These plantation 
‘states’ were allowed by the metropolitan 
state to devise and use the various forms of 
social control described earlier in ordn- to 
impose a high degree of control over the 
worker both in the ‘onwork’ and ‘off-work’ 
situation in order to ensure constant produc¬ 


tivity of the worker. 

SMondly, the colonial state in alliance 
with the economically and politically domi- 
tunt metropolitan power devised a legal 
framework which was heavily weighted in 
favour of the plantation owners, through 
which it imposed an overall and absolute 
political hegemony, particularly over the 
working class. 

Finally, the resident metropolitan planters 
in alliance with the colonial state not only 
was able to operate a low wage ideology but 
was able to extend the gradual and complete 
proletarianisation of the alien Indian worker. 

Thus external dimensions are crucial to 
an understanding of the social relationship 
within ‘total institutions’. Similarly, planta¬ 
tion systems which were nurtured as ‘im¬ 
perial assets' are closely linked to the world 
capitalist system, metropolitan centre and 
the colonial state. In other words, plantation 
systems which were implanted in colonial 
societies were not autonomous realities. 
They were inextricably tied to the demands 
and interests of the metropolitan centre and 
incorporated into the world capitalist 
system. 
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DISCUSSION 


Cyclical Movement towards the ^Eternal’ 
‘Nine Theses of Sodial Movements’: A Critique 

D Dhaiugate 
J JcAn 


ANDRE OUNDER FRANK ind Marta 
Fuentei claim to have formuiated tl^ 
‘Nine Theses on Social Movements' (EPW, 
August 29. 1987). A thesis is' generally 
understood as a proposition or a set of pro¬ 
positions that is to be maintained first at the 
logical level and later to be proved at the em¬ 
pirical level. In Uiis sedse, a thesis is like a 
theorem in algebra—a general proposition 
which is not treated as self-evident but whose 
validity has to be demonstrated. In itself a 
thesis does not constitute a theory—i e, a' 
system of ideas that explain phenoihenon, 
in general and more abstract terms. Since the 
statement of any thesis can make a signifl? 
cant contribution to theory construction, 
nank and Fiientes’ *Nine Theses’ evoke con¬ 
siderable interest among social science 
readers. According to the authors, there is 
. ‘a world movement towards social move¬ 
ments' and they are what most mobilise 
people in pursuit of common concerns’.' 
They make a clear distinction between 
‘classical class movements’ and ‘social 
movements' in the sense that, .‘far more than 
classical class movements', the ‘social 
movements' motivate and mobilise hundreds 
of million.s of people in ail parts of the 
world—mostly outside established political 
and social institutions that people find 
inadequate to serve their needs.' And hence 
their concern for developing those theses on 
social movements. The theses are; 

1 The new social movements ate not new, 
even if they have some new features, 
and the ‘classical* ones are relatively 
new and perhaps temporary; 

2 Social movements display much variety 
. and changeability, but have in common 

individual mobilisation through a sense 
of morality and (in)justicc and social 
power through social mobilisation 
against deprivation and tor survival and 
identity; 

3 Tlic strength and importance of social 
movements is cyclical and related to 
long political-economic and (pethaps 
associated) ideological cycles. When the 
conditions that give ri.se to the move¬ 
ments chahge (through the action of the 
movements themselves and/or more 
usually due to changing dmumstanccs), 
the movements tend to disappear; 

4 It is important to distinguish the class 
composition of social movements, 
which are mostly middle class in the 
west, popular working class in the 
south, and some of each in the east; 


5 There are many different kinds of social 
movements. The' majority seek more 
autonomy rather than state power, and 
the latter tend to negate themselves as 
social movements; 

6 Although most social movements are 
more defensive than offensive and tend 
to be temporary, they are important 
(today and tomorrow perhaps the 
most important) agents of social 
transformation; 

7 In particular, social movements appear 
as the agents and reinterpreters of 
'delinking' from contemporary capi¬ 
talism and ‘transition to socialisin’; 

8 Some social movements are likely to 
overlap in membership or be more com¬ 
patible and permit coalition with 
others, some are likely to conflict and 
compete with others. It may be useful 
to enquire into these relations; 

9 However, since social movements, like 
street theatre, write their own scripts—if 
any -as they go along, any prescription 
of agendas or strategics, let alone tac¬ 
tics, by outsiders—not to mention 
intellectuals—is likely to be irrelevant 
at best and counterproductive at worst. 

It may appear to a casual reader that the 
arguments arc based on innocuous simple 
facts on social nun'cments. Nonetheless, one 
need not labour much to discern that the 
statements arc heavily loaded and that the 
authors' intentions go beyond those expli¬ 
citly stated in the ‘Nine The.scs’. 

A belter appreciation of the implicit pur¬ 
pose of theii article could be possible, il wc 
place it within the broader framework ol the 
Frankian thesis of world economy.. Diptendra 
Banerjee has concisely described Frank's 
concept of world economy thus: 

Frank generalises (Paul) Baran’s drculationisi 
notions to build up his (Frank'S) thesis of a 
single organic capitalist world economy, in 
which ‘development’ of the metropolis and 
‘underdevelopment’ of its satellites are ‘the 
opposite faces of the same coin’, the-prodiict 
of a single but dialectically contradictory, 
economic structure process of capitalism. 
This global capitalist process, Frank wants 
to show, originated with the rise in the ISth 
century Europe of ^ commercial network’ 
which grMually encompassed the entire 
earth through the world mercantile capitalist 
and world industrial capitalist phases.^ 
Theie is only one world economic system, 
namely the world capitalist system, subsum¬ 
ing under it the distinctions of “west, south 


and the east". In the artide under discussion, 
there are repeated references to “a world 
economic crisis” which presuppose the no¬ 
tion of ‘world economy’. For readers familiar 
with Frank's other writings, this point needs 
no further elaboration. Social movements 
are described by-Frank and Fuentes as a 
popular response to “people’s frustration 
with and sense of injustice towards, political- 
economic forces”, many of which ‘lemanate 
from world economy in crisis!’* 

I rankian thesis of a world economy has 
invited considerable criticism all around. We 
shall, however, confine ourselves to the 
points directly relevant to our discussion. 
Ernesto Laclau, in a study of Frank’s 
theoretical scheme of world economy has 
observed that Frank is . .trying to situate 
the fundamental contradiction in the field 
of circulation rather than production.. 
and that he has “totally dispensed with rela¬ 
tions of production in his definitions of 
capitalism and feudalism.”*^ Hence, in 
Frank’s conceptual explication, the ‘capita¬ 
list’ and the proletariat’ arc not consequen¬ 
tial elements of the inteinal contradiction 
of capitalism. As a logical .step, at the socio¬ 
political realm, he disirenses with the 
strategic importance of working class and 
working class organisations. One has to 
presume that Marta Fuentes who co¬ 
authored the article under discussion totally 
subscribes to Gunder Frank’s theoretical 
positions on the nature of basic contradic¬ 
tions in capitalism. 

There are many statements which will cor¬ 
roborate this crilici.sm. Gunder Frank and 
Marta Fuent« have denigrated “the classical 
working class/union movements” as “a pass¬ 
ing phenomenon related to the development 
of industrial capitalism”,' and have sug¬ 
gested that “they have always been local or 
regional and at least national or state- 
oriented movements”." To them, at the 
world level ‘workers of the world unite’ and 
the ‘proletarian revolution' have never been 
more than largely empty slogans." 

It may not be improper to conclude that, 
Gunder Frank’s theoretical scheme contains 
a conceptual vacuum to the extent that the 
notion of an active social agent or the im¬ 
age of an active social agent who (Concep¬ 
tually) transforms the world economy and 
worl,d systems, is totally absent in his for¬ 
mulations. Moreover, it may also not be out 
of place to argue that the ‘Nine Theses’ are, 
quintessentially a transposition as well as a 
logical extension and consequence of the 
Frankian thesis on world capitalism. Frank 
and Fuentes assign social movements the 
role of “important (today and tomorrow 
perhaps the most important) agent of social 
transformation”.'" The importance of 
social movements is largely due to the fact 
that they fill the void where ‘the state*" and 
other social and cultural institutions are 
unable or unwilling to act in the interests of 
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their members.*^ The authors are much 
more specific when they say, “the perceived 
failure of revolutionary, as well as reformist, 
left-wing parties and r^mes, in aU parts of 
the world,... has been responsible for much 
of the popular movement to siKial move- 
ntents’’.*' They, also visualise a possibility 
for some of the social movements to become 
“trans-national (that is non-national) or 
pcople-to-peopic within the world 
system”.'* Hence, i-rank and Fuehtes are 
projecting the emergence of .social move¬ 
ments as the re-assertion of world actors 
who have been overshadowed by the undue 
emphasis or importance given to the 
‘classical' working class .movements. But, 
what is the nature and character of the 
transformative actors of these social 
movements? Interestingly, it amounts to 
nothing substantial. We shall return to this 
point later in our discussion. First wc ad¬ 
dress ourselves to some of the methodo¬ 
logical inadequacies and logical inconsi.stcn- 
cics interspersed throughout their theses. 

The concept of ‘social movements’, albeit 
the very core of the article has not been 
substantiated by providing a comprehensive 
definition. On the contrary, the authors 
engage themselves in a grand generalisation 
and abstraction. In this process th^ convert 
the concept of ‘social movcmcnt(s)’ into an 
all-embracing absolute category. Ernesto 
l.aclau loo has been critical of (iunder 
Frank for having employed a similar 
methodology of ‘high level abstraction' to 
arrive at a ‘sufficiently wide notion of 
capitalism in the present context 
Frank and Fuentes repeat similar high level 
abstractions to arrive at a sufficiently wide 
rubric of social movements covering effort¬ 
lessly a wide variety of social/political 
phenomena, spanning across the continents 
and over time, ranging over centuries and 
even millennia like “the Spartacist slave 
revolts in Rome, the cru.sades and countless 
religious wars, the pea.sant movcnicnts/wars 
of the sixteenth century Germany,"* . .the 
classical Creek women’s/peace movement 
described by Euripides in his play 
Lysisimla'V'’ The list of coritemporary 
social phenomena akin to social movements, 
that find a place in the ‘Nine Thes'es’ would 
baffle any social scientist, let alone a lay 
reader. Their list includes “youth response 
to rock music around the world and foottell 
in Europe and elsewhere", “spontaneous 
response by millions of people in country 
after country...” to the visits by the Pope, 
“mas.sivc spontaneous response to Bob 
Geidorfs extra-political institutional Band 
Aid, Live Aid and Sport Aid”, “student 
movements reappeared in France, Spain, 
Mexico and China", “many thousands of 
third world community movements”, “the 
mushrooming religious cult and spiritualist 
and some fundmentalist movements”, “eco¬ 
logical, peace and women's movement.s” and 
more specifically “movement led by 
Ayatollah Khomeini in Iran", “Sikhs in 
Punjab”, “the Ihmils in Sri Lanka”, 
“Solidarity in Poland”, “Albanians in 


Jugoslov Kosovo”, pnd“Irish Catholics in 
Northern Ireland”. 

Frank and Fuentes have not demonstrated 
convincingly, how a single concept ‘social 
movement’ can sufficiently denote and en¬ 
compass the multiplicity of sociai 
phenomena they enlist. The lack of rigour 
in determining the object of their analysis 
and “conceptual imprecision”" have 
seriously undermined the substance of the 
‘Nine Theses’ which revolve around a con¬ 
cept overabstracted and not properly 
defined. 

Let us briefly touch upon a few other but 
related methodological inadequacies. Firstly, 
in their ovetenthusiasm for generalisation, 
Frank and Fuentes have practically banished 
from their agenda the ‘historical specificity’ 
of each social situation they discuss, ‘social 
movement’ as an over abstracted category, 
thus, enables the authors to divulge and. 
escape from the real issues posed by spatio- 
temporal cases. In using the term as an 
abstract category, not tied to any historicity. 
Frank and Fuentes are only evading, not 
solving, the problem by redefining terms. 
Secondly, they venture to attribute transfor¬ 
mative potential to every mass action they 
observe regardless of its profesised or 
unstated ideology and agenda or its sociai 
character. Even after recognising that “we 
can identify progressive, regressive and 
escapist movements”," the authors tend to 
shirk probing the political implications of 
that acknowledgement. Instead, irrespective 
of the context of a social movement’s 
emergence and its contents, it is crowned 
with the title “agent of transformation”, by 
‘definition' which it.self is not spelt out. 

GlOKIFYINCi terrorism? 

The high level of abstractions of Frank 
and Fuentes have led them to grave di.stor- 
tiotis of history on the one hand and to 
rationalisation and reinforacmenl, though 
tacit, of reactionary and regressive forces at 
work imcrnaiionally on the other. The move¬ 
ment of the “Sikhs in Punjab", Frank and 
Fuentes claim, is another example of 
“massive and successful mobilisation of re¬ 
cent times”.’" They deliberately skip over 
the historical specificities of the Punjab 
situation as it has developed, within the 
geopolitical compulsions and cultural 
realities in India, and therefore describe it 
as an instance, of religious, ethnic and na¬ 
tional mobilisation of the people which will 
“promote the defence and assertion of peo¬ 
ple's identity”.*' A grossly simpliFicd 
representation of a complex phenomenon 
can entail an understatement or a distorted 
profile. A counter argument on the case of 
Punjab could be that Sikhs do not constitute 
the only ethnic community there, nor do 
they subsume all those who speak the Pun¬ 
jabi language. Moreover, the majority of the. 
Sikhs do not support the secessionist 
demand of Khalistan. The demand, itself 
politicaL clearly aims at something more 
than capturing state power in what is con¬ 
ceived as an “alternative geopolitical nation- 


statef’. Religion in the hands of KhaUatanis 
is expressed as leUgious fundamentalism. 
One should also distinguish bidween the ge¬ 
nuine frustrations of the Puqjabi popula¬ 
tions which are the resultants of an uneven 
devdopment of capitalism in India and the 
manipulations and machinationa of nadonal 
as well as international reactionary forces for 
whom a fundammtalist resurgence, often 
decried otherwise, is a convenient tool to 
restore balance of power in their global 
diplomacy. For them it is not peoples aspira¬ 
tions promoted thiougH mass mobilisations 
but the terrorists’ identity which is to be sus¬ 
tained under the guise of Vivil liberties' 
though, quite paradoxically, through wanton 
killing of the innocent. By what stretch of 
imagination can “Sikhs in Putuab” be wish¬ 
ed away as a social movement? Is this 
illustration an attempt to substantiate the in¬ 
coherent ‘Nine Theses’ or a veiled and sur¬ 
reptitious glorification of terrorism? 

Social movements are repeatedly qualified 
in the ‘Nine Theses’ as “the important agents 
of social transformation and new vision”.^ 
When the authors discuss the question of 
‘transition 4o socialism’, they declare, “the 
real transition to a ‘socialist’ alternative to 
the present world economy, society and poli¬ 
ty, tHerefore, may be much more in the hiuids 
of social movements”^ Th above argument 
is quite misleading, mainly because the 
authors divest the concepts of ‘socialism’ 
and ‘social transformation’ of their substan¬ 
tive contents. The life bang drained off, 
what is-left in those concepts is their mere 
form and not substance. Moreover, there are 
a number of conspicuous inconsistencies in 
this line of argument. 

Frank and Fuentes have circumscribed the 
scope of ‘socialism’, firstly, by refuting a pur¬ 
posefully misconceived proposition namely 
that socialism vouches for an existence com- 
plaely delinked from capitalist economy and 
then by arguing that “delinking a national 
economy” is not a “serious practical pro¬ 
position”. Secondly, they le-interpiet ‘delink¬ 
ing’ as “the different/new links many social 
movements are trying to forge”. 

Thirdly, the authors prove their theorem 
by citing ‘really existing .socialism’ (including 
its historical distortions) as having proven 
unable to delink from the world (capitalist) 
economy. Fourthly, they re-define socialism 
itself dry rejecting ‘scientific socialists’ 
and upholding ‘utopian socialists'; the latter 
being more realisti “...in seeking and 
organising to change society in smaller, im¬ 
mediate, but realisable steps, which did not 
require state power.. ScKialism thus 
gets reduced to lifeless evolutionism. By 
maintaining an astute silence on who the 
agents of social transformation are, Frank 
and Fuentes are hinting that development of 
alternatives to state power (namely social 
power) is a natural process which requires 
no activist intervention. This position is 
questionable unless one subscribes to pure 
evolutionism. 

Frank and Fuentes are emphatic in saying 
that ‘social movemenu are not antisyitcmk’ 
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in tiie sense that they do not attempt and 
succeed “to destroy the system and replace 
it by another one or none at all’*.^ They 
add "■ ■ -the systemic means, ends ind con* 
sequences of social movements.. .are to 
modify the system on(y by changing iu 
systemic linkages”.^ Sodal movements are 
thus supposed to modify the system by 
changing the linkages. So^ movements are 
said to respond to peoples* “frustrations 
with the forces that emanate from the world 
economy in crisis”. Frank and Puentes give 
a grim jncture of human beings’ manoeuvra¬ 
bility in these situations. IVaditional political 
processes and institutions as well as the new 
emerging social movements are incapable of 
intervening in the situation because, “limita¬ 
tions ate ever greater in world economy 
whose cycles and trends are largely beyond 
the control”.The statement, "political- 
economy forces are beyond control” has 
been almost rhythmically repeated 
throughout the article. Frank and Fuentes 
ate visualising a situation where the world 
economy in crisis and the political economic 
forces emanating thereof are positioned over 
and against man/woman. The picture is of 
an ahistorical undialectical and slavish rela¬ 
tionship of man/woman with political- 
economic forces. The possibility of ‘con¬ 
scious human intervention’ historically 
divested of economic forces appears as an 
oppressive meta-reality beyond the reach of 
human beings. The thrust of the ‘Nine 
Theses’ is therefore, on fate-oriented social 
movements destined to operate as a natural 
course within the limits set by cyclical con¬ 
texts of the world economic order. 

With diligence, though repeatedly, Frank 
and Fuentes have argued that social move¬ 
ments are mostly defensive and reactive and 
that “only marginally arc these movements 
offensively in pursuit of betterment”.’* The 
same reasoning is discernible in their affir¬ 
mation that social movements are temporary 
and that they ‘‘by far.. .leave little perma¬ 
nent and cumulative mark on history”.^* 
The phrase ‘cumulative, mark on history' has 
been used here in a loose sense. One wonders 
whether the authors are reducing the com¬ 
plex process of formation of political 
organisation to a simple summation of 
events. The authors seem to overlook the 
possibility of a dialectical movement 
transforming quantity into quality whereby 
the organisation itself gets changed substan¬ 
tially. At a stroke of the pen, Frank and 
Fuentes wish to prove that “political 
movements—like the French, Soviet and 
.Chinese revolutions”... “had no cumulative 
effect on the world as a whole”.* The 
observation is as much nihilistic as it is 
negativistic towards the historical impor¬ 
tance of these revolutionary movements not¬ 
withstanding the distortions. ideological or 
otherwise that entered in post-revolutionary 
routinisation processes. 

In their ‘Nine Theses’, Frank and Fuentes 
seem to be engaging themselves in deceptive 
intellectual acrobatics perhaps aimed at con¬ 
cealing their real intoitions. On the one 


hand, they treat social movements as sole 
agents of social transformation. On the 
othn- hand, they restrict the contents of 
social transformation by dealing with it in 
a apolitical sense purely (implyingjiursuit 
of ‘social power’ instead of ‘state/political 
power’). It is quite interesting to note how 
Frank and Fuentes manage to superimpose 
on social movements a non-critical apoliti- 
cism. Let us briefly examine three themes 
that pervade the whole article which may 
also unravel the not too explicitly political 
implications of the ‘Nine Theses’. The 
themes are (i) the cyclical nature of social 
movements; (ii) the moral and social power 
of social movements as against political 
power; and (iii) social movements’ rejection 
of state power. 

Social movements are cyclical, Frank and 
Fuentes will argue, since (a) “there seem to 
be cultural/ideological, political, military, 
and economic/tcchnological cycles, and 
social movements respond to the changing 
circumstances”; (b) “social movements tend 
to have life-cycles of their own".” To 
understand contemporary social movements, 
Frank and Fuentes thus maintain that “it is 
essential to view them in the cyclical con- 
text(s), which shape, if not give rise to, 
them”.’* Whether the political economy of 
a nation/nations can be understood histori¬ 
cally, in terms of ‘crisis-recovery’ cycles is the 
real question that deserves greater attention. 
Since it is beyond the scope of this comment, 
it should suffice to concentrate on the 
political implications of such a position. 

Most prominently, a cyclical paradigm 
negates any possibility of overcoining the 
cyclical process itself through human in¬ 
tervention. Human beings are caught up in 
a vicious cycle that goes on interminably, 
where the only desirable option left to them 
is to forge 'diffcrcnt/new linkages' within the 
area already defined and circumscribed by 
the cyclical paradigm. As far as the ‘Nine 
Theses' arc concerned, the cyclical content 
operates within woild'capitalism; it begins 
from capitalism (perhaps of a 'primitive' 
type) and ends with capitalism (of a self- 
producing and sell-correcting type). There- 
iore, capitalism is its all-sided manifestations 
of economy, culture, politics and ideology 
provides the only overarching and the 
necessary condhion for the existence of 
human beings. Socialism is thus projected 
in the ‘Nine T heses' as nothing more than 
an incarnation of capitalism with ‘new and 
different linkages’, or capitalism rc-defined. 

Force of morality and sense of justice/in¬ 
justice arc held as the “es.sential motivating 
and driving force of social movements, both 
past and present”.” Morality and a sense of 
justice/injustice are used m the ‘Nine Theses’ 
to denote a state of consciousness of the 
masses. According to Frank and Fuentes, 
“hu.idreds of millions of people around the 
world" perceive “the present world political- 
economic crisis and its multiple ramifica¬ 
tions” as a “moral affront to their sense of 
justice^' * and not as a political question. 
Morality and concern with (in)justice are 


said to abet reafrinnation of Uie identity 
perixived as ‘wef and to ‘us’.” The sense of 
morality and (in)juuice are introduced in the 
’Nine Theses’ as alternatiw autonomous 
consciousness which ate tendentially apoli¬ 
tical and sectarian. The sense of moi^ity 
and (in)justice ate neither critically con¬ 
scious nor consciously political. At the same 
time they«function as philosophical 
parameters which set limits to the degree of 
political consciousness the agents of social 
transformation can acquire. 

The authors' insistence on using ‘social 
power’ as a category independent of and op¬ 
posed to ‘political power’ also calls for some 
comment. According to Frank and Fuentes, 
“Social power is at once (spontaneously) 
generated by and derived from the social 
movement itself, rather than from any in¬ 
stitution, political or otherwise”.* Thus, 
‘social power’ is said to be self-generative: 
‘Social mobilisation’ of their participants, 
(and not political mobilisation) is the 
mechanism through which social movements 
‘generate and wield social power'.” A basic 
theoretical premise of this argument is that 
there exists two binary realms of power- 
social and political—which are independent 
and opposed to each other. Frank and 
Fuentes go beyond a conceptual separation 
between the two and attribute a differentia¬ 
tion in reality. Unless the social realm is 
depoliticised, an autonomous social realm 
and a corresponding social power Cannot be 
conceived of. Here Frank and Fuentes are 
obviously committed to a process of 
depoliticisation of the social realm. 

The depoliticisation is carried out not 
only by giving a dubious autonomy to social 
power, but also by negating political pro¬ 
cesses forthwith. Social movements, which 
represent the social realm, arc supposed to 
be antithetical to and provide ‘alternatives’ 
to the existing political institutions. To Frank 
and Fuentes, social movements reflect “peo¬ 
ple’s disappointment and frustration with— 
and their search for alternatives to—the 
political process, political parties, the state 
and the capture of state power in the west, 
south and east”.’* This is so because ‘^ther 
the .state and its political process cannot or 
it will not face up to, let alone control, these 
economic forces"” which “emanate from 
the world economy in crisis”. Frank and 
Fuentes are most eloquent in their anti-state 
tirade: “...hardly anywhere, m the west, 
south or east, is state power an adequate’ 
desideratum or instrument for the satisfac¬ 
tion of popular needs”.*" Social movements 
are the alternatives which are described as 
‘non-and-anti-cconomic*, ‘non-state^, ‘extra- 
institutional’, etc. They emphatically add 
that “not seeking-let alone wielding—the 
state power is a sine qua non of a social 
movement”*' and moreover, “stotc power 
would negate the very essence and purpose 
of most social movements”.*’ 

The established mainstream political pro¬ 
cesses in their totality stand denigrated in 
Frank and Fuentes’ ‘Nine Theses’ while they 
strive to establish that social movements are 
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the agents capable of tnuitforming society 
without the burden of capturing sute power. 
To that end, they generalise, re-define and 
simplify the complex concept of ‘state* so 
as to flt it into their scheme of things. 

The over-generalised state shows no 
distinction in tontent whether it be in the 
‘west, south or ea^t’. Frank and Fuentes 
bestow the ‘formal’ state with a universality, 
but characterised by morbid ineffectiveness. 
They deliberately overlook the reality that 
the state still remaias the most effective and 
crucial iastrument of the hegemony of the 
capitalist classes. They create a ghost out of 
the ‘formal state* and declare a war against 
it. They go many steps further to project tKe 
state as di.splayiiig the redundancy of the 
whole political process. They cleverly play 
up the frustrations of the exploited classes 
in order to denounce not only the state but 
also the political process in its essence which 
explains why the authors found it necessary 
to caricature the concept of ‘Capture of state 
power”. Since they aigue that social 
movements are ‘apolitical’ Frank and 
Fuentes also reject the proposition that cap¬ 
ture of .state power is a necessary and an im¬ 
mutable law in the advanced stage of the 
struggle for social transformation. Implicit¬ 
ly, Frank and Fuentes belittle, ridicule and 
reject a possibility of the radical transfor¬ 
mation of capitalism by the exploited classes 
assuming that it is in the pursuit of so-called 
autonomous social power that lies the eman¬ 
cipation of the mas.se.s. 

Here lies the political significance or im¬ 
plication of the ‘Nine Theses on Social 
Movements'. Frank and Fuentes conspire 
theoretically to take away political con¬ 
sciousness from the exploited classes and 
bestow upon them an apolitical force of 
morality and social power. They, then, pro¬ 
ceed to eulogise social movements as the im¬ 
portant agents of social transformation. At 
the same time they set limits to the transfor¬ 
mative potential of the social agents as well 


as to the very process of soda! transforma¬ 
tion. Simultaneously, they succeed theoreti¬ 
cally to scuttle the possibility of the 
emergence of genuine political transfor¬ 
mative agents to appear on the scene. Frank- 
and Fuentes have thus completed a cycle and 
subaltern masses are left with no other op¬ 
tion than creating diffeiem and new linkages 
within the world capitalist system. By im¬ 
plication. but very consciously, the ’Nine 
Theses’ of Frank and Fuentes are an attempt 
to provide the newly emerging non-party 
political processes (and action groups) in the 
third world with an agenda as to what they 
should be truly doing. Ail those engaged in 
conscientising and mobilising oppressed 
masses at the grassroots in India through a 
variety of action-groups*^ must read the 
‘Nine Theses’ with caution and can only ill- 
afford to miss the message the authors ex¬ 
hort in between the lines. 
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Stoppers 
from Brakes India 



“If s unsafe to brake on a curve” 


True or Folse? 

True. Braking on a curve reduces steering 
oblllly and directional stability. At high 
speeds the car could sUd or even overturn. 
Brake well before the curve and 
accelerate through It. 
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NOTICE 

R is hereby notified for the information of ^ public that THE OIL MILLS COMR^Ny LIMITED proposes to make an application 

to the Central Government in the Department of Company Affairs;, New Delhi, under subjection (8) of section 82 of the Monopolies 
and Restrictive Trade Practices Act, 1969, for approval to the establishment of a new undertakins/unR/division. Brief particulars 
of the proposal are as under;- 

1. Name and address of the applicant: 

THE TATA OIL ArULLS COAtfANV UA«T£D, 

Bombay House, 

24, Homi Atody Street, 

Fort, Bombay 400 001. 

2. Capital structure of the applicant organisation (as on 31.3.88): 

Rupees 


Authorised Capital 9,70,00,000 

Subscribed Capital 9,26,20,075 

taid-up Capital 9,86,20,075 

3 AAanagement ^ructure of the applicant organisation indicating the names of the directors, including AAanagingArvholetime 
directors and AAanager, if any: 

The Company is managed by the AAanaging Director under the supervision and control of the Board of Directors whose 
names are given below: 

AAr. H, N. Sethna (Chairman) 

Mr. J. R. D.Jata 

Mr. N. S Sunder Rajan (AAanaging Director) 

AAr. A. H. Bhiwandiwalla 
Mr. B. K. Shah 
Mr. B. C. AAehta 
Dr. D. C. Kothari 

VIII. AAr. A. D. Mango 

IX. AAr. y. H. AAalegam 

X. Mr. E. B. Mistry 

XI. AAr. R. N. Tata 

xii. Mr. K. N. Suntook 

xiii. AAr. V. N. Meckoni 

4. Indicate whether the proposal relates to the establishment of a new undertaking/unit/division; 

New Division. 

5. Location of the new undertaking/unR/division: 

The Tata Oil AAills Company Limited, Loni Road, RO., AAohan N^r, Ghaziabad, Uttar Pradesh. 

6. CapRal structure of the proposed undertaking: 

Not applicable. 

7. In case the proposal relates to the production, storage, supply, distribution, marketing or control of arry goodsAsrticles, indicate: 

(i) Names of the goods/ (ii) Proposed licensed (iii) Estimated 

articles capacity turnover 

(Tonnes per annum) (Rs./Crores) 

Fatty Acids 30,000 45 

8. In case the proposal relates to the provision of arty service, state the volume of activity in terms of usual measures such 
as value, income, turnover, etc.; 

Not applicable. 

9. Cost of project; 

Rs. 8.7 crores 

10. Scheme of finance, indicating the amounts to be raised from each source: 

A maximum of 65% from Financial Institutions and the balance from internal resources. 


Any person interested in the matter may make a representation in quadrupiicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, wRhin 14 days from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 


Dated this 25th day of May 1988. 


THE TATA OIL MILLS COMRANy LIAAITED 


Sd/- 

(K. R. RAAAAKRISHNAN) 
COMRANY SECRETARY 

Registered Office 

Bombay House, 

24, Homi AAody Street. 

Fort, Bombay 400 001 
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Insights on Engineering Exports 

Large engineering firms which mostly manufacture finished 
products have a secure domestic market because of the existing 
mmrket structure as well as government polic>, and are. less inclined 
to be export-oriented. Small firms manufacturing intermediate 
products are driven to export markets to reduce their dependence 
on the domestic market. 1V1>53 

Educating die Bhadralok 

When Macaulay introduced English education and partitioned 
society by creating a new caste of English educated gentry, Bengali 
bhadralok hailed it and helped perpetuate the division. 1124 


ln>HouHe R and D 

ln-hou$e R and D in the Indian 
automobile and ancillary 
industries, sel up in response to 
the government's encouragement, 
has resulted in a number of 
improvements, not easily 
discernible, in the design and 
jierformance of automobile 
products. IVI-ft7 

Anniversary Killing 

The Indian stale has an odd way 
of observing anniversaries. The 
anniversary of the Indravcili 
killing was observed this year with 
yet another killing of a tribal in 
Adilabad district. 1109 

lA^els of Living 

Between 197,3-74 and 1985-86 
housing conditions for the weaker 
sections in West Bengal worsened. 
Improvement in conditions took 
place mainly among white collar 
workers. The per capita 
consumption of cereal has 
decreased alarmingly among tiic 
scheduled tribe population. 1120 

Why Wo Sugar Mills Go 
‘Sick’? 

In the sugar industry 
diversification has been a response 
to the inability of units to exploit 
scale economies due to 
institutional and locational 
barriers. Another response has 
been to declare the units 
‘sick’. M-38 

Rich Farmers* Lobby 

The characteT of the Commission 
for Agricultural Costs and Prices 
as an expert body has been diluted 
and, as reconstituted, it can only be 
expected to work as an outspoken 
lobby of rich farmers. 1107 


Making of ah 
Entrepreneur 

Until the 1970s policy-makers 
did not coasider it necessary to 
evolve specific schemes and 
programmes to develop motivated 
entrcprencur-cum-inanagcrs to 
launch small scale units. The 
price of this neglect is being 
paid in terms of the high incidence 
of sickness in the small 
sector. M-73 

Vananpati above All 

The government’s obsessive 
concern for the vanaspati indiislry 
contrasts sharply with its 
indifference to the deteriorating 
condition of the soyabean 
processing units. 1098 

Change in China 

Fang Li/hi's impromptu 
twenty-minute address to 500 
protesting students of Beijing 
University may not amount to 
much in a huge country like 
China. But it is a sign of the 
changing parameters of 
political debate there. 1103 

Dead End ReH4*an‘h 

New institutes researching 
socio-economics are being 
created at the drop of a hat; 
there appears to be no shortage 
of funds; and a certain class 
of researchers arc doing fairly 
well for themselves. 1102 


Managing Biogas 

How efficiently is the national 
biogas programme being 
implemented in Maharashtra'.* 
Report of a pilot research 
study. M-BO 



LETTER TO EDITOR 

Communalism and 
Threat to Diversity in 
West Bengal 

WEST BENGAL is as diverse as India itself. 
Several nationalities (some of them substan¬ 
tial immigrant groups from other parts of 
India—such as Biharis, Urdu-speaking 
Muslims, Sikhs, etc), various oppressed 
castes, tribes and religious minority groups 
are part of the socisd fabric of this state. At 
this moment, all of these identities are in fer¬ 
ment, seeking changes in their position in 
society. The mutual attractions and repul¬ 
sions which have kept these identities 
together in the past seem to be collapsing 
and strident voices, sometimes accompanied 
by political action, are being heard every¬ 
where. Jharkhandis in Midnapur, Bankura 
and Purulia are demanding the separation 
of large chunks of those districts from West 
Bengal and the formation of a large 
Jharkhand along with many districts of 
Khar, Orissa and Madhyapradesh; Gorkhas 
of north Bengal are demanding Gorkhaland; 
Rajbanshis are demanding a separate state 
or, at least, a new order in which their iden¬ 
tity will be safe; Muslims, easily a fourth of 
the population, are now desperately anxious 
not only about their identity and economic 
survival but about their very physical exis¬ 
tence. With the tribes outside of Jharkhand 
and the scheduled castes and backward 
classes, the story of unrest repeats itself with 
uneven intensity. And Bengal as a whole, 
battered by more than two decades of 
precipitous economic decline and neglect, is 
demanding a federal structure with slogans, 
popular irrespective of party affiliations, 
such as ‘more power to the states'. 

But if decentralisation should stop only 
at the level of centre-state relations, then 
most of the aggrieved and oppressed iden¬ 
tities will gain nothing, most of the gains 
going to the higher caste groups among the 
dominant nationalities in each state. If these 
oppressed identities arc to be given a scope 
for identity expression and fulfilment, then 
the process of decentralisation must include 
the formation of new states and. within each 
state, such arrangements as are consonant 
with secularism, actual access to oppor¬ 
tunities, political self-rule and identity fulfil¬ 
ment. In short, there must be a multi-layered 
autonomy starting from Delhi and reaching 
the bottom rungs of society. If such decen¬ 
tralisation and autonomy is not practised 
and if religious, social and cultural dif¬ 
ferences are sought to be destroyed forcibly, 
then chaos on the scale seen in Punjab or 
Sri Lanka will be the only fate reserved for 
alt of us. 

In West Bengal the economy is directly 
iHsotrolled by interlinked groups of Jaiii and 
Vaishnav bimias from Rajasthani These act 

lOM 


as agents of big business houses, foreign 
firms and govei^nments. Upper-caste Bengali 
Hindus~the bhadralok—^ho dominate the 
state culturally, socially and politically seem 
to have a harmonious and symbiotic 
relationship with the economically dominant 
groups, irrespective of the flag the bhadmiok 
may be found waving. The seats of both 
these groups—the bhadmiok and the 
immigrant banias—are Calcutta and the 
other urban centi]^. Whatever investment or 
development that takes place results in ac¬ 
cumulation of these seats; and the country¬ 
side, with very small pockets as exceptions, 
remains stagnant and plundered and yet it 
is that countryside that provides the homes 
for most of the subaltern ethnicities such as 
the Gorkhas, the Rajbanshis, the tribals, the 
scheduled and backward castes and the 
Bengali Muslims. 

The scheduled ca.stes and scheduled tribes 
of Bengal are systematically deprived of 
their reservation entitlements. So pervasive 
has been the bhadmiok hegemony that even 
the self-respect movements among the un¬ 
touchables of Bengal have been rare pheno¬ 
mena. The condition of the intermediate 
castes in West Bengal is not even known 
because the last few censuses have rejected 
caste enumeration and successive govern¬ 
ments in West Bengal have rejected the idea 
of an investigation into their condition. 

The Muslims have been discriminated out 
of jobs, education and other avenues of 
advancement and are, like in the rest of 
India, facing conspicuous and continuous 
threats to their physical survival. There is 
already a planned move, backed by many 
quarters, to begin a ‘foreigners’ or ‘infiltra¬ 
tors’ agitation everywhere in West Bengal 
after the pattern of Assam. The Gorkha 
nationality in West Bengal, the Jharkhandis 
of Midnapore, Bankura and Purulia and the 
Rajbanshis of north Bengal, each one 
neglected, marginalised and oppressed 
beyond endurance, arc seeking drastic new 
means for the survival of their identity and 
its fulfilment. 

People worried about the future of their 
own identities and a lot of democrats have 
been seeking ways and means to avoid the 
kind of disasters and tragedies that have 
overtaken Punjab, Maliana-Ha.shimpura, 
Ahmedabad, Nellie, Arwal, Karamchedu, 
Gua and so many other places, not excluding 
the Darjeeling Hills, Jhargram, Aitagram 
and the communal riot-hit areas of 24 
Parganas, Hooghly and West Dinajpur. It 
is time to rethink the whole process of 
nation-building that was set in motion after 
1947. What economic, social, cultural and 
political actions and structures are required 
to unite ourselves while recognising and 
making room for the needs and desires of 
diverse identities is a question that mu.st be 
£psed in theory and solved in action. 


In November 1986, there was an all-India 
convention on Communalism and the 
Threat to Diversity which posed questions 
in Calcutta before a large gathering of 
intellectuals and activists from W over India. 
The work begun in Calcuttk is already 
deepening and diversifying itself through 
state and district level conventions in every 
state in India. In West Bengal alro the 
process should deepen and concretiseitself 
in activity. It is, therefore, proposed to hold 
a West Bengal State Convention on Com- 
munaiism and the Threat to Diversity at 
Siliguri on June 3 and 4. 

The convention will be structured in the 
following manner. The inaugural session will 
be followed by three sessions discussing the 
following topics: (1) Religious and National 
Minorities; (2) Caste and IVibe; and 
(3) Federai Structure. The last item on the 
agenda will be the adoption of the Statement 
of the Convention which will include pro¬ 
posals for follow-up action. 

Sayed Mustafa Siraz, Manas Dasgupta, 
Aloke Mukherjee, Arun Roy, Patras 
Topno, Mukti Tirkey, Anjum Qader, 
Lebachand lUdu, Syed Mahbubullah, 
Sardar Bachchan Singh Saral, Arun 
Maji, Dilip Haidar, Sugata Sengupta 
8/B Palm Place, 

Calcutta-9. 
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Red Herrings 


T he success of the operation to flush out terrorists from 
the Golden Temple in Amritsar has not taken the 
country much closer to a solution of the Punjab problem. 
This realisation is slowly beginning to sink in. The 
Inspector General of Punjab Police has himself said that 
though the operation—named Black Thunder II with 
more than a touch of hyperbole—had compelled the 
.surrender of 190 terrorists, 72 of whom he described as 
“hard core terrorists”, none of the terrorist groups had 
hecn “completely wiped out” and some, such as the 
Babbar Khalsa, had got away with minimal damage. The 
point has been driven home by the terrorists themselves, 
r ven as the siege of the Golden Temple was on, they struck 
uith added viciousness at other places, claiming an 
estimated 195 lives in the space of just one week. 

For the government the principal gain from the Golden 
Temple operation appears to have been that it has 
confu.sed a considerable section of the critics of its policies 
and actions in Punjab. Just two months back, with the 
release of the five Sikh head priests, the appointment of 
Bhai Jasbir Singh Rhode as the chief of the Akal Takht 
and the simultaneous dissolution of the Punjab a.s.scmbly, 
the impression had gained ground that the government 
was clearing the way for a deal with the terrorists. The 
government’s actions were then widely criticised and the 
opposition partic* ^lad sought to warn the government of 
the dangers of the course it appeared set upon. The CFI 
leader, Satyapal Dang, for instance, had written to the 
prime minister cautioning him against failing into the trap 
of appeasing the terrorists. However, on May IS leaders 
of the major opposition parties accepted the union home 
minister’s invitation to a meeting and extended their “full 
support” to the Golden Temple operation. The opposition 
leaders again met the home minister on Tuesday this wc^ 
when th^ were informed of the government’s decision 
to amend the Sikh Gurudwara Act and the Arms Act and 
to enact legislation to ban the misuse of religious places— 
measures wtjich once again the opposition would feel 
impelled to support. In other words, compared to the 
position, say, two months ago, the government appears 
to have succeeded in securing a substantial measure of 
support from the opposition parties for its Punjab 
policies. 

This is to be explained by the fact that the opposition 
parties have been reacting to the twists and turns of the 


government’s Punjab policies piecemeal instead of 
assessing them in terms of their overall direction and 
purposes which have been fairly clear almost from the 
beginning. The two more or less constant elements in these 
policies have been the objectives of weakening the political 
hold of the Akalis on the Sikhs and of keeping alive the 
turmoil in Punjab given its potential for mobilising 
support of Hindus for the Congress(I) and the central 
government by invoking the threat to the unity and 
integrity of the country, as was done so effectively in the 
1984 general elections which swept Rajiv Gandhi to power. 
The deliberate building up of the late Bhindranwale as 
a counter to the Akalis by the government of Indira 
Gandhi, the present prime minister’s refusal on one pretext 
or the other to implement the Punjab agreement he had 
himself signed with great fanfare with Sant Longowal, the 
government’s callous indifference to the Sikhs’ demand 
for some action against tho.se identified as having been 
responsible for the 1984 mass killing of Sikhs in Delhi 
and elsewhere, the blatant opportunism of the govern¬ 
ment’s actions in Punjab to suit the Congress(I)’.s political 
requirements, such as the dismis.sal of the Barnala govern¬ 
ment on the eve of the assembly elections in Haryana— 
ail these testify to be the real purposes which have 
motivated the government's Punjab policies. It cannot by 
any means be taken for granted that the latest Golden 
Temple operation denotes any deviation from the 
approach of trying to make a deal with the terrorists. On 
the contrary, the clearing out of the gioups of terrorists 
entrenched in the temple could be used by the government 
to strengthen the hands of Ja.sbir Singh Rhode and thus 
continue the policy of pitching the terrorists groups 
against the moderate Sikh political leadership represented 
by the Akalis. 

So long as the government’s Punjab policies continue 
to be as devious as they have been in the past, for the 
opposition parties to associate themselves with particular 
actions such as the Golden Temple operation or the 
projected moves to amend the Gurudwara Act or enact 
legislation to prevent misuse of places of worship will be 
to put their own credibility at stake and to help ob.scurc 
the fact that the principal responsibility for the entire 
course of tragic developments in Punjab over the last half 
a dozen years lies squarely with the Congre$s(I) and the 
central government. 
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THE WORKING CLASS 

Tightening the Noose 

THE changes in the government’s 
economic policies are basically intended 
to ensure unfettered accumulation of 
capital for the bourgeoisie. Providing 
greater freedom to capital is one aspect 
of these changes. The other is to create 
the institutional basis for uninterrupted 
exploitation of the working class by cur¬ 
bing the workers’ democratic rights. The 
Essential Services .Maintenance Act, first 
introduced in 1981 and extended for 
another five years in 1985, denies the right 
to strike in services .such a.s railways, post 
and telegraph, essential public utilities, etc. 
The government and the bourgeoisie whose 
interests it represents have now attempted 
to suppress militant trade unions in other 
sectors of the economy by introducing 
legislation that seeks to curb the right to 
.strike, the right to collective bargaining, etc. 

IWo retrograde pieces of labour legisla¬ 
tion, one the Trade Unions and Industrial 
Disputes (Amendment) Bill and the other 
the Hospitals and Other Institutions 
(Redressal of Grievances of Employees) 
Bill were introduced (the latter bill was 
passed by the Rajya Sabha) in the recent¬ 
ly concluded session of parliament. The 
Hospitals Bill seeks to nullify the Supreme 
Court judgment of 1978 in the Bangalore 
water supply case which declared that 
employees of hospitals, educational in¬ 
stitutions and scientific organisations, etc, 
come under the purview of Industrial 
Disputes Act. In the wake of the country¬ 
wide .strike of university and college 
teachers and the agitations of junior doc¬ 
tors in a number of states the government 
wants to virtually bun the right to strike, 
the right to collective bargaining and in¬ 
deed the right to appeal to the courts. 

The bill is a mockery of the system of 
jurisprudence since it permits the employer 
to be the judge in his own case. In the case 
of individual gricsances, management 
personnel will be appointed as the griev¬ 
ance redressal authority and the appellate 
authorify. In ca.se the employee is not 
satisfied with the manugemeiifs decision 
he oi she can appioach a one-person 
tribunal appsunied by the government. In 
the case of collective grievances, manage¬ 
ment councils, composed of the employers 
and employees in equal proportion, are 
empowered to adjudicate. We do not 
know how the manageinent council is to 
be constituted hut this system gives a go 
by to collective bargaining, l-urthei, the 
employees w ill be able to appeal against 
the judgment only to the Supreme ('ourt. 
It seems clcai that no employee will repose 
trust in such a system. During the (venden- 
cy of the proc^ings the right to strike 
or even resort to go-slow and work-io-rule 
is denied and stringent punishments like 
fines iipto R$ tO,()nO and imprisonment 


upto six months can be imposed for 
'in.stigating’ or ‘inciting’ workers to 
indulge in these forms of protest. 

The government introduced the TVadc 
Unions and Industrial Disputes (Amend¬ 
ment) Bill in the Rajya Sabha on May 13, 
the last day of the budget session of 
parliament. The proposed amendments 
are based on the recommendations of the 
National Commission of Labour (1969) 
and the Sanat Mehta Committee constitu¬ 
ted in 1982. The majority of the central 
trade unions under the banner of the 
National Campaign Committee of Trade 
Unions, except INTUC, the trade union 
wing of the Congress(I), had rejected the 
Sanat Mehta Committee’s recommenda¬ 
tions. The Bill provides that any trade 
dispute can be referred for adjudication 
to an Industrial Relations Commission 
(IRC). Appeals against the orders of the 
IRC can be made only to the Supreme 
Court. The IRC will also hear appeals 
against the orders of labour courts. This 
is very much on the lines of the Central 
Administrative Tribunals under the Ad¬ 
ministrative Tribunals Act, 1986. Any 
trade dispute can be referred for adjudica¬ 
tion at the instance of the central or state 
governments after the failure of concilia¬ 
tion. This power can thus be used to 
forestall strikes. 

The amendment provides that in units 
employing more than 100 workmen, a 
union will be eligible for registration only 
if it has at least 10 per cent of the 
workmen as its members. Under the ex¬ 
isting TU Act, a union can register if it 
has at least seven members. This is osten¬ 
sibly meant to do away with multiplicity 
of unions. If however is a curb on freedom 
of as.sociation under Article 19 of the con- 
.stitution. Recognition of a union as a 
bargaining agent will be based on the 
‘check-off system* and not on the system 
of secret ballot. Secret ballot was rejected 
because INTUC was apprehensive that it 
might be dislodged in a number of units. 
At the unit level it is proposed to set up 
a bargaining council composed of all 
lecogni.sed unions in proportion to their 
numerical strength of membership, with 
unions having a strength of 40 per cent 
or mote being designated as the principal 
bargaining agent. The bargaining council 
will negotiate and settle industrial disputes 
with the employer. This proposal seems 
to be designed to promote management 
sponsored unions and to enhance manage¬ 
ments' influence over union activities. The 
bill intends to restrict the workers' right 
to strike by making a strike legal only 
when three-fourths of the bargaining 
agents vote for a .strike, which in effect 
means that a minority can veto a strike. 
The bill places a limit of two on the 
number of ‘outsiders' who can be office¬ 
bearers of a union This is intended to 
curb the politicisation of unions and also 


to restrict the participation of mUitaiit 
workers when their services are terminated 
by managements. 

Ninety per cent of the Indian working 
class is unorganised and is thus not in a 
position to collectively struggle to improve 
their living and working conditions. At 
present, the organi.sed section.of the work¬ 
ing class is on the defensive with recession 
in the ‘traditional’ manufacturing sectors 
like cotton and jute textiles and intensi¬ 
fication of the labour process in the 
‘modern’ manufacturing sector. It is 
perhaps an appropriate juncture for (he 
government and the bourgeoisie to tighten 
the noose around the labouring people. 

SOUTH ASIA 

Exporting Treedom 
Fighters’ 

THE practice of harbouring secessionist 
terrorists of neighbouring countries is 
becoming a leverage in the hands of the 
states in their bilateral relations in the sub¬ 
continent. Pakistan sheltering Khalistani 
terrorists and the Afghan Mujahideens, 
India protecting the Chakma tribal rebels 
of Bangladesh and the Sri Lankan Tamil 
militants, Bangladesh harbouring til! 
recently the Mizo secessionists, and even 
now the Tripura National Volunteers, 
Nepal becoming a haven for the Gorkha 
National Liberation Front, are all in¬ 
stances of direct or indirect encourage¬ 
ment of terror by these states as a means 
of political action abroad, to further their 
respective interests. 

Peripheral cla.shes appear inevitable 
when adjoining zones are dominated by 
powers with different political .systems and 
markedly different world views. Disputed 
borders, drug trafficking, smuggling and 
inter-state terrorist activities further com¬ 
pound the problem of bilateral relations 
among these stales. But none of these 
states is seriously interested in slopping 
their respective gangs of smugglers or the 
terrorists they are harbouring from neigh¬ 
bouring states, as long as their activities 
suit their own political interests. In fact, 
at a certain stage, such activities help these 
governments to gain a position of advan¬ 
tage over a weak neighbour. India in par¬ 
ticular stood to gain in 1971 when the 
Bangladeshi commandos it trained mana¬ 
ged to harass the Pakistan army in the 
then East Pakistan and paved the way for 
the ultimate victory of the Indian army 
there. The training of LTTE and other Sri 
Lankan Tamil groups in Tamilnadu was 
an important stage in India's emerging as 
an arbiter in the ethnic conflict in Sri 
Lanka. Pakistan has gained an advan¬ 
tageous position by compelling the two 
superpowers to seek its aid in solving the 
eight-year long conflict in Afghanistan— 
thanks to its policy of regularly fuelling 
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(he conflagntion there through the 
Mujahideens whom it had been training 
in Peshawar. 

But such a policy of encouraging ter¬ 
rorism or exporting ‘freedom fighters’ 
abroad as a means of political leverage, 
could boomerang and turn against the 
government itsdf. As we have seen, hardly 
any of these states in the sub-continent is 
free from internal discontent and seces¬ 
sionist strifia. Pakistan has its share in the 
form of the Baluchi guerilla moranent 
and the rising Sindhi nationalism. By har¬ 
bouring all these years the Ihmil guerillas, 
India had been doing exactly what it is 
now blaming I^kistan for. The Khalistani 
terrorists had taken a leaf out of the LT7B 
book. 

India indeed is more vulnerable than its 
neighbours to tenor from both, within and 
outside. Riyiv Gandhi’s internal authority 
at the moment rests only on the impres¬ 
sion which he creates of omniscience and 
omnipotence If that image of omni¬ 
science and omnipotmice is successfully 
challenged by terrorists, the Indian regime 
will be threatened with exactly the same 
loss of internal support and respect which 
caused the downfall of the 'Vhhya regime 

While the seedbed of the Khalistani 
movement lies within India—nourished 
by the socio-economic fall out of the 
Green Revolution, the selfish politicking 
of the Akali Dal and Congressfl) factions 
—Pakistani encouragement does indeed 
help the movement. The recent three-day 
talks between the home secretaries of 
India and Pakistan in Delhi were primarily 
held at India’s initiative: While the Indian 
press had quite predictably publicised the 
Indian point of view—evidence of training 
camps in Pakistan, flow of arms from 
Pakistan, protection given to the Khali¬ 
stani intruders by the Pakistan Rangers, 
etc—it left out what the Pakistani officials 
had to say. The latter were reported to 
have given their Indian counterparts a 
detailed report about Indian interference 
—providing shelter to Sindhi and Baluchi 
dissidents in India, encouraging of smug¬ 
gling across the borders, etc 

Since neither Pakistan nor India can 
claim to have clean hands in this mater, 
is it not better that they stop raising a hue 
and cry about ‘foreign hands’ and start 
looking within to make serious attempts 
to solve their internal problems of uneven 
development? 

BHOPAL DISASTER 

Propag^anda Chicanery 

David Bergman writes: 

HARD on the heels of the Madhya 
Pradesh high court’s decision obliging 
Union Carbide to pay $ 160 million in¬ 


terim compensation, the compaiv has hit 
back in London. For if a paper presented 
by the technology and management con¬ 
sultancy firm Arthur D Little at a con¬ 
ference on chemical safety in London last 
week is to be believed. Union Carbide 
would appear to be tot^y blameless for 
the Bhopal disaster. The paper by the 
firm’s vice president Ashok Kalelkar con¬ 
cludes “with virtual certainty’’ that the 
Bhopal disaster was the result of a dis¬ 
gruntled employe cormecting a hose pipe 
to a tank containing the toxic chemical 
methyl isocyanate (MIC). 

It claims that the sabo^e theory is the 
culmination of ‘independent’ investiga¬ 
tion by the firm, “based upon technical 
and objective evidence... obtained from 
exhaustive review of thousands of plant 
logs; hundreds of scientific experi¬ 
ments. .. and interviews with over 70 indi¬ 
viduals over the course of a year and a 
hair 

No doubt the Union Carbide manage¬ 
ment had been on tenter hooks awaiting 
the result of this investigation and must 
have heaved a colleaive sigh of relief last 
Ibesday on reading that its conclusions 
happen to concui with the company’s 
own! For both Union Carbide and Arthur 
D Little assert that this meeting of minds 
is purely coincidental and is therefore a 
further validation of Union Carbide’s 
view. 

However, one could be forgiven for 
being suspicious of the independence of 
an investigation whose purse strings are 
controlled by a company which has a 
strong vested interest in its outcome. 
Union Carbide is currently being sued by 
the government of India for a sum of S 3 
billion and, unless it contemplates cor¬ 
porate suicide, would surely not commis¬ 
sion a report that could point to its own 
liability. The statement made by Arthur 
D Little that it “was retained 1^ Union 
Carbide Corporation to bring an indepen¬ 
dent expert view to the study of the cause 
of the Bhopal tragedy” lacks credibility 
and, indeed, logia 

What is intriguing is how this paper 
came to be presented at an international 
conference on chemical safety, at which 
all papers have to be ‘refereed’. Only a 
superficial reading is necessary to reveal 
two factors that seem to make it incom¬ 
patible with a genuine technical .submis¬ 
sion on the subject. 

First, the sabotage theory is a con¬ 
spiracy theory. It rests upon there being 
a collusive unit of plant workers who have 
distorted the evidence, deceived investi¬ 
gators mid journalists, and whose pre¬ 
vious statements and evidence are to be 
totally disbelieved. Instead it relies on 
those “who were not present at the time” 
of the disaster (p 13} who by their very 


distance give “more reliable account[s]!’ 

The pivot of this aigument is the dogma 
that "there is a reflexive tendency among 
plant workers everywhere to attempt to 
divorce themselves from the events sur¬ 
rounding any incident and to distort or 
omit facts to serve their own purposes” 
(italics added). Thus all workers are now 
liers, and can never be trusted to give 
reliable evidence after an industrial 
accident. Ilie rules of psychology are now 
stacked in favour of management, who me 
totally trustworthy and seemingly not 
victims of a crushing psychology, even 
when corporate survival is threatened, that 
leads to deceit! 

Secondly, despite the fact that this was 
a conference on chemical safety the report 
completely omits mention of any health 
and safety issues which are relevant, 
whether or not sabotage took place. The 
manner of bulk chemical storage: the 
general disrepair of the plant, the poor 
managment practices, and the fact that 
the safety systems were not functioning on 
the night of the disaster are all well 
documented and yet totally ignored. 

This ties in with the report failing to 
question whether the ease by which 
sabotage supposedly took place was itself 
indicative of negligent plant design. In 
order to make the sabotage act more 
credible the report emphasises that “it was 
well known among plant operators that 
water and MIC should not be mixed”, and 
that the entire operation could be “com¬ 
pleted within five minutes” as water hoses 
“were readily availabltf*. and an indicator 
leading into the tank ‘easily’ unscrewed by 
hand. 

These factors alone discredit the report. 
No request was made for papers from an 
oppo.sing point of view, and one must 
wonder why Union Carbide was given a 
platform at this international conference 
to reiterate a theory with so little 
foundation. 

Moreover, disturbing evidence has 
emerged from investigations made in 
August 1986 by the Bhopal Group for 
Information and Action, which bring an 
end to speculation of any possible probity 
in the report. This shows that ex-workers 
were approached by a Union Carbide 
investigation team with financial in¬ 
ducements. Workers were offered payment 
of Rs 30 (the equivalent of two days’ 
wages) for transport. One MIC plant 
operator was offered air fare to Delhi to 
meet with more senior officials. 

Union Carbide has aimed for maximum 
media effect by choosing to present this 
paper at a prestigious scientific conference 
outside India. The paper is clearly part of 
a media campaign to obtain a climate of 
opinion outside India which will allow 
Union Carbide to refu.se with impunity 
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Hindustan Lever limited 

PLANNING FOR EXPORT 


Abstract of speech delivered by 
Dr. A.S. Ganguly, Chairman, Hindustan 
Lever Limited, at the Annual General 
Meeting held in Bombay on Frldqr, 

20th May 1988. 

INTROmJCnON 

Exports are an integral part of the country's economic development. As 
the economy gathers speed, so «nli our international trade, not just in 
size but also in importance. The preeminence of exports has already 
been recognised by the Government with the appointment of a Cabinet 
Committee lor Exports, as also a Commisston on Exports. 

Exports tUso deserve priority for anollier reason; they have.a very large 
potential to generate a quantum increase in Jobs and Incomes. This 
year's ACM speech, therefore, examines aspects which we consider im¬ 
portant lor the success of our international trade policy. 

Compared to our dometiic development. Export is truly market-led. Any 
scheme which attempts to artificially bypass this comes under strain as 
was witnessed with some of our Rupee trade agreements a few years 
ago. Further, while special preferences, bilateral and multilateral agree¬ 
ments provide opportunities, these cannot be availed of if a country 
does not develop the infrastructure to service them. During limes of fis¬ 
cal and political uncertainties, special concessicxis and preferences 
lend to break down. In the final analysis, a country's export trade must 
be based primarily upon its natural resources, prwluctivity, cost com¬ 
petitiveness of manpower and capital, and the reputation lor reliability 
that a country acquires in the intensely competitive world markets. 

The drive to diversify India’s exports from traditional products like tea, 
jute and cotton was actively pursued in the sixties. In order to assess ttie 
effects of this diversification, one may broadly categorise India's ex¬ 
ports into, say, domesttc-orienled MaMtactares viz. exports 
through iiHiustries which largely cater to domestic needs, export* 
oriented OMnufaetures viz. industries which are significanity export 
dependent and non-mannlactiifea viz. products which are of a 
natural or agricultural origin. It is satls^ng lo note that a substantial 
part at India's exports during the period under review were dominated 
by export-oriented manulactures. 

However, significant contribution to export growth has yet to be made 
through overflow of traditional domestic industries like Engineering 
and Chemicals. Export growth will, for some time lo come, continue to 
be dominated by export-oriemed manufactures such as garments, foot¬ 
wear and software; and natural products like mineral ores, tobacco, 
coffee and spices. 

HINDUSTAN LEVER'S EXPORT BUSINESS 

During the period under review, Hindustan Lever's Export Sales have in¬ 
crease rapidly at a rate somewhat faster than overall country exports. 

in 1960, Hindustan Lever mainly exp^ed commodities like processed 
oils and oil cakes with small quantities of soaps and chemicals. By 
1970, the Company had expancM its exports to include household pro¬ 
ducts like detergents and foods. By we were represented in as 
many as eleven Export Promotion Councils with value-added products. 
Today, export-oriented manufactures dominate the Company's exports. 
We now have txisiness dealings in thirty-five countries, as a result of re- 
slruc;luring rxrr business in the 1980s lo avoid over-dependence on any 
individual market. 

I will nwv review some of the salient features of the lessons we have 
learned during the last twenty-live years. 

1. The SIzttet: During this decade, import substitution was the 
country's main concern. In the case of the Company, this was 
primarily technology-led We have estimated that arising out of 
local R&D work starling in 1958, our recurring rale of import sub¬ 
stitution per annum is currently of the order of Rs. 105 crores. 

S. Tfee Scvealica: We modified our strategy (o improve value addi¬ 
tion through technology and marketing. Thus, following a R&O dis¬ 
covery, technically processed Sal fat, derived from forest seeds, 
gained quick acceptance as a cocoa butler extender. Himhislan 
Lever alone has exported Rs. 60 crores worth of Sal and Sal pro¬ 


ducts lo Europe and Japan. In 1973, we invested in a plant to con¬ 
vert cattle bone into Ossein for export. Investments in export-dedi¬ 
cated units have grown progressively since then. However, the 
major growth in manufactured goods came from export to the 
Soviet Union. 

From our experience of the seventies we concluded that export-de¬ 
dicated investments would play a prime role in our future growth. 
In addition, thanks primari^ to Unilever, we had started learning 
lessons in international marketing and customer servicing while 
these were still considered lo be peripheral lo export efforts in 
India at that time. 

3. 11w Eightlef: We entered the eighties with a plan lo broaden our 
customer base, focus on export-dediedted investments and 
specialise in market and product segments -which would help 
create a broader base. The start of the decade also coincided with 
the Government's renewed thrust to boost exrrorts. One of the pol¬ 
icy measures was the expansion of the original Export House 
S^me through the TTraiii^ House proposal. Hindustan Lever was 
designated as one of the first few such Trading Houses. Between 
1980 and 1987, the compariy made major capital investments in 
Kandla and Madras Export Processing &nes, in 100% tea export 
units in Maharashtra and West Bengal, a carpet unit in Uttar 
Pradesh and aquaculture centres in West Bengal and Maharashtra. 
Currently, another major export investment is underway in a 
leather products unit at Pondicherry. Through such inveslipenis 
and business, we believe we have learned many valuable lessons. 
An entrepreneurial instinct is essential. Considerable value has 
been added blending well-lesled professional skills with such 
entrepreneurship. But, above all. we have learned that long term 
strat^ic planniiig is invaluable in the export business. 

CURRENT ISSUES 

Export probably is unique in that it is essential for Government agencies 
and exjxxters to work closely for its success. Indeed, the Commerce 
Ministry and Export Organisations have traditionally worked as 
partners. Unfortunately, those who art not directly connected with in¬ 
ternational trade are unable to compirehend the vital nature of this 
partnership. The realisation that controls, which are imposed on 
domestic industry, are debilitating lor exports, is not generally ap¬ 
preciated. Thus, while we now have a dynamic and pragmatic export 
policy, streamlining its implementation can alone help us realise its full 
impact. 

It may, therefore, be worthwhile to briefly review some of the issues 
which have an important bearing on the growth of India's exports. 

1. Export Plamlng 

Strategic planning lor Exports can be the key to our achieving a 
quantum jump. This has to be undertakenik the national level and 
cannot be effectively done by individual organisations or groups of 
industries. 

While we must forge natural linkages and derive synergies from 
domestic development plans, it is necessaiy to undWtake a sepa¬ 
rate and-detailed exercise for exports w;ith respect to resources re¬ 
quired, infrastructure development, technologyigipgradation and 
target products and customers. Just as the domestic planning pro¬ 
cess works out details upto the level of industiy poups and agricul¬ 
tural sectors, the export plan must also deal with details, specially 
for activities like capacity/investments, technology and value addi¬ 
tion, market segment, pM and shipping. This will result in an ex¬ 
port plan document horn which detaiM annual plans lor various 
Industries and other sectors can be formulated. Such a plan should 
aim for more ambitious targets and define ways and means of 
achieving these. 

Let me cite an example. A six per cent equivalent of the projected 
1986-87 CNF of Rs.260.000 crores atnoums to an export earning of 
Rs. 15.600 crores. Raising the target to seven per cent could yiM 
Rs, 18,200 crores of exports, ibetieveweshouldsetiouslycomider 
an exclusive Export Plan for the tth Plan period and aim to achieve 
8%-l0% of GNP from exports. 
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2. EsportAdadalatrathM 

Fiscal support and tadlitation are two principal instruments used 
bv the Govemmeni to encourage exports. All the measures taken in 
this regard are well intentioned. Unfortunately, their eDectiveiiess 
is curtailed by the inevitable conflict between those who are 
charged with promoting exports and those responsible for regulal- 
on administration. The tragic fact Is that unless we find an accept¬ 
able way out of this imbroglio, we will continue to have more con 
trols and less exports. 

Thus in preparing a national export plan, there is merit in consid¬ 
ering a separate ^minisirative set up for exports. As a part of this 
exercise, it may be worth examining the setting up of a Foreign 
Trade B(Mrd, simitar to what obtains in Japan and South Korea. A 
professional cadre for export may also be created as a part of the 
adminitirative services in the form of an Indian Foreign Trade Ser¬ 
vice (IFTS). This has proved successful In the Soviet Union. Candi¬ 
dates specialising in export sendees wilt need to be trained in a 
whole range of pr^essional skills such as international marketing, 
export incentives and investment management, export administra¬ 
tion and regulatory implications. It is this kind of a ‘tirtal’ thrust 
which will create a meaningful niche for our exports without un 
duly treading on domestic policies and developments. 

3. Nature Exports 

txport propensity can be improved by identifying thrust areas. In 
the absence of a formal plMuting process, the desired focus at the 
implementation level is yet to be achieved. 

While quantum of exports is the key issue, to achieve it the impor¬ 
tance of quality must be recognised. Many years ago, the need to 
diversify into non-traditional exports was recognis^. By the mid- 
70$, a Select Product List was formalised and Export/Trading 
Houses were expected to develop these. Today, about two-thirds of 
India's exports come from Select Products. 

In the last few years, there has been increasing stress un thrust 
areas, which are competitively favourable tor our country. At the 
policy level, the impact of such thrust areas can be ensured 
through a package of incentives. These incentives must be guided 
solely by the imperatives of the miemalional market place. Special 
care is needed to ensure that our domestic regulatoiy systems do 
not interfere with these incentive plans. 

Unfortunately, formal linkage of exports with domestic trade is not 
yet possible. Some flexibility and access to domestic markets 
would provide the much needed .support to deal with the vicis¬ 
situdes of intcmalional trade. 

Hindustan Lever's experience in thrust areas is worth recounting as 
an example. A given product-markel-technology matrix has a 
much shorter half-life in international trade. Our 0.ssein invest 
inent turned obsolete after ten years. Chii cumulative investments 
in extraction and upgrading of Sal as confectionarv fats are now 
faced with attrition. In tact, as much as a third of our 1987 turnover 
was from products and markets which were under three years of 
age. Almost half our 1980 export biuiness dues not exist today. 

This trend is uncommon in domestic markets but demonstrates the 
imperatives of international markets. The implications of such 
portfolio attrition reflect upon capital costs and labour. In fiscal 
terms, this reality remains unrecognised. In the planning process, 
this could be considered more comprehensively. Likewise 
employment flexibility, relocation and social security should iotm 
a part of export labour laws in order to recognise and deal with 
realities. 

. Large v/s Small 

We have failed to derive full advantage of the synergy between the 
large scale sector and the small scale sector in our domestic 
economy, but we must by and do that at least in preparing a plan 
for exports. Needless to state, to be sustainable, any arrangement 
will hm to be fair to both the large and the smalt unit as well as the 
country. We must recognise the need for a minimal level of exper¬ 
tise arid global reach that is essential to manage a sustainable ex¬ 
port business, individual small-scale units are not in a position to 
afford this and Association-s cannot be expected to play the role of 
Export/Trading Houses in managing day-to-day businesses. 

It is in recognition of this that the Government started the Export/ 
Trading Hotue Schemes based on the Japanese model. That re¬ 
sults have been below expectations is not the fault of the Scheme 
but of regulatory controls svhich have prevented realisation of the 
full potential of the Scheme. Unless these are resolved Imagina¬ 
tively, this excellent Scheme will not blossom. This U now recog¬ 


nised and finds place in the new Policy announced in April this 
year. 

There is also a prevalent view that the large sector may not be 
doing its bit to boost exports. It is, therefore, interesting to examine 
some data. 

Export by the small-scale sector in 1985-86 is estimated to be Rs. 
2,580 croies. This represents 4.2% of this sector's total output for 
the same period. Two recent RBI/IDBi studies on the export perfor¬ 
mance of 541 Public Limited Companies and 1741 Public limited 
Companies estimated their exports to be six per ceid of their total 
output. However, although individual industry sectors may be 
doing their bit lor exports, the fact still remains that we have not 
taken advanta.iie of the synergies. 

It is not difficull to see the potentially beneficial effect of combin¬ 
ing the strength of small-scale sector's low cost with value addition 
technology, quality, marketing, finance and finishing of the large 
exporter. The best way of maximising this would be to make joint 
pr^rammes an integral part of the Export Plan in a manner which 
would not unduly interfere with domestic activities. 

A national plan for exports would have to include several other ele¬ 
ments. For example, value-added agriproducts will constitute a 
major sector. Thus, in addition to opening up new horizons for ag¬ 
gressive growth in exports, the national plan could have a catalytic 
effect on domestic gi^h as well. 

CONCLUSIONS 

The traditional role of industry in a resource-short ecorromy, protected 
from competition is not an ideal environment to nurture dynamic ex¬ 
port. In order to improve export performance, two routes are worth con¬ 
sidering depending on the sta^ of domestic development. One Is to 
modernise selected domestic industry to reduce cost, improve qualify 
and become globally competitive (overcoming tariff barriers). The sec¬ 
ond is to set up industries dedicated to generate exports with approp¬ 
riate linkages to domestic industry. In India, modernising existing in¬ 
dustries and making these more export competitive Is going to be a long 
drawn out affair. Investment in export-dedicated industries has, on the 
other hand, shown more encouraging results. Traditional natural pro¬ 
ducts and commodity exports, with tow value addition, however, con¬ 
tinue to be important contributors as well. 

Government policy determines the quantum and composition of ex¬ 
ports in a centraify planned economy such as ours. Compulsions, and 
fiscal or other incentives play an important but transient role in such an 
environment, in the long term, a dedicated export plan with selective 
linkages between domestic markets and international marketing can 
alone provide sustained growth. There is a legitimate fear that such lin¬ 
kages could hurt our protected and fragile domestic industries. This is 
certainly true so long as we sell high cost poor quality goods to the In¬ 
dian consumer in order to protect domestic employment. This is a so¬ 
cially sensitive i.ssue and cannot be readily resolved. But we must start 
thinking of linkages, selectively and gradually, especially in sectors 
where we have started progressing at a reasonable rate. Garments and 
leather goods are a case in point. 

We must now seriously consider initiating an exclusive and dedicated 
planning process for exports, similar in scope to domestic platming. In 
the same spint, the creatiem of an administrative cadre such as an In¬ 
dian Foreign Trade Service to exclusively manage and administer ex- 
(x>rt plans would overcome the debility of domestic controls. 

From Hindustan Lever's experience, we believe that exfiort planning is 
the key to a growth strategy. Such a plan requires concentration in a few 
selected areas of investment and growth, while diversifying markets 
and customers. This strategy can be strengthened, if it were derived 
from a national export plan which, amongst others, ensures long term 
and consistent support. 

Development of personnel to operate export activities is a highly 
specialised function. Since government institutions, departments and 
foreign missions are not well-equipped to undertake ttrese functions, 
companies will have to develop their own systems and expertise. This 
is expensive but unavoidable. Thus, an exclusive export locus combin¬ 
ing national resources and expertise can strengthen India's exports, 
both qualitatively as well as in absolute value. TTiis effort is now more 
critical than ever before, given the gloomy global economic prognosis 
and rising trade barriers, while our own economy gathers stren^. 

AMe; TTus is m abridged version of the Quitman 's speech af the Com¬ 
pares Aimral General Meeting. For the full text of this speech in book¬ 
let farm write to: Communications Department, Hindustan Lever Ud., 
P.O. Box 409. Bombay 400 001. 
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FROM THE IVORY TOWER 

Socio-Economic Research 
The Good, the Bad and the Ugly 

Anm Ghosh 

There has been an explosion in the number of institutions 
engaged in socio-economic research. Most of them are in receipt 
of signiHcant funds from the government of India, and mariy of 
them from unknown sourx^ abroad as well. Ate they ail engaged 
in research work of relevance to the needs of the country? 


And they write innumerable books; being too 
vain and distracted for silence: seeking each 
one after his own ekwation, and dodging his 
emptiness. 

—T S Eliot: Choruses from The Rock' 

THERE has been an explosion, in recent 
years, in the number of research institutions, 
and seminars organised by one or otha- of 
these institutions. Inevitably, papers have to 
be written for these seminars—and some¬ 
times without the occasion of a seminar, 
merely in order to justify the existence of 
these institutions—frequently by plagia¬ 
rising, rehashing well known treatises, but 
quite often without even the pretence of any 
deep study, sans logic, sans empirical 
evidence as if repetitive assertion of a casual 
idea can make it an established hypothesis. 

Let us first look into the number of 
research (or similar) institutions that we have 
in this country today. The complete infor¬ 
mation should, of course, be av^able with 
the Central Board of Direct Ihxes, but we 
are not interested here in either an audit or 
even a complete inventory of such institu¬ 
tions. Looking through the list of such in¬ 
stitutions, listed only in the De/M TUephone 
Directory, under three generic headings; 
'Association', 'Indian', and 'Institute, ander- 
cluding (a) all trade uid industry associa¬ 
tions, (b) commercial institutes (imparting 
some service for a fee), (c) associations of 
professional bodies, (d) political organisa¬ 
tions, and (e) strictly professional agencies, 
organisations and institutions, one can 
locate as many as 3S private institu¬ 
tions/organisations, and as many as 20 of¬ 
ficial bodies (like the Indian Institute of 
Foreign Ihute, Indian Institute of Public Ad¬ 
ministration, Institute of Ai^lied Manpower 
Research, Indian Institute of Mass Com¬ 
munications, et al) engaged in socio¬ 
economic research. Thus, there are as many 
as S5 organisations, listed under only three 
broad headings in the Delhi Tkkphone 
Directory engaged in such research: there are 
many others (banning with other initials) 
which are exclutted. Also excluded are well 
known and well established bodies like the 
Indian Council of Historical Research, or 
the ImHnn Agricultural Statistics Research 
Institute, and similar institutions. These ex¬ 


cluded categories would itiso be organising 
seminars and publishing papers, but one 
hopes that they would generally be scholar¬ 
ly, well researched papers. 

I must clarify that I have no personal 
knowledge of any but a few of the SS bodies 
or institutions I have identified (from the 
Delhi Tilephone Directory). (}uite a few of 
them may be doing excellent work. It would 
certainly be wrong to assume that all the 
private organisations have dubious sources 
of funding or questionable credentials for 
research. But two points need to be empha¬ 
sised. First, the long list of 53 bodies has 
been culled only under three groups—those 
beginning their names with the words 
'Association* or ‘Indian* or ‘Institute. There 
would doubtless be many institutions which 
commence their title differently. One knows, 
for instance, of the ‘Research and Infor¬ 
mation System for Non-aligned Countries 
(RIS for short), a body engaged in studies 
on the possibilities of economic co-operation 
between developing (sorry, non-aligned) 
countries. One is also aware of 'The Policy 
Group’, famed for its election forecasts, TV 
presentations and other studies. These are 
only two names that come readily to mind; 
there are many others. The exact number of 
institutions engaged in research (or pseudo- 
research) is not relevant; the number in¬ 
dicated above is merely symptomatic of the 
latest trend; new research institutions are get¬ 
ting created at the drop of a hat; there ap¬ 
pears to be no shortage of funds for such 
institutions (whether from governmental or 
from external sources); and a certain class 
of researchers (especially those with the 
facility of writing good English) are doing 
fairly well by themselves. At the same time, 
considering the ravages made by inflation 
and the increasing inequality in the distri¬ 
bution of income; a large section of the 
population—let us not argue about the 
percentage of people below the poverty 
line—has been suffering a steady erosion in 
its consumption of even basic necessities, in¬ 
cluding fo^. 

The questions that arise; the questions 
that the educated elite (including tte resear¬ 
chers) ought to ask themselveB are: firM, can 
(his country afford the luxury of maintain¬ 


ing sudi a laige number of sodal, economic 
and political Kientists doing leseiuch which 
U of scant rdevance to the people at large? 
Secondly, even forgetting the foreign 
funding—and there is always a cost of such 
funding, sometimes quite heavy and 
unbeknown tt) us, in diverse wr^s—there an 
both budgettry and inflationary impli¬ 
cations of such research. The cost of all this 
research work is, therefore, important Has 
ruiybody attemi^ a cost-benefit analysis 
of such institutions and their work? The 
third important question that arises is the 
relevance of the research work done; even 
though the work may be well-researched. 
Firudly, one question that arises is: are not 
the policy makers, are not the people them¬ 
selves likitiy to get confused with the wide 
array of sometimes conflicting (and frequ¬ 
ently motivated) conclusions derived by 
divergent groups of resemch workers? How 
does one distinguish the chaff from the 
grain? How in particular; does the common 
man decide which qf the studies ate un¬ 
biased, and whidi are fake (and motivated)? 

Perhqps we need to categorise the different 
types of institutions, or rather, the results 
of the studies put out by different insti¬ 
tutions. First, there are these that are mere¬ 
ly wasting the nation’s resources, without do¬ 
ing much other harm. These are quite 
numerous; and they include many offldal 
bodies, whose research work is to put it mild¬ 
ly, shoddy. One of the consequences is that, 
at least during the more pleasant months of 
October to March, there is at least one— 
and some times more than one—seminar 
every day. The expenditure involved can be 
assessed from the fact that they are generally 
held either in a five-star hotel or in the 
Vigyan Bhavan; and the primary objective 
of the sponsors can be assessed from the firet 
that they are invariably inaugurated either 
by a cabinet minister—surprisingly, quite fre¬ 
quently by the prime minister himself—or 
a member of the planning commission or 
some other official luminary. The sponsors 
get the required publicity, and doubtless, 
continued offleial funding for their so-called 
research activities as a result Those who in¬ 
augurate the seminars, or deliver key-note 
addresses, manage to repeat inanities in 
speeches prepared by official hacks who may 
have no special qualifications on the sub¬ 
jects chosen for discussion except the facility 
for smooth writing. As a result, we have the 
distressing sight of eminent scientists, artists, 
historians, literary giants being advised by 
naive politicians on how to go about their 
business. That is only an incidental price 
these specialists have to pa^ for continued 
official support; the real cost to the nation 
is that the politicians have, as a result, so 
much less time to go about their own 
business and appointed tasks. 

But in this category, there is also a 
plethora of the downrii^t shoddy research 
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work; ehlMr unml«alEdde {dagiaiiim or just 
plain unitsearched iavnstigation and poor 
analysis. The cost h^rdn is not only the cost 
of supporting such research (and resear¬ 
chers) but alsOk and nune importantly, 
because the concerned institutions must 
publish their research results to justify their 
existence—a plethora of bad publications 
which other research workers must read so 
that they do not miss out on cunem research 
work. The real cost of this explosion in 
research publications of dubious merit is 
that it forces tlw genuine researcher to waste 
his time 

But, as I said earlier, the prolifnation of 
useless research work it perhaps a relative¬ 
ly less hannAil result of the recent eicplosion 
in the number of sodo-politico-economic 
research oiganisations in the country. The 
insidious impact of *motivated research’ is 
far gieater, and most of the research insti¬ 
tutions undertaking such studies have access 
to either government funds—the research 
working directed by bureaucrats heading 
these research institutions, or ftequently, 
foreign funds, sometimes from even presti¬ 
gious bodies like the World Bank. It is not 
as if some ’foreign hand’ is always directing 
such research. That is hardly ever necessary. 
But, the choice of subjea, the choice of 
research personnel, the ovraall philosophy 
of the sponsoring authority or institution— 
which has to be the philosophic orientation 
of the research personnel involved—make 
sure that the results of the research studies 
are ‘motivated’. This is where the public is 
likely to get confused. For example, some 
eminent private researchers claim tlutt the 
incidence of poverty in India has increased; 
the governmental research bodies claim ex¬ 
actly the opposite; namdy, that the incidence 
of poverty has gone down; and strangely, 
both claim to use the same source of data, 
the NSS, except that the reference years 
chosen are different. 

In a donocracy it is of course essential 
that different viewpoints should fmd free ex¬ 
pression and publidty. But, we all know that 
in a society with not even the vestige of 
democracy in r^ard to dther the social 
framework or in regard to economic func¬ 
tioning, the viewpoint that gets the max¬ 
imum publicity is that of those with money 
power. And while the government today pi^ 
well, the agents of developed countries can 
afford to pay what to them is a pittuice; but 
to an average Indian is a fortune, for get¬ 
ting the former’s viewpoint across to the In¬ 
dian laity. 1h otrry conviction, this viewpoint 
has to come from a recognised professional 
, body; some association of research workers 
or institute for research. What Robert 
Browning said of a famous poet laureate of 
his day can be said equally well, nay better, 
of many of our socio-economic research 
workers today. “Just for a handful of silver 
he left us, just for a riband to stick in his 
coat”. A couple of trips abroad, a nice pay 
packet at the end of every month, an occa¬ 
sional cheque for a lakh of rupees for a 


q)ecial study, and the woiM’s oldest profes¬ 
sion can now be aptly said to describe the 
discreet use of the intellect Iv some. 

Am I being uncharitable? But then, please 
reflect: all the institutions pinpointed by 
me—fifty-five of them plus an unidentified 
number whose names do not commence 
with Association or Indian or Institute; from 
Delhi alone—are engaged in socio-economic 
research work, and most of them are in 


REMEMBER those turbulent months of 
early 1987? Of course, when one speaks of 
turbulence in China, one is reminded of the 
Cultural Revolution. The ‘dangerous’ decade 
is almost forgotten in China. A reference or 
two to the Gang of Four does occur, but the 
references are usually very routine, and there 
is no apprehensive recounting of what the 
followers of the Gang of Four did or could 
do. China is presently a stable and normal 
state So when we mean turbulent months, 
we refer to unusual developments like the 
student troubles of early 1987 or the goings 
on in Tibet. It is possible to read too much 
in these developments. The Tibet story has 
yet to run out of steam. But the student trou¬ 
ble surely has. Deng Xiaoping seems to have 
ensured, if the Party Congress and the 
National People’s Congress are any guide, 
that the lord is in his place in heaven and 
all is well, it not with the world, at least with 
China. 

This does not mean that China has 
become a dull, boring place. In the rather 
humdrum exercise of raUing the productive 
forces, the job of making life amusing has 
not been altogether forgotten. The difference 
is that in the earlier times it was people in 
power, like Chen Yi and Zhou Enlai, who 
came out with bright, bubbling witticisms. 
Bright, penetrating comment, so typical of 
post-revolutionary confidence, is not to be 
heard in Beijing any more. However, this 
does not mean there is no fun in Chinese life 
any longer. 

let us repeat the question. Remember the 
turbulent months of early 1987? If you did, 
you would surely remember Fang Lizhi. He 
is a physicist. Following the student troubles 
in more than v;'n cities of China, Fang lost 
his professc'ship at the Anhui University. 
He was the vice-president of the Chinese 
Academy of Sciences. He lost that job too. 


receipt of significant funds freun the govern¬ 
ment of India; and many of them from 
unknown sources of funds abroad. Are they 
all engaged in research work of relevance to 
the needs of the country? One can 
Icgitimatdy say that by and large, they are 
engaged in either “seeking... [their] own 
elevation” or, even worse; are engaged in pro¬ 
moting interests other than those of the 
poor, the deprived, of this poor country. 


What was worse than all this was his expul¬ 
sion from the Communist Party; worse in 
the sense that it must have created a big 
question mark as far as his academic and 
political career was concerned. We cannot 
say how eminent he was as a scientist. The 
third world experience must make one sus¬ 
pect that those who man academies are not 
necessarily ‘academic’, let alone academic 
celebrities. In a prmtigious university in our 
own country, an ‘expert’ at a professional 
interview had not published a single line in 
his lifetime. His only qualification was that 
he had ‘interpreted’ for Jawaharlal Nehru— 
no mean qualification, one must grant. 
Anyway, in China one hopes things are a 
little different. Deng Xiaoping, unlike his 
counterparts in most of the third world, has 
a certain preference for excellence. Fang 
Lizhi’s rise to the vice-presidentship of the 
Academy of Sciences had taken place fdlow- 
ing Deng’s confirmation to supreme power 
and authority in China. So it is safe to 
assume that Fang roust have been a leading 
physicist of China. 

Fang’s open endorsement of the student 
protest and his subsequent declaration that 
the working class cannot be the leading class 
in new China cost him his job. Like Fucault, 
Fang takes the mode of information to be 
more important than the mode of produc¬ 
tion. We had commented then in these col¬ 
umns that had Fang been a European he 
would have been celebrated as much as 
Rudolf Bahro was. Fang’s misfortune is that 
Asia is the backwaters of world politics. The 
rest of the world counts the Asian dead and 
forgets them. Fang’s enthusiasm for post- 
Marxian ideas did not generate any en¬ 
thusiasm in the European world. He remain¬ 
ed a news item, albeit an interesting one. 
Fang must have felt a severe sense of 
disappointment. 


INTERNATIONAL AFFAIRS 
Fang LizhFs Poser 

GPD 

Slowly but certainly, the parameters of political debate in China 
are changing. And, in all probability, they are changing in a way 
which cannot be much to the liking of Deng Xiaoping and his 
comrades. 
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He decided to leap into the news once 
again. This he did in a very dramatic way 
on May 4 on the Beijing University campus. 
The May 4th Movement of 1919 is a glorious 
page in China's history. On that day students 
alt over China, but especially in Beijing, took 
to the streets protesting against the post-war 
settlement which had left China cheated and 
out in the cold. Beijing University was obser¬ 
ving a holiday on May 4 in memory of that 
uprising. Fang decided to join the students 
in an unscheduled meeting there attended by 
about SflO students. The Japanese Times 
which carried the story did not say if Fang’s 
visit was an impromptu one. In any case. 
Chinese students have shown their infinite 
capacity for spontaneous, impromptu 
demonstrations and meetings over the last 
two years. 

So there was Fang Lizhi. Like a traditional 
Confucian scholar (or an Indian guru if you 
will) he sal cross-legged and spoke to the 
gathering for twenty minutes. He was clearly 
unimpressed by the positions taken by the 
NK* and the Party Congress earlier on 
dcmocratisation of the polity. He said that 
no economic development was possible 
without democracy-—full, unadulterated 
democracy. The examples he chose were, 
however, not the best ones for his argument. 
He referred to South Korea, Thiwan and 
Singapore. He obviously recognised that 
there had been economic development in 
South Korea. He could not have argued that 
it was the result of democracy there, unless 
he look the view that Park and Chun of 
South Korea had been champions of liberal 
democracy. Without his knowing it, the 
eminent physicist was mixing up cause and 
effect. It is economic development which is 
generating pressures for democracy in places 
like South Korea and not the other way 
round. 

Thanks to Fang Lizhi, Albania figured in 
Chinese debates after many years. Fang cited 
Albania as an example of a country where 
there was neither democracy nor economic 
development. He was even more devastating 
on IX-ng Xiaoping’s claims of building 
socialism with Chinese characteristics. He 
ridiculed the idea, asking if one could speak 
of physics with Chinese characteristics. The 
rhetorical and polemical question that Fang 
posed waeas momentous as the thunderous 
applause he got from the Beijing University 
students. Fang reiterated his ncar-Fucaultist 
beliefs with that comment. 

One diK's not know what the reaction ol 
the CPC' has been to Fang Lizhi’s speech. 
The students seem to have lapped it up. In 
concrete terms a twenty-minute address to 
about five hundred students does not make 
much difference in a huge country like 
China. But it is a sign of the changing times 
that, slowly but certainly, the parameters ut 
political debate within China are changing. 
In all probability they are changing in a way 
which cannot be much to the liking of Deng 
Xiaoping and his comrades. 
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COMPANIES 


PEICO 

Good Going 

PEICO ELECTRONICS AND ELEC¬ 
TRICALS’ plans for manufacture of new 
colour TV components ate at various 
Stages of implementation. These com- 
ponenu ate expected to be released in the 
market during 1988 and 1989. Meanwhile, 
the company has further strengthened its 
application laboratory with a view to 
rendering mote effective support to its 
customers by bringing in new circuit con¬ 
cepts and knowhow. The company's 
television factory in Calcutu is expected 
to go into operation shortly. The factory 
in Bangalore for protesionaf equipment 
has now commenced production of quali¬ 
ty dot matrix printers in addition to 
floppy disk drives. Steps have been taken 
to implement the project for data modems 
as well as computers for which the com¬ 
pany has received necessary approvals. 
The company’s programme of bringing 
tow priced quality radios within the reach 
of lower income households through its 
nation-wide sales network has been widely 
acknowledged by the trade. The popular 


MEGA range of radios was further ex¬ 
panded and it received good support from 
the market and the customer. 

The company has turned in encourag¬ 
ing working results for 1987 with a gross 
profit of Rs 13.91 crore against Rs 5.33 
crore in the previous year following 
increase in sales from Rs 303.78 crore to 
Rs 367.90 crore. These figures show a 
marked rise in profit margins. After 
necessary provisions, there is a net profit 
of Rs 4.03 crore against a net deficit of 
Rs 2.4S crore previously. Equity dividend 
is maintained at 10 per cent on the enlar¬ 
ged capital and is covered 1.30 times by 
earnings; last year’s distribution had been 
made out of the past earnings. Major con¬ 
tribution to increased sales came from 
consumer electronics, electronic com¬ 
ponents and professional products in¬ 
cluding data systems. The company’s ex¬ 
ports reached Rs 10.89 crore. A notable 
aspect for the year was the company’s 
.success in exports of computer software. 
The initial effects of the investments made 
in the commercial and industrial infra¬ 
structure over the last few years is dis¬ 
cernible in the 1987 results. Though the 


Hie Week's Companies (Rs Lakh) 



Petco Electronics 

Reckitt and Colman 

Flakt 


Latest \kar 
3I.I2-87 

Last tfear 
31-13-86 

I test \kar 
2-1-88 

Last Ybar 
3-1-87 

Latest Year 
31-12-87 

Last Ybar 
31-12-86 

Riid-up Capital 

3332 

3332 

420 

420 

340 

340 

Reserves 

5359 

5374 

1360 

938 

285 

205 

Eor rowings 

13498 

11688 



382 

430 

ctf which Ikim Borrowings 

6613 

5492 

— 

— 

75 

109 

Gross fixed assets 

14340 

13024 

1348 

1239 

657 

583 

Net fixed assets 

9341 

8369 

899 

847 

421 

387 

Investments 

239 

153 

269 

269 

8 

4 

Current liabilities 

8623 

7028 

1240 

1104 

1737 

1546 

Current assets 

21231 

18900 

1846 

1341 

2312 

2136 

Stocks 

9207 

8740 

1074 

989 

264 

323 

Book debts 

8234 

7236 

122 

61 

1360 

1171 

Net sales 

36790 

30378 

5175 

4268 

3852 

3143 

Other income 

361 

380 

85 

103 

11 

16 

Raw material costs 

22697 

18809 

2380 

1837 

626 

540 

it^ges 

4855 

4240 

792 

772 

360 

332 

interest 

2268 

1704 

19 

34 

61 

46 

Cross profit {+)/loss (-) 

1391 

533 

997 

765 

246 

210 

Depreciation provision 

968 

778 

63 

53 

36 

27 

Hut Provision 

20 

... 

387 

345 

62 

61 

Net profit (+)/loss( -) 

403 

-245 

547 

367 

148 

122 

Investment allowance reserve 


... 

— 


— 

— 

Thuister to reserves 

Dividend 

130 

— 

421 

262 

80 

61 

Amount P 




— 



E 

333 

263 

126 

105 

68 

61 

Rate (per cent) P 

_ 

— 


— 

— 

— 

E 

10 

10 

30 

25 

20 

18 

Cover (times) 

Ratios (per cent) 

1.21 

— 

4.34 

3.50 

2.17 

2.00 

Gross profit/sales 

3.78 

1.09 

19.26 

17.92 

6J8 

6.68 

Net profit/capital employed 

4.64 

— 

30.73 

27.02 

23.68 

22.38 

Inventories/sales 

24.99 

28.78 

20.75 

23.17 

6.85 

11.86 

Vteget/tales 

13.19 

13.95 

15.30 

11.09 

9J4 

10.56 


cost of materials, power and fuel, packing 
and transport increased, and the falling 
value of the rupee as against leading cur¬ 
rencies continued to adversely affect the 
cost of raw materials, the increase in 
goods consumption has been minimal. 
The financing costs, however, continued 
to be high because of substantial invest¬ 
ments made in the Salt Lake factory at 
Calcutta and the professional systems 
factory at Bangalore, which are yet to 
achieve full production capacities. In his 
statement to the shaicholders, M C Guepin, 
chairman and managing director, says the 
company has clearly identified consumer 
electronics, electronic components, tele¬ 
communication and data systems and 
lighting as its core businesses. 

RECKITT AND COLMAN 

Bonus Shares 

RECKITT AND COLMAN OF INDIA 
has performed so well during the year 
ended January 2 last that the directors 
have not only recommended issue of 
bonus shares on a one-for-one basis but 
also stepped up dividend by S points to 
30 per cent. The company achieved sales 
of Rs 51.75 crore against Rs 42.68 crore 
in the previous year and earned a gross 
profit of Rs 9.97 crore against Rs 7.65 
crore. reflecting widened profit margins. 
Net profit is also higher at Rs 5.47 crore 
(Rs 3.67 crore) to provide a hefty 4.34 
times cover to the enhanced distribution 
as against 3.50 times previously. Sales 
increa.sed primarily due to higher volume. 
Most of the company’s products contri¬ 
buted to the increase in turnover. Exports 
at Rs 1.77 crore represented a growth of 
21.2 per cent over the previous year. As 
a recognition of export performance 
relating to ultramarines, the company was 
awarded the Chemicals and Allied Pro¬ 
ducts Export Promotion Council's certi¬ 
ficate of merit. Total capital expenditure 
during the year amounted to Rs 1.19 crore 
and expenditure on research and develop¬ 
ment Rs 76 lakh. The proposed bonus 
issue will involve capitalisation of Rs 4.20 
crore from reserves and will be made with 
the consent of the controller of capital 
issues and approval of RBI. 

FI.AKT INDIA 

Swedish Collaboration 

FLAKT INDIA has fared well during 
1987 despite increase in competitive pres¬ 
sures. it has earned a gross profit of 
Rs 2.46 crore against Rs 2.10 crore in the 
previous year on sales of Rs 38.52 crore 
against Rs 31.43 crore These figures show 
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a small decline in profit margins. Net pro¬ 
fit is Rs 1.48 crore (Rs 1.22 crore). The 
directors have raised dividend from 18 per 
cent to 20 per cent, which is covered 2.17 
times by earnings as against two times 
previously. The formalities in connection 
with collaboration with STAL refrigera¬ 
tion of Sweden for manufacture of shell 
and tube condenser, shell and tube chiller, 
package chilling unit, condensing unit, etc, 
are being completed and manufacturing 
is expected to initiated during the cur¬ 
rent year. Price increase for steel, single 
largest raw material for the company's 
operations, has been as much as 20 per 
cent to 24 per cent for certain categories. 
The management has initiated action to 
counteract the effect of these price 
increa.scs to the extent possible. 

ICICI 

Profits Up 

INDUSTRIAL CREDIT AND INVEST- 
MENT CORPORATION OF INDIA 
(ICICI) has shown very good results for 
the 15-month period ended March 31, 
1988. Net profit, after providing for 
depreciation and taxation, is Rs 64.62 
crore against Rs 44.17 crore in the 
preceding 12 months, according to brief 
preliminary figures. The directors have 
recommended that the dividend be main¬ 
tained at 18 per cent per annum, which 
works out to 22.50 per cent for the 15 
month period, on equity shares. The new 
equity shares—rights’ issue 1986—will be 
entitled to dividend on proportionate and 
pro rata basis. 

HINDUSTAN FERODO 

Mai^ginal Improvement 

HINDUSTAN FERODO. after two con¬ 
secutive years of loss and one year of 
marginal profit, has reported a profii after 
tax of Rs 74 lakh for 1987, according to 
preliminary figures. This has been made 
possible by improved sales mix and the 
right market discipline on prices, rebates 
and credits. The directors have recom¬ 
mended payment of a modest dividend of 
5 per cent which would absorb Rs 28 lakh 
out of the year's profits. Market con¬ 
ditions for brake and clutch lining seg¬ 
ment and for heavy duty automotive clut¬ 
ches continued to remain highly com¬ 
petitive. The demand for other products 
manufactured by the company was 
generally satisfactory. The directors 
observe that payroll costs at above 30 per 
cent of sales turnover continue to impose 
an unrea.sonable burden on the company. 
It is imperative that the work force at 
Cihaikopar is reduced and productivity 
improvement obtained to ensure viability 
and competitiveness of the factory. 



THE I—S 

ATUL®U 

PRODUCTS LTD. 


NOTICE 

It Is hereby notifieo for me information Of me pubNc mat The Atui 
prooucts iimiteti. aegitt e r e d Office: me arvind Ashoka Aruna whs 
H ospital Premises. Near Astioka MMs, Naroda Roaci, Ahmedabad no 
025 proposes to ma»e an application to the central Government in 
me Department of company Affairs. New oem under sub-section ni 
Of section 22 of the Monopolies and Restrictive Trade Practices Act 
mg for agprovai to the establishment of a new 
undertaklng/unit/oivlsion 
Brief particulars of the proposal are as under. 

1 Name a address of the applicant 
The Atm Products umited. 

The Arvind Aieka Aruna MWt Hospital Piwmltei, 

Noar Asoka SHR, Naroda Road, AiHhOdabad SBD 025 


2 Capital structure of me applicant organisation. 

Authorised rs. lOiM creros 

•***••• RS. 7.50 creros 

S"******! RS. 7.50creras 

RS. 7.50 creros 

5 Management struaure of me applicant organisation Indicating 
the names of me directors, including the managing/whoietime 


Mr. SMdharth Kasturbhal 

Mr. cmnubhai CMmaribhai 

Mr.R.S.nwtt 

Mr. B.K. Shah 

Mr. Koshub Mahindra 

Mr. NusRN. Wadis 

Mr. M.N. laibhai 

Mr. RA. Shah 

Mr. C.S. Patw 

Dr.s.S.Bal|ai 

Mr.Sui«S.Lalbhai 

Mr. M.V. Shah 

Mr. C.C. Parokh 


ChaIrmanB 

Managing ORoctor 

Managing oiroctor 

Oiractor 

Diractor 

DMctor 

Oiroctor 

Managing OKocter 
ORoctor 
ORoctor 
ORoctor 

Managing ORoctor 
Oiroctor 


4 Indicate whether the proposal relates to the establishment Of a 
new undertaking/unit/division; 

NOW Unit. 

5 locationormenewundertaking/unit/divlslon' 

Any sultablo backward area bi Maharashtra. 


6 Capital structure of the proposed undertaking. 
Not appHcaMo. 


7 in case me proposal reiatet to me production, storage, supply, 
distribution, marketing of any goods/articlet indicate 
imamtofthogoods/artlclos Citric acid and its 

donvativas 

III p ropose d ucensod capacity 5000 TPA. 

mi EstHnatod annual tumevar Rs.20croras 

0 m cate me proposal relates to the provision of any service state 
me volume of activity in terms of usual measures as value, income 
turnover etc 
Not applicable 


9 cost of the protect Rs. 15.0 croros. 

10 scheme of Finance 

The prelect wiK bo financad partly by Hitamai accruals, and/or 
issue of oquity/dabonturas. Balance wHi bo rmancod by 
suppHor-s credit, long term loars from hnanciai 
mstitunens/tcheduMd banks etc. The sciiemo of finance wM bo 
finalised m consultation wim tho fRianci.il msmutlons. 

Any person interested in the matter may make a i epr»ontumn n 
quaorupHcate to the Secretary, oepartmetn of Compwiv Affairs. 
Government of inoia Shastri Bhaian, Or Rajenoraprasao Road. New 
Demi wimin la.days from mt date of pqbiication of mis notice 
indicating his views on the proposal and indicating me nature of iws 
interest therein 


Dated February xs.iBBB SunkS.UiOhai 

** Managing Director 
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Agricultural Policy Dictated by 
Rich Farmer 

bm 

Ir is the rich farmer with his economic power enhanced by the 
1,0-caIJed green revolution and commanding a strong social base 
^nd political clout who is going increasingly to dictate terms on 
the farm front under the present political dispensation. 


I HE union agriculture minister, Bhajan 
ul, has at last reconstituted the Commis- 
,ion for Agricultural Costs and Prices 
vith three representatives of ‘farmers’ in 
he seven member body. The other four 
nembers are said to be economists with 
me of them, S S Johai, a former vice- 
hancellor of the Punjab Agriculture 
Jniversity, as the chairman of the com- 
nission. Johai is known to be a very vocal 
iitary of the rights of surplus farmers and 
;an be depend^ upon to outbid even the 
ormal representatives of the farmers on 
he commission in protecting and advan- 
;ing the interests of the rich Yarmers. 
some objections were raised by opposi- 
lon members in parliament against the 
irbitrary choice of the representatives of 
armers for appointments on the commis- 
,ion. They evidently had no objection to 
iiving representation to farmers as such 
sut appeared to be backing the claims of 
he more known leaders like Joshi or 
I'ikait agitating for ‘kisan’ demands, 
especially remunerative prices for 
narketable surpluses and subsidised in¬ 
stils for farmers producing these 
surpluses. The left parties might have been 
tappy if they could secure representation 
or their own front organisations on the 
eommission. 

What must not be missed, however, in 
his context is that the character of the 
I'ommission for Agricultural Prices as an 
^\pert body has been gravely diluted and 
he fine balance which the commission as 
in expert body had striven since its for- 
nation to maintain between the claims of 
surplus farmers, the interests and rights 
)f consumers and the requirements of 
tcneral price stability and development 
las been nearly destroyed. The commis- 
<ion as reconstituted can now be expected 
o work Mke an outspoken lob^ of rich 
'armers and their interests. This has im¬ 
plications beyond the determination of 
’Upport price for the marketable.surpius 
pf the farmers. 

The issue of the reconstitution of the 
'Ngricuitvral Prices Oimmission had been 
pending for a long time. The commission 
>^as originally conceived as an expert body 
Aith well-defined and balanced terms of 
I’ference It sought to work as such an ex¬ 
pert body and a lone representative of 
farmers’, who was included in its com- 
osition after it had been functioning figt 
umetimes, was not allowed to cloud the 
'udgment of the commission with his 


periodic dissenting notes which only made 
extravagant claims for increasing procure- 
ment/supjmrt prices which were not taken 
seriously in the determination of these 
prices. Early in the eighties, after Indira 
Gandhi returned to power, however, she 
was anxious to strengthen her position 
among the powerful stratum of rich 
farmers with growing economic power 
and political influence. She was very much 
concerned with the comparatively 
strongest staying power of political per¬ 
sonalities such as the late Charan Singh 
which he displayed when the opposition 
parties as a whole had done so poorly in 
the 1980 general elections, especially in the 
Hindi belt. She was also concerned with 
the eruption of kisan agitations in the 
southern and western parts of the coun¬ 
try after her triumphant return to power. 
This prompted her to mount a concerted 
effort to outbid Charan Singh and the 
leaders of the kisan agitations, especially 
on the question of remunerative prices. 
While, therefore, the government fixed 
support prices for fuodgrains and other 
farm crops! especially sugarcane, in 1980 
and 1981 at a level higher than what was 
recommended by the Agricultural Prices 
Commission, moves were also initiated 
.side by side to rename the Agricultural 
Prices Commission as Commission for 
Agricultural Costs and Prices and enlarge 
its terms of reference to accommodate the 
demand for what is called the principle 
of parity as between the prices of farm 
produce and industrial products. These 
were npt merely populist gestures and did 
influence subsequently the fixation of pro¬ 
curement/support prices for farm pro¬ 
duce. These moves were m%de disregar¬ 
ding the strong objections of the Planning 
Commission as well as the Agricultural 
Prices Commission, especially on the 
question of the parity principle. 

The parity principle in the fixation of 
support prices for marketable surpluses’of 
farmers is obviouslv a ticklish question. 
What has been agitated for is parity bet¬ 
ween the prices of farm commodities and 
industrial manufactures and occasional¬ 
ly also parity betwran domestic prices of 
farm commodities and their international 
prices. On the latter issue, the self-styled 
kisan leaders have become somewhat 
muted after attempts to export what two 
years ago miserably failed on the score of 
Indian wheat not being internationally 
competitive. The Agricultural Prices 


REPORTS 

Commission, for its part, did not rdy only 
on the ‘paid out* costs of the farmers plus 
the computed value of family and hired 
labour for arriving at its recommenda¬ 
tions on procurement/support prices. The 
clamour for ‘rumenerative prices’ had 
resulted in the commission taking into 
account also such costs as the rental value 
of the land and interest on owned fixed 
capital. This took full care of the interests 
of the large farmers who may not them¬ 
selves be cultivating their land and only 
supervise the farming. The APC, there¬ 
fore, made its recommendations on this 
basis, supported by independent studies 
of the cost of p'roduction. But the posi¬ 
tion of APC was compromised when after 
the changes in its name and terms of 
reference, the government fixed procure¬ 
ment prices at levels higher than those 
recommended by the commission. It was 
made to look silly once when it was 
directed to review and revise its own 
recommendations to suit the government’s 
convenience in dealing with agitating 
‘kisans’. 

It was around this time, early in 1983, 
that the question of kisan representation 
on the commission, which was still essen¬ 
tially an expert body, was mooted. But for 
nearly five years the move was stalled in 
one way or another by the commission 
assisted by the Planning Commission and 
enlighten^ opinion in the government. It 
seems, however, that the recent agitation 
of kisans in UP has forced the hands of 
the government which was feeling un¬ 
certain and insecure on other counts as 
well. The reconstitution of the Agriculture 
Costs and Prices Commission with repre¬ 
sentation to chosen farmers has come 
after keeping the commission headlines 
for nearly a year. It is yet another populist 
gesture but it can have grave implications 
for the evolution and implementation of 
a sensible farm policy after the severe set¬ 
back to farm pr^uction and productivity 
in 1987-88 and the ambitious targets of 
foodgrains production fixed for the re¬ 
maining two years of the Seventh Plan. 

But the sharp fall in foodgrains produc¬ 
tion in the drought year 1987-88 has 
actually called into question all the facile 
notions and myths associated with the 
much-trumpted ‘green revolution’. A study 
under the auspices of the Institute of 
Economic Growth by H Hanumantha 
Rao, a former memeber of the Planning 
Commis.sion. S K Ray and K Subbarao of 
‘unstable agriculture and drought’ has 
indeed been most timely and deserves 
special attention in this context. The study 
is an indictment of the new agricultural 
strategy launched in the mid-sixties and 
its aftermath. What the study has found 
is that far from generating impulses of 
growth with stability, not to speak of 
equity, the Indian farm sector has become 
in the post-green revolution period more 
unstable and more prone to the vagaries 
of nature. The success in dispensing with 
the import of foodgrains by enlarging. 
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through price incentives, the marketable 
surpluses from the farm sector to feed the 
section of the population with purchasing 
power, mainly in urban areas, has been 
vigorously lauded as the achievement of 
the green revolution. Even this claim no 
longer holds since it has been decided to 
import foodgrains this year to rapid 
replenish the buffer slock. This lends 
special importance to the study by Hanu- 
mantha Rao and his colleagues which has 
found that “agriculture growth (all crops) 
after the introduction of bio-chemical 
technology has failed to maintain its 
pre-196S level; it has fallen from over 3.0 
to around 2.6 per cent". 

The implications of these findings are 
disconcerting. Since overall growth of 
farm production has fallen and foodgrains 
production has just about maintained its 
level in the post-green revolution period 
when imports have been stopped, it means 
that the much-applauded ‘self-sufficiency’ 
in farm production, including in food- 
grains, has been achieved by dra.stically 
■educing the availability of farm produce, 
including foodgrains, fur the poor, 
especially in the rural areas. The other side 
of self-sufficiency for the country has 
been greater deprivation and more star¬ 
vation fur the ma.ss of the poor people in 
the country. If the rich furm lobby has its 
way with the government succumbing to 
its pressure, farm produce, including 
foodgrains, will not be available to even 
larger numbers of poor people lor want 
of purchasitig power. 

An important feature of agricultural 
development in response to what is called 
the new agricultural strategy, according to 
the .study of Hanumantha Kao and his 
colleagues, is a strung pull in favour of 
concentration of investment and infra¬ 
structural development in preferred 
geographical regions to subserve the in¬ 
terests of the upper segments of the 
landed interests in these region.s. The mass 
of the poor, the subsistence fainiers and 
the landless farm workers have been Icli 
out in the cold even as regional ipibalances 
have accentuated. This is further em¬ 
phasised by the fact (hat increases in pro¬ 
duction per hc'ctare have been achieved 
through signiUcant decline in employmeni 
per hectare and a rise in cash outlays. The 
result has been decline in purchasing 
powei and consei|ucnily decline in the 
absorpiion of foodgrains w iihin the rural 
areas. The rate of growth of wheat pro¬ 
duction has increased from 4 per cent pei 
annum in the prc-giccn icv'oliition period 
to ovei 5.5 per cent per annum in ilie post 
green revolution period. However, ihc 
growth rate of ricc production has tallcn 
from per cent per annum lo 2.4 per 
cent or by about 30 per cent. The tall in 
Ihc case of coarse grams, pulses and 
oilseeds has been .^0 per cent and above. 
The spurt in wheat production has not 
been so much due to the miiacle seeds and 
chemical fertilisers as lit infrastructural 
support, above all irrigation, fot the rich 
and middle farmers who have enjoved 
subsidised supplies of farm inputs to pro¬ 
duce marketable surpluses and enhance 


tbdr proHts from the marketing of their politicaf iafluenceat work ia the ihai^ 

surpluses. In the case of wheat too, of official policy. This question was 

however, a plateau has been touched. To actually raised at a seminar where the 

attend the 'green revolution’ both in study of Hanumantha Rao and his col- 

geographica] and social terms is, therefore, leagues presented the Hndings of their 

going to be difficult and will call for study. A former principal secretary to the 

radical reorientation of the agricultural prime minister, P N Dhar, put this ques- 

strategy so as to bring within its ambit not tion very well. He asked what could be ttw 

only growth and .self-sufficiency but also reason why the eminently sensible policy 

the objectives of stability, equity and adjustmqits put forward in the study were 

efficiency. not accepted and implemented by the 

The study by Hanumantha Rao and his government. 1b this the response was that 

colleagues covers a much wider ground this question fell in the arena of political 

than production growth. While calling for economy. But a study on unstable agri¬ 
radical reorfentation of the agricultural culture and droughts cannot be complete 

strategy in favour of greater emphasis on or even satisfactory without touching the 

jhe development of physical infrastructure conflicts of social and economic interests 

in the less developed regions, technology and political pulls and pressures associa- 

which is more suited to regions and farms ted with them. The fact is that a clear 

where labour is plentiful and capital scarce an.swer to the question posed by P N Dhar 

and institutional reforms, among them has been given by the government by the 

land reforms, the study also outlines reconstitution of the Commission on 

measures for drought-proofing, protecting Agricultural Costs and Prices. It is the 

employment and incomes.of vulnerable rich farmer with his economic power 

sections in drought conditions as well as enhanced by the operation of the green 

overhauling the public distribution .system revolution , and commanding a strong 

for foodgraims. In doing so, the study social base and political clout who is 

draws attention to some of the stark going increasingly to dictate terms on the 

features of the prevailing extremely in- farm front under the present political 

equitable socio-economic order in the dispensation, 

farm sector. As matters stand, the study 
points out, the cost of private irrigation 
tends to be nil in certain conditions which 
encourages water-intensive crops even 
while dry farming is neglected. The study 
makes a ca.se for drought-proofing 
measures rather than drought iclief. It 
estimates that 1,406 million mandays of 
employment were needed to be generated 
in the rural areas to protect th<' poor from 
drought as part of drought leliet mcasiitcs 
during 1987-88. Actually, the government 
has managed to provide, even if leakages 
arc not taken into account, hardly one- 
third of what was required. Thete has thus 
been a huge loss of employment and in- 
eunie lot the landless and the poor farmei 
on account of drought last ycat Combine 
this with wages in public works which 
tend to be lower than the .statutory 
minimum and the meagre component of 
payment in kind which puts the bene¬ 
ficiaries at the mercy of surplus farmers 
and gram traders for supplies of food- 
grains during lean season at blackmarkci 
prices. Additionally, the study finds that 
assets created by public works drought 
relief programmes arc oriented to benefit 
the landlords rather than the landless in 
ruiut society. About public distribution in 
foodgrains, the study makes a case for ex¬ 
tending Its coverage (o the entire popula¬ 
tion below the poserty line which, accor¬ 
ding to the authors* esiimuies, will cost 
baicly Rs 38 crore more than is already 
being spent by the government to run the 
public disiribuiion system in foodgrains 
t'oi the urban, including the afll^ucnt, 
consumer. 

With false claims about the so-called 
green resolution sharply repudiated and 
many myths about farm economy and 
rural society exposed, the crucial question 
that remains to be faced concerns to the 
motivating factors and the social and 
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hmby no M iRd iht mlonnMion ot Vm PUMc nu 
Miinet tnoutuiwh U'WM (irnfWM iBinriw » 
to mq Caninl OoMHnmanl *1 Dipiilmnl ol Campav 
Aftoir*. Naw MN und»r •uMtdlon (2) ql 8«einii2> Ottto 
Mpnopo h q * and ftoiin c a ito Tmdt f^adtoaa /tot IM. tor 
•pprovat to ttw ■aiiWBhmani ol ■ rtow undwWwiB' 
umMivnion BrwfpailicutotoOfttwprapoMlarqMtinilBr* 
Nanw 4 ol nw RofeonGO Muottwo 

ratod. Mokoi Chambow IV, 3fd Hoar. Na a marwl ^ iinl. 
Bombay 400 021 

2 CapMal Siruduro of ttw Appbeam O^nwoiwn 
Authorwod Capital Ra 2400milKin iMuod4 aubaotoad 
1 STttbmiban 

M a na goman t Mructoro o( ttw ApplicBni Organwatton 
mdlcaling ttw nanwa ol ttw Dooetora mefudmg ttw Managing/ 
Wtwto1towDwociora4Mafwgai.dawy n a M neolnduittwa 
wwod.abodyeoiporatom ana gadbyttwBoaidolDifoctof* 
conattoing ot a) SHn Dtnrubhat H Amlwni. Cfmmm 4 
Managrp Ometor. b) 8hn n amni l dal H Afflboni, Jpmt 
Mamimg Dmaor. c) Stm K Oopal Rao. Dnetof d) Stwi 
JR Stwh, Omelor. olSlwi Ml Bhakla. Ohmetor 0 Stwi 
T naimwhU Pai.Oomnr.gjShnVV Dwocha./Npmirwo 
OHwaae 0 t Mualnai CtwM i ft iw Mi nwnf CpiporwHan a/ 
Mtoj h) Shn 80 Shah Mpmnoo Draetar. 0«C I) Shn 
NH AfflbarM Eneunvn Dmcktr, i) Shrt MD Ambani. 
FMCuinw Opoctor kl BNi A D fVnbtra. fajOittwi OwrtPf, 
l>8hnN*hilR Mwiwani.QwaclPr 
todicato whottwi ttw pmpoatf miatoa to ttw oMbtalWTWig 
ofanowundartBMngoranowimMrvtown MawrUnl 
S Location of ttw now undortatung^dwwnitfuna Hatora. 
Tatuha-Choraai OwincI Surai. QuiarM Stall 

Capaat Strueiuro ot ttw fVopoaad undoiloUng Tho 
propooid undortMnng wi bo a MnN ol ttw aggicani 
oiganraHon and ttwfoiora ntti fwi havo a aapara to c i a pa a l 
attuGiuro 

7 In eaao ttw pmpoMi rattow to ttto ptodu t ll pniM or a ga. 
wpply.dMi*uben.ma(ko«ngoroonlmltfinrgaoito,aitt{toa 
MdiBato i| Nano ol ttw gaottaMieiao and ttrapoMd 
...wad Caiweliy a) TOMD TM. 

b) By producli AoMonttito TOO TPA. 0 ) Hydtogwi CywMa 
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The Forbidden Wood 


The anniversary of the Indravelli killing was observed this year 
with yet another killing of a tribal in Adilabad district. The 
difference was that this time there was no possibility of blaming 
the ‘extremists*. Also, the killing took place, not in the moderately 
forest-covered western part of Adilabad but in the substantially 
deforested coal and cement producing east. 


THE Indian state has an odd way of 
observing anniversaries. The anniversary 
of the Indravelli killing was observed this 
vear with yet another killing of a tribal 
in Adilabad district, with the difference 
that this time there was no possibility of 
blaming the ‘extremists’, and secondly the 
killing took place, not in the moderately 
forest-covered western part of Adilabad 
but in the substantially deforested coal 
and cement producing east. 

Indeed the killing took place within a 
couple of hundred yards from a big 
cement company located at the village of 
IJevapur and owned by the Birlas. ITjough, 
to be fair to them, they did not have much 
of a hand in the killing except through the 
incidental fact that but for their cement 
unit at Devapur, no government of 
Socialist India would have laid a motor- 
able road to that god-forsaken village, and 
then perhaps the divisional forest officer 
and the policemen who conducted the raid 
of April 24 and killed the 25 year old 
Naikapu tribal youth Cheneni Bhim, 
would haw had second thoughts about 
going all the way along a cart track just 
to recover a lorry load of logs of teak 
wood ‘stolen* from the forest. 

The Naikapu or Naikpod tribe Is a tribe 
that rarely catches the news headlines. It 
is relegated to the third place by the 
Gonds. who are said to be nummcally the 
largest tribe in the country, and the Lam¬ 
badas, who are certainly the most success¬ 
ful conununlty in tackling what the tribals 
would perhaps call the ‘non-tribal pro¬ 
blem* if they used the same logic that.we 
use when we talk of the ‘tribal problem*. 
In comparison with the Gonds who have 
a proud sense of their own history that 
includes the kingdom at Aheri, and their 
, own language and culture complete with 
a whote community of bards, the Naikapu 
people are a miserable lot. Th^ live on 
the fringes of the Oond settlements, 
possess no language of their own and 
speak mainly Iblugu and a little bit of the 
Gond tongue, have never had a history 
worth recounting to other people, and eke 
out a living on pttty cultivation and lately 
wage labour. Their names and clan names 


resemble closely those of the Gonds—for 
instance Bhim is the most common name 
for men—and indeed there is little sense 
of alienness between the two communi¬ 
ties. They are thinly spread out in the 
upper reaches of the Godavari forest; in 
AP the forests near Asifabad in Adilabad 
district and the Mahadevpur forest of 
Karimnagar district. 

Cheneni Bhim belonged to the hamlet 
of Maddimada in Devapur panchayat. 
The Naikpods of Maddimada are a rare 
instaiice of ‘civilised* Naikpods. The sole 
reason is the cement factory at Devapur 
that has given them employment as un¬ 
skilled labourers in compensation for the 
lands taken over for the construction of 
the factory. From there some of them have 
even graduated to the status of mine 
workers at nearby Bellampalli. And today, 
in a rare reversal, they even look down 
upon the Gonds of the other hamlets who 
have not had the privilege of losing their 
lands to the cement factory and therefore 
did not acquire civilisation in recompensa 

It was the Gonds of neighbouring 
Jaitugudem who were first attacked by the 
taiding party on April 24 this year. The 
men had mostly gone out to work and the 
women were at home. The time was about 
2 pm when the raiding party led by the 
divisional forest officer (DFO), Man- 
cherial, and consisting of about a do/cn 
forest department employees, and double 
the number of armed policemen and hired 
labourers, reached Jaitugudem. Earlier in 
the day and during the previous two days 
they had raided Salegudem, Sarpanchi- 
gudem, Peddapuram, Sonnapuram and 
Lalagudem and seized about seven lorry 
loads of teak wood. They had even col¬ 
lected fines from the errant people at 
Devapur. But now at Jaitugudem they en¬ 
countered resistance for Uie first time The 
news of the earlier raids had been filter¬ 
ing down into this hamlet over the 
previous 48 hours, and they were enraged 
and prepared to resist the .seizure. The 
police have even alleged a prior conspiracy 
of the Gonds to attack the raiding party, 
but when questioned about it the tribals 
have a simple and convincing reply: ‘if 


there had been such a conspiracy, there 
would not have been only one casualty, 
and it would not have been only on our 
side’ 

Conspiragr or no conspiracy, their 
resolution to defy is understandable 
Other things apart, in a situation where 
it is ill^al to take teak wood from the 
forest and where one has to walk long 
distances to find any teak wood at all, it 
takes a couple of months of tedious col¬ 
lection of wood to get mough for one 
house Hie limestone and coal deposits of 
Adilabad start just about here and spread 
to the east. The semi-circular arch of the 
Singareni Collieries starts at Bellampalli, 
about 20 kms to the east, and lime stone 
quarries abound all over, cement being 
produced right at Devapur, and then at 
Mancherial 27 kms to the east, and again 
at Bikkellapalli, further to the east across 
the Godavari river. Thus one has to trek 
long distances to the west to find any teak 
wood at all. And so when the forest of¬ 
ficials seize the wood it is not so much the 
wood as the tedious labour of months that 
is seized. 

And then there is the injustice of it all; 
first they are told that their forest is now 
reserved for other people and they cannot 
use it even to gather wood for thdr huts; 
thoi they are told that an Integrated Tribal 
Development Agency (ITDA) is set up to 
look after their welfare, including housing; 
along come the ITDA officials to tell them 
that houses have been sanctioned for 
them, that ITDA will supply them with 
tiles, and deposit money with the forest 
department so that they can collect wood 
from the forest for rafters and pillars. By 
this roundabout method they are again 
given access to the forest wood that never 
belonged to any body but them in the first 
place. But there is a rider to this benevo¬ 
lence: the forest department allows them 
to collect only an inferior variety of wood 
that will rot within nine months; and 
hence they collect the forbidden teak. 
What upsets them is that they are punish¬ 
ed for collecting the minimum amount of 
wood necessary for building a one-room 
or two-room hut, whereas ‘big people* get 
away with massive smuggling. They point 
out—without any prompting—to the pro¬ 
minent Congress leader of Adilabad 
district, Sudhakar Rao^ an immigrant 
landlord by descent, an engii^eer by train¬ 
ing, a minister once upon a time, and a 
polished man whom even the well- 
intentioned anthropologist von Haimen- 
dorff regarded with respect (though the 
Gonds would not know this) as the kind 
of leader who could do justice to the 
tribals. Some years ago, the Gonds point 
out, teak logs worth about 3 crore rupees 
were discovered in his backyard, and the 
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papers made a to-do about it; what has 
hem done to him? Nothing, of course. 

And so, all things put together, they 
decided to resist the seizure. The DFO 
must have suspected that some such thing 
would happen, for he requested the 
superintendent of police for armed escort, 
and he got a sizeable party. They were 
armed with machine guns, say the tribals, 
and it is believable since automatic 
weapons have become the common play¬ 
things of the policemen in NTR's king¬ 
dom, but the circle inspector of Man- 
chcrial denies it and adds that the stupid 
tribals would not know an automatic 
weapon from a 12-bore gun. He is pro¬ 
bably being truthful but there would cer¬ 
tainly be no occasion for surprise if the 
police did carry automatic weapons. The 
police of the district have generally been 
vary of the tribals—especially the Gonds— 
ever since Indravclli. The memories of that 
incident have never been eradicated from 
the minds of the policemen. TWo years 
ago, just bcfoie the anniversary of the 
firing, the police dynamited the massive 
ted-colourcd memorial built in com¬ 
memoration of the martyrs of Indravclli, 
utul blew away a pan of it. However, the 
district had a reform-niinded collector 
with a notoriously pro-tribal bias, and he 
insisted that the government rebuild the 
memorial. He argued that it should not 
be seen iti the context of suppression of 
the naxiilitc niovemetil, but rather as a 
matter ot inbai pi ide and sense of injury 
done to them. It is a remarkable feat that 
he presailed upon the ginet timopt ahd got 
the monument rebuilt, hummer, sickle, md 
flag and all. 1 he police, of course, could 
not stomach this. Notwithstanding the 
fact that it was rebuilt at the instance of 
the district collectvir who is also the 
district magistrate and the putative head 
of the law and order machinery of the 
district, they set about undoing it. in a 
burst of patriotic perversity, this April, 
they painted the monument white and 
replaced the red flag with the national 
tricolour. But Nature is having the last 
laugh, according to rumours. The police¬ 
men naturally used an inferior quality of 
paint, and the white is .slowly fading in the 
sun and the ruin, to res'eal the resilient red 
underneath. 

Anyway, a sizeable posse of the District 
Armed Reserve, led by a head constable, 
accompanied the DFO and his men to 
Jaitugudem oh the afternoon of April 24. 
The hired labourers who had bam brought 
expressly for that purpose, started pulling 
out the wood from the huts. I'hc women 
ol the houses gathered around and pro¬ 
tested. and soon men from Maddimada 
joined them. They pleaded with the DFO 


not to take away the wood they had col¬ 
lected. The DFO tried to take advantage 
of the communal difference and told the 
men of Maddimada that the seizure at 
Jaitugudem was in any case cmnplete and 
they had no intention of imnding the 
Naikpod hamlet. This did not work, and 
all the tribals demanded in one voice that 
all the seized wood must be returned. 
When the officials refused, the Gond 
women became restive and ‘assaulted* the 
policemen with their hands and broom¬ 
sticks. The policemen then fell on them 
and thrashed them savagely with'lathis 
and rifle butts. Six of the women were 
very badly injured and laid up for nearly 
ten days. 

It was then that the men from Mad¬ 
dimada reacted and threw stones at the 
policemen. Later the police were to claim 
that the tribals threw eiqslosives at them, 
but even on record they have not seized 
a single explosive nor a singie fragment 
of an explosive. The dreie inspector of 
Mancherial explains this by saying that the 
explosives contained only stones, which is 
as ridiculous an explanation as any one 
can conceive. In any case; the government 
doctor who treated the iqjured policemen 
—just one of them had a gashed Up and 


g couple of-btoken teeth—is dit^orica] 
thid none of them had iojuries caused by 
aiv kind of explosive known to dviUsa- 
tion. Notwithstanding this, 16 tribali now 
stand chaiged with having assaulted 
government servants lawfully doing their 
duty with explosives causing grievous 
iqjury to them. 

The police then opened fire; of course. 
There was no one present at the spot— 
neither an executive magistiate nor the 
sub-inspector of Devapur police station- 
authorised by law to order the opening of 
fire to control the ‘riotous molf. A head 
constable of the Armed Reserve has no 
such powers, and much less does a forest 
offidal. But order fire the head constable 
did, and Cheneni Bhim feU almost in- 
s^tly. IVvD Gonds bent down to pick him 
up and take him awi^, and the police fired 
at them and iqjured them severely. Thqy 
were hospitalised for a long time with 
bullets lodged inside them. Knowing full 
well that the firing was illegal even by the 
kind of legaUty the Criminal Procedure 
Code believes in, the police have been 
forced to fall back on the ‘self-defence 
thesis. And that is why the stones thrown 
at them had to become explosives. 
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Reappraising lUbal Movements—IV 
Current Situation 

Nirnial Sengnpta 

The prognnuae of the Jharkhand movement, among the more 
successful regional movements, is the outcome of long years of 
struggle on various fronts. It is the literary and cultural 
movements which have laid the foundation for a lasting unity. 


regional movements of north-east 
India and Jharkhand am well known. 
They have also been recorded in Gond 
areas of M P and from Dang in south 
Gujarat. The movements in the north¬ 
east, though they command only a small 
number of people have succeeded in 
achieving regional autonomy. In other 
parts, in spite of the numerical strength 
and long tradition, very little has been 
achieved as yet. There are four different 
reasons for that. 

(1) Division: Of the major communities 
none is concentrated in a single state: Each 
cultural region extends in several states: 
Jharkhand in four, Gonds in five and the 
western Indian region in four states. 

The affected population everywhere 
have been divid^ as ‘scheduled tribes’ 
and non-tribals. The mythical historic 
identities divide them in their interests. 
The north-eastern regions did not face this 
problem. In Nagaland and Mizoram 
about ninety per cent of the population 
have been enlisted as scheduled tribes 
which did not divide their rank. In the 
western region the tiny area Dang alone 
has succeeded in raising autonomy 
demand because here too the majority 
of population has been marked as a 
scheduled tribe. 

Since economic and social conditions 
too were taken into account during the 
enlistment the better-off communities of 
the concerned regions got excluded from 
the scheduled tribes list. Snce they are the 
one who have the greatest potential to 
supply leaders, their cultural alienation 
deprived the poorer sections of the 
necessary leadmhip Observers have felt 
that the discontent among the tribes “has 
only been successfully converted into mass 
action wheaoutsiders filled what has been 
called the tribal ‘leadership vacuum”’ 
.iJones, 1976]. 

(2) Distortion: The primitive image 
assoriations created by tire word ‘tribe’ not 
only harm the movements by robbing the 
prite of the participants but also prevent 
(•then from taking them seriously. Theirs 
is 'protonationalismi-experts (sitf) write: 
liven sympathetic Journalists like Anin 
Sinha (1987) finds tribal immaturity in 
'he emergence of ‘Mahatma*, ‘Marang 


Gomke' (supreme leader) or ‘Guruji’ 
cultures among than, overlmking the fact 
that ‘Bapuji’ and ‘Net^ji’ cultures did not 
deta national freedom. K Suresh Singh, 
whose work as an administrator and 
scholar has earned him a very high repute 
among the Jharkhandis, characterises the 
regional movements under consideration 
as ‘separatist’: “Hiere was a combination 
of reasons that explained why Chota- 
nagpur became the centre of the separatist 
movement!’ [Singh, 198S: 197]. Axivists 
of the concerned areas have to counta in¬ 
cessantly such false characterisations. 
Their Ic^ty to the country is always in 
doubt: a fate which the regional parties 
of Andhra, Assam and elsewhere had not 
faced. 

(3) Historical Deficiency. In exposing a 
myth one should not create anotha. They 
genuinely have some deficiencies like the 
lack of a lingua franca, a homogeneous 
culture and long-standing political unity 
considered necessary for regional identity. 
To properly appreciate this aspect 
howeva, one should remember that every 
subnatioiudity in India had comparable 
deficiencies in one asp^t or the other in 
their formative stages. Some of them have 
hot yet been able to develop internal 
homogeneity in all aspects. Indeed, one 
does not know what exactly are the essen¬ 
tial requirements for the emergence of a 
nationality. The Stalinist criteria ha e 
been disproved in many instances. Or.' 
does not know whetha their present levels 
of development in language and culture 
are sufEcient for that although there is 
scope for reinforcement. 

Simultaneously, it needs' tiointing out 
that the actual deficiencies have invariably 
been overemphasised by social scientists 
under the influence of the evolutionary 
paradigm. A nascent lingua franca for 
example, exists in most of the cultural 
regions. In Jharkhand, Sadani, in eastern 
MP Maridlaha akinto Gondi and Bagheli, 
Halbi in Bastar region and Bhili in western 
India' are widely spoken. But little was 
known about the wide acceptance of 
Sadani language until the Jharkhand 
movement upheld its status [Keshari, 
1982]. About the other languages little is 
known as yet. Besides, the int^ration that 


has been brought about by c^taUsm 
mutt also be taken into reciwning. With 
the expansion of markns and large-scale 
immigration people have learnt languaj^ 
than their motha-tongue. The Nagas have 
been able to accept a regional language 
although communities there often do not 
understand each other’s mother tongue. 

(4) Suppression: Last but not the least 
important factor in contiuning the 
development of regional movements in 
these regions is repression. In this aspect 
too the created image brings worse treat¬ 
ment for them. Not many wouU consider 
that uncivilised, primitive people deserve 
humane treatment. Even the little- 
informed guardians of law and order 
know that they are fond of drinks, have 
a ‘loose morality’ etc,—thanks to the con¬ 
tribution of anthropologists. 

In middle India the Jharkhand region 
combines several features which gave it a 
place of the foremost importance in 
regional movements. It has suffered the 
worst disaster from industrial expansion 
and the least from the divisive policies. 
Half of the region was retained in a single 
state, Bihar; a greater proportion of local 
jreople were marked scheduled tribes. In 
addition, Jharkhand is also well-advanced 
in literacy and education. It is in this area 
therefore, that the complex rtature of 
dominance has been best understood. By 
now they have been able to develop a pro¬ 
gramme which rejects the weakening 
factors. Here are a few excerpts from 
the declaration of the Jharkhand Co¬ 
ordination Committee, adopted in 
October, last year: 

3 Summing up the experiences of the cen¬ 
turies old Jharkhand movement the activlits 
unanimously declared through this forum 
that the Jharkhand question is in essence a 
nationality question... 

7 The foundation of the claim of this 
political-geographic region is its cultural 
unity, geophysit^ uniformity and structural 
similarity of economic life, which differ 
noticeably from its neighbouring areas. Since 
all the 21 districts (in Bihar, Orissa, MP and 
tMst Bengal) form the integral part of this 
cultural unit having the same historical 
background and tradition any proposal 
which narrows down the proposed taritory 
is bound to be anti-people because it 
disregards the aspiration of the people, 
divides them and is unable to solve th^ buic 
problems... 

10 The co-ordination committee rategori- 
cally declares that all the sons of the soil, 
both the tribes, the Sadans and others who 
share a common histoiy and cultural heritage 
and practice a common value system of 
Jharkhand are indispensable parts of 
Jharkhandi people, are Jharkhandis. The 
Jharkhand movement is the movement for 
the emancipation of these people, therefore: 
any attempt to divkie them in terms of tribes, 
Sadans, Christians, Hindus, Sarnaites or 
Musalman will be firmly resisted. 
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12 The co-ofdination committee feels that 
the Jharkhud mowmem should not be con¬ 
fined within the level of politics alone but 
should also involve social, economic, cuhuial 
and literary movements which too reflect the 
aspirations of the Jharkhandi people. 

The prognunme is the outcome of lone 
years of struegle on various fronts. Some 
important landmarks in the struggle are: 
Mayurbbanj agitation for mnger with 
Bihar in 1949, the displaced persons 
movement, that began with the Damodar 
Valley Project and Bokaro Steel factory 
and matur^ in the seventies to resistance 
struggles at Subarnaiekha and Koel-Karo 
projects. These brought all the local 
people together. The worker-peasant 
movement of 1973-74 in the formative 
period of Jharkhand Mukti Morcha was 
another landmark. In the post-emergency 
phase of broad democratic movements ail 
the political parties came together in 1977 
to form an All Puty Sangharsh Samiti. 
None of these fronts on economic and 
political issues persisted for long, being 
vulnerable to the divisive propaganda. But 
the foundation for a lasting unity has been 
laid meanwhile by the literary and cultural 
movements. Among those of particular 
importance is the 01 Chiki script move¬ 
ment among the Santhals to resist the 
cultural alienation from one another 
especially of the younger generation in 
different states. Santhals in the three states 
had to learn Santhali in three different 
scripts and their literature was becoming 
unintelligible to one another. Similar 
efforts have been made among some other 
communities though with less success. 

Of late, there has occurred an explosive 
growth of literature in almost all local 
languages in Jharkhand area [Keshari, 
1982], In the democratic political wave of 
1977 a short-lived journal Shalpatra 
helped to bring ail the intellectuals to 
a single forum. Jharkhand Regional 
Intellectuals’ Conference was held in 
May, 1978. The fonpation of IKbal and 
Regional Languages Department in Ranchi 
University provided a fillip to the move¬ 
ment. The department not only promoted 
teaching, propagation and scientific 
investigation of Jharkhandi languages, 
but also brought leading intellectuals from 
all parts of the region and from all com¬ 
munities into a perpetual exchange of 
ideas. 

The department could induct from 
abroad personalities like Ramdayalu 
Munda, the present vice-chancellor of 
Ranchi University, Beside being a linguist 
he is also a good musician and with hb 
encouragement and guidance cultural ac¬ 
tivities too made substantial progress. 

. Over the years the same group of leading 
intellectuals organised several overnight 
programmes in all the different languages 


in interior villages. It is the staff, students 
and the associates of dds department who 
have been instrumental in bringing all the 
organisations supporting the Jharkhand 
movement, into a single co-ordination 
committee; 

If the Jharkhandis succeed in their 
struggle they will probably inspire others 
in middle Indian hilly regions to take the 
same course of action. Already the influx 
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of industrialisation and the csttension of 
the river valley inojeca have greatly ttined 
the Gond and UiQ areas. Over die years 
of extension of educational facilities the 
people of these regions too have acquired 
an intelligentsia. By the end of this cen¬ 
tury therefore, a totally different picture 
may emerge in the test of middle India. 

(Concluded! 


Czechoslovakia: Reforming under 
Pressure 


Since the Soviet military intervention in 1968, Czechoslovakia has 
been following a model of socialist economy which, while far 
removed from the reforms of the sixties, does however continue to 
retain some elements of continuity with the reforms of the late 
fifties in a substantially altered form. 


LIKE its other centralised neighbours in 
eastern Europe, Czechoslovakia too was 
no exception in - copying the Soviet 
economic and organisational structure 
during the post-war period.' And like 
most other countries in eastern Europe, 
it had very soon to cope with the several 
rigidities and irrationalities brought about 
by the wholesale adoption of the Soviet- 
type model. The liberalism ushered in by 
the llventieth Congress of the Soviet 
Communist Party in 1956 led several 
countries to experiment with new ideas 
and still newer methods of economic 
organisation. In the case of Czechoslo¬ 
vakia, the process started as early as 1958 
and had some similarities to what was 
later implemented in East Germany and 
Poland, though the final outcome was 
very different from the subsequent fate of 
economic reform in the other two 
countries. 

While the move towards economic 
reform ended with a return to centralisa¬ 
tion in East Germany and to its eventual 
fossilisation through militarisation in 
Poland, the process came to an abrupt 
halt in Czechoslovakia with the Soviet 
military intervention of 1968. Since that 
date, Czechoslovakia has been following 
a modified version of the tratfitional 
system of state ownership'and centralised 
planning, making it extrmnely difficult to 
not only speculate on the future course of 
economic reform in that country, but to 
also distinguish its present working from 
its radical beginnings in the middle six¬ 
ties. But the Czedi experience with reform 
merits attention not only because of its 
intrinsic value, but also for the reasons 
underlying itt eventual failure; which are 


espedaily instructive to those who tend to 
ovemtimate the extent of flexibility in an 
economic system which has bireome 
strongly resistant to partial change. 

Emphasis on Piecemeal Change 

A cursory view of the early initiatives 
towards substantive reform in Czechos¬ 
lovakia in the late Hfties reveal a preoc¬ 
cupation with making the systqm work 
better within the contours of the centralis¬ 
ed model. Enterprises were reorganised in 
such a manner that smaller units were 
formed into a composite enterprise pro¬ 
ducing a specific commodity. Still others 
were grouped into trusts (or unions of 
enterprises) which were administered by 
the management of these entoprises, and 
not by bodies such as the glavki in the 
USSR. The trusts looknl after plan co¬ 
ordination. investments and supply opera¬ 
tions of other associated enterprises. 
Preserving the principle of vertical links 
characteristic of Soviet-type economies, 
enterprises and trusts functioned on long¬ 
term contractual orders from.customers. 
The net-work of these agreements form 
the annual plan and are passed over to the 
industrial ministries, and finally to 
Gosplan. And it is the latter whidi ensure 
adequate material supplws whidi are con¬ 
sistent to the objectives of the long-term 
plan.^ 

The partial nature of these reforms 
might appear to the superfidal observer 
to be uncomfortably similar to the tradi¬ 
tional model of the SoWet-type. But a 
closer look would reveal a different pic¬ 
ture. Even while Gosplan is responsible for 
drafting broad macro-economic objectives 
with special emphasis on key targets for 
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key iadiutrio pvticubr attention ii laid 
on the long terni. Thui, output taigets aie 
not decided by the minittriec but ait left 
to the enterpiiaei tdu) are allowed to func¬ 
tion on a long-t^ basis, which is nor- 
nu^ five years. Similarly the incentive 
system b to arranged that nterprise direc¬ 
tors, far from underestimating their pro- 
ductkm capabilities; are encouraged to bid 
high, but the danger of over-fulfilment 
becmniog an end in itself (what Wolczyn- 
ski lefemd to as ‘production fedthism*)’ 
is checked by the fact that plan over¬ 
fulfilment carries with it no particular ad¬ 
vantage: The enterprise can decide within 
limits how to use its own profits.* 

It may be lec^led here that most coun¬ 
tries of the Soviet bloc have a system of 
employment which presents a completely 
paradoxical character in that a shortage 
ip manpower coexists with an excess in 
manpower: full employment at the macro 
level goes hand in hand with underemloy- 
ment at the micro level. While the reasons 
for this are many, what is important to 
note here is the necessity to guard against 
the tendency to treat the level of unem¬ 
ployment as a primary regulator: in the 
Soviet-type system, the reasons for full 
employment are to be sought not in the 
policies of the leadership, but in the mode 
of economic regulation characteristic of 
these economies, which as Chavance 
notes, invariably implies chronic shortage 
in all key sectors of the economy.’ Full 
employment is guaranteed at the macro 
level not only by the fact that everybody 
has a right to a job but also, and this is 
important, by the acute shortage in man¬ 
power. But it is ‘full’ only in a formal 
sense since it is common to find highly 
trained technical personnel occupied 
purely administrative affairs. One of the 
serious deficiencies of Soviet-type 
economies lies in the fact that the system 
of technical education is not meaningfully 
related to the needs of the economy: a 
deeper look into the layers below can 
therefore do much to illuminate the pro¬ 
found contradictions underlying the ac¬ 
tual functioning of these systems. 

Thus, in an economy where under¬ 
utilisation of manpower is caused by 
laigdy systemic imperatives (ie, by the 
tendency of the enterprise director to 
hoaid manpower to meet the taut produc¬ 
tion taigeu imposed on him from above), 
managers in Czechoslovakia were en¬ 
couraged to fulfil their targets without 
employing additional labour. Conversely, 
rewaidl were given for plan fulfilment 
through the most economical means. Ac¬ 
cording to Nove: “The Czech system is in¬ 
tended to create a direct connection bet¬ 
ween the financial ptMition of the enter¬ 
prise and its ability to fiilfil the re¬ 
quirements of its customers. It diminates 


tte interest, which Soviet enterprises still 
have; in modest output and profit plans, 
it encourages high bids and long-term 
aims on the part of enterprises by relating 
rewwds to increases over the previous 
period, accoidii^ to rules fixed for several 
years ahead. It gives much greater freedom 
to enterprises in the disposal of their 
financial resources. It goes far in elimi-- 
luting the incentive to produce goods no 
one wants, moely to ftilfiJ output plans 
decided by the higher authorit^’* 

Lessons of the Sixties 

In retrospect, it is clear that the 
economic crisis iii Czechoslovakia on the 
eve of the Soviet intervention in 1968, 
stemmed in large measure from the dif¬ 
ficulties of adopting the Soviet model of 
centralised planning and management 
under Czechoslovak conditions. But the 
Soviet military action was significant for 
other reasons as well: it effectively closed 
the opportunity for a transition from 
command economy to market socialism 
based on political pluralism by peaceful 
means.’ No sooner than the reconstitu¬ 
tion of the Czechoslorak economy upon 
the Soviet pattern was complete (the 
Czechoslovak adoption of the Soviet-type 
modd dates back to 1948), in the early fif¬ 
ties, serious difficulties began to emerge 
in the management of the economy stem¬ 
ming largely as a result of over-centra¬ 
lisation. The first set of reforms (initiated 
in the late fifties) was thus aimed at selec¬ 
tive decentralisation and improving the 
economic system described earlier. The in¬ 
itial positive impact of there reform soon 
gave way to still other imbalances within 
the economy resulting in recentralisation 
in the early sixties though this did not pre¬ 
vent further deterioration. 

It was the failure of ncenlmlisation to 
solve problems that were earlin supposed 
to have been caused by decentralisation 
that led economists and planners to the 
idea of incorporating the plan and the 
market. Even while prejudices against the 
market ran high, the discontent with the 
prevailing economic system was so wide¬ 
spread that it logically fadliuted what 
later came to be known as market soda- 
Usra.* The 1965 reform was inaugurated 
by the pubUcation of the Main Directions 
for the Improvement of Planned Manage¬ 
ment of the National Economy. This im- 
porunt document called for the virtual 
elimination of obligatory targets, flexible 
competitive pridng and considerable 
decentralisation of investment dedsions.* 
Despite bdng radical in many respects, the 
fact that the document was a compromise 
between progressive and conservative 
farces lent it the character of wanting the 
cake and eating it toa White calling for 
the elimination of compulsory production 


largets, the document continued to affirm 
the important role played by the central 
plan. Similarly, ‘flexible competitive pric¬ 
ing’ in practice meant only ten per cent 
of prices were free. Even while the reform 
had begun to be implemented from 1966, 
very little was accomplished in the next 
two years. Meanwhile, support for a 
decentralised system along market lines 
began to gain ground among academics, 
planners and managers and the leadership 
was compelled to reorient the objectives 
of the reform by making them more 
specific and consistent. 

This resulted in the publication of The 
Principies of Accelerated Implementation 
of the New System of Management which 
went a long way in removing the am¬ 
biguities contain^ in its predecessor. The 
reform proposals envisaged a ‘guided’ 
market economy in which the role of the 
central plan would be restricted to draw¬ 
ing up broad macro-econom'; targets, but 
be in a manner where these .argets would 
not be disaggregated amon ; enterprises in 
the form of compulsory |: (an dimtives. 
Thus, while the market would play an im¬ 
portant role in determining output ded- 
sions in the short-term, the state’s long¬ 
term objectives would be implemented by 
credit policy—macro-economic equili¬ 
brium was to be determined by wage and 
price policies."* Enterprises were to be 
virtually free in determining their plan 
targets. They were not to receive 
obligatory plan instructions but were to 
be impelM to maximise gross income. All 
decisions relating to choice of inputs, out¬ 
puts, suppliers, appointments, etc; were to 
be left to the prerogative of workers’ coun¬ 
cils which are elected by the workers 
themselves. Gross income was to be divid¬ 
ed into three major funds for the payment 
of wages and bonuses, for social aiad in¬ 
vestment activities and for reinvestment, 
technical development, tax and loan 
repi^ments. As far as jmees were concern¬ 
ed, retail prices were to be eventually 
determined by the market, but would in 
the short-term be subject td controls from 
the centre to prevent inflationary 
pressures. The replacement of centralised 
planning by nominal planning meant that 
the guidance of the centre was limited to 
the use of indirect tools (economic levels) 
and not by the imposition of obligatory 
production quotas to enterprises. The en¬ 
tire network of these measures were to be 
carried through after the overall revision 
of wholesale prices which was put into ef¬ 
fect in January 1967. 

However, and this may be said to have 
been the turning point, the price revision 
was not very successful, causing he 
political leadership to reduce the pace of 
economic reform. Once again as Oldrich 
Kyn notes, implementation lagged behind 
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Scale, Location and Diversification 

Sugar Mill Industry in India 

Su^jaya Bam 

While significant mill-ievel economies of scale do operate in the sugar industry, such economies are not always 
exploited due to specific historical, institutional and locational barriers which act as fetters on capacity expan¬ 
sion. Diversification is one response to a firm’s inability to exploit scale economic. Another response is to turn 
the mill sick and either close it down or invite state take over. 


1 

Introduction 

THAT sugar policy in India is woven as 
much by the political warp as the economic 
woof is by now a wrell known fact. Even so, 
it comes as a surprise when intense political 
lobbying surrounds the formulation of such 
‘rechtiicar aspects of industrial policy as the 
specification of what constitutes the 
'economic size' of a sugar mill in a ‘back¬ 
ward area’. According to a recxnt report ap¬ 
pearing in the Financial Express (April 24, 
19HK) as many as a hundred members of 
parliament belonging to the Congressfl) 
Party petitioned to the prime minister 
against the recommendation of a study 
group, appointed by the government, that 
the minimum size of a sugar mill should be 
at least 2500 ted (tonnes of cane crushed per 
day) even in backward areas. These MPs 
demanded that the size be reduced to 1750 
ted and suggested that otherwise the policy 
would favour western UP and Maharashtra 
and militate against states like Orissa and 
Dihar. 

Whatever the merits of the argument the 
fact is that it is really very difricult in a sub¬ 
continental country like India to arrive at 
any single figure to define the ‘minimum 
economic si/e' (mes) plant for a sugar mill 
given the regional diversity in terms of cane 
quality, land distribution and .spread of 
existing and old mills which do not exit from 
the industry for a variety of reasons and 
compete for cane with new, and more effi¬ 
cient, mills. 

Apart from the quality of cane, the size 
ol a plant and the distance a mill is required 
to go in search of cane are crucial to the ef¬ 
ficiency of production in the sugar mill 
industry, it is important to understand what 
rule the latter have played in the economics 
of the sugar mill industry in India since it 
is often assumed that economies of scale ate 
not significant in this industry (M M Mehta, 
1955). indeed, this aspect of the mill 
industry has not. been adequately explored 
or explained in existing literature. The pur¬ 
pose of this paper is to examine some issues 
relating to these aspects of structural change 
in the sugar mill industry. We shall also 
briefly examine the implications of some of 
these features for firm level strategy in an 
industry that has witnessed major changes 
in its location, ownership structure, plant 
size and so on. 


In the ensuing discussion we make a 
distinction between three categories or units 
to which the concept of size relates. The Erst 
is a plant which comprises a tingle produc¬ 
tion process beginning with the crushing of 
cane and ending with the manufacture of 
white crystal sugar. Plant capacity refers to 
the capacity of a given production line to 
crush a given amount of cane in a working 
day. The second is a mif/which may consist 
of more than one plant. Where there is a 
single plant the difference between/»/// and 
plant would largely rmnain theoretical. A 
single mill may comprise two or three plants 
each assembled in separate sheds within a 
given premise. The third concept is that of 
a firm. A firm is a business enterprise. A 
sugar manufacturing firm may comprise one 
or more mills each located in different 
places. The discussion of scale economies 
in the theoretical literature refers to all these 
three levels. In our discussion we shall 
mainly discuss plant and mill level 
economies and only briefly refer to firm level 
economies which are essentially managerial, 
organisational and financial. Purely 
technical or engineering economies of scale 
are relevant only at the plant and mill level. 

In this paper we tagin with a brief 
theoretical discussion on economies of scale 
in manufacturing and proceed to examine 
the actual experience in the Indian sugar mill 
industry. At the outset it may be relevant to 
note that there is an important distinction 
one must draw between the potential 
economies of scale and those actually 
realised. This distinction is important in 
understanding why givoi size-distribution of 
mills or plants may actually exist even if 
theoretically potential scale economies 
would warrant an expansion in the average 
size of mills or plants. 

It is our contention that even when a case 
exists for expansion in mill or plant size this 
may not actually occur on account of a 
variety of countervailing tendencies. 

II 

Economies qf Scale in 
Manufacturing 

It is a commonplace postulate of the 
theory of the Tirm and the theory of costs 
that a long-run negative relationship exists 
between unit avenge costs of production of 
manufactured goods and the scale pf pro¬ 
duction. In short, economies of s^e are 


derived as a result of reductions in average 
costs with increase in scale of output. IWo 
distinctions need, however, to be made in the 
characterisation of scale economies. The 
first, as we have already indicated, refers to 
the difference betweenyirm and plant level 
economies. The standard theory of tlw firm, 
specially the early litemtuie on the suucture 
of industry, addressed itself essentially to 
economies of scale at the level of the firm.' 
E A G Robinson defines the ‘optimum firm’ 
as a “Hrm operating at the scale at which 
in existing conditions of technique and 
organising ability it has the lowest average 
cost of production per unit, when all these 
costs which must be covered in the long run 
arc included”. The term unit quite obviously 
refers to a ‘managerial’ rather than a 
‘technical’ unit since both existing level of 
technique and ‘organising ability' are 
includ^ in the deHnition of the scale 
economies. Robin.son quite clearly does not 
adequately distinguish between firm and 
plant often treating them as coterminus.^ It 
is mainly in the more recent empirical 
literature that this distinction is more clearly 
drawn. Here, ‘technical economies of scale* 
are distinguished ftum the managerial or 
financial economies.' 

The second distinction which applies both 
to firm level and plant level economies is a 
distinction with reference to the unit of com¬ 
parison, that is, whether one is making inter¬ 
temporal or cross-sectional comparisons of 
scale economies. An intertemporal com¬ 
parison would imply the estimation of 
changes in average unit costs, over time, for 
actual changes in plant or firm capacity. A 
cross-sectional comparison would imply an 
estimation of average unit costs of produc¬ 
tion at a given point in time across different 
firms or plants operating at different capa¬ 
city levels. Practi^ convenience apart there 
are other reasons why the latter may be a 
more reliable way of measuring scale 
economies. This is due to the fact that 
any inter-temporal evaluation of scale 
economies, would have to eliminate the 
effect of technical change, which may have 
occurred over time, on unit costs. For, after 
all, any assessment of scale economies is 
made with the proviso—ceteris panbus— 
and such a proviso catmot be expected to 
bold over time in any dynamic industry sub¬ 
ject to technical change.^ Apart from 
technical change several other factors which 
are internal and external u> a firm or a plant 
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may also change whidi means that it is 
.impl y impossible to auume that Either 
t hing a remain eqnaT. If diis is to then inter¬ 
temporal variations in cost of production 
cannot simidy be attributed to changes in 
scale of output, if aiv, which makes cross- 
sectional studies more ndiriik in making any 
assessment of scale economies. 

Pratten, for instance^ suggests that, if it 
were possible to make etperiments to deter¬ 
mine the economies of scale associated with 
the size of plants in an industry, producing 
one product by one process, plants would 
be designed and set up to produce the single 
sundard product at varying levels of out¬ 
put, and comparisons could be made bet¬ 
ween the unit costs of production for these 
plants.^ On the basis of such ‘short-run* 
cost curves, which present a ‘siutpshol’ pic¬ 
ture of the relationship between average 
costs of production and the scale of plant- 
level output, a long-run average cost curve 
(LRAC) can be drawn. The LRAC curve 
would go along the declining side of the 
short-run average cost curves (SRAC) almost 
tangential to the ‘least-cost* point of the 
SRAC. In the figure given below the SRAC 
curves are U-shaped and even so the LRAC 
curve takes an L-shape which would imply 
that over a fairly wide range of output unit 
costs could be expected to hold constant.’ 

The LRAC, which is also called the ‘scale 
curve*, “does not show what happou to costs 
as the scale of production is increased over 
time, but in fact compares the effect of 
changes in scale of output on average costs 
of production of i, series of plants built at 
a point of time^ each perfectly adapted to 
the required scale and operated at that 
scaled** Thus, the scale curve is drawn on 
the basis of given technical knowledge and 
allows for cross-sectional estimation of scale 
economies Since the LRAC is a neatly L- 
shaped curve the point at which unit average 
costs cease to fall (where the LRAC curve 
becomes horizontal to the X-axis) can be 
defined as the point which defines the 
minimum optimum scale nr minimum effi¬ 
cient scale (mes). 

The extent to which economies of scale 
can in fact be exploited in any given industry 
'\ould depend not only on the slope of the 
stw/e curve but also on the ratio ul mes out¬ 
put to total output. If in a given industry 
the ratio of mes output to total outpul is 
very high (say it is more than halt) it would 
imply that the presence of more than one 
unit would be sub-optimal since this would 
prevent scale economies from being fully 
exploited in at least one unit. This would 
,:<lso impose a signincanl barrier to entry for 
rew firms. Further, Silberstonc points out. 
' If the sum needed to set up an mes plant 
were large in relation to the internal and 
external resources of any'one .flrm in an 
economy under study, then in some mean¬ 
ingful sense the economies of scale could be 
vaid to be i^pnnant—a plant of m es, would 
cost ^ much to build that this would con¬ 
stitute a serious barrier to oitry into the 
industry*'.^ Also, if the slope of the L- 


shaped scale curve, before the mes point, 
is steep the incentive for exploiting scale 
economies would be so much higher. This 
would in fact put pressure on Tirms to 
expand capacity since there are perceptible 
gains to be derived through reductions in 
average costs. 

Having defined what economies of scale 
refer to and having distinguished between 
firm and plant level economies we shall 
briefly consider the sources of economies of 
scale both at the Firm and plant level. 
IVpically plant level economies refer to 
technical economics that arise out of 
indivisibilities of modern capital-intensive 
technology, the economies associated with, 
what Pratten calls, the ‘dimension* of capital 
equipment, specialisation and utilisation of 
skilled labour (a.ssociated with larger equip¬ 
ment), the economies of massed resources 
(of capital and raw materials), and so on. 
If to those one adds managerial and finan¬ 
cial economics associated with indivisibilities 
in the utilisation of managerial staff, 
marketing infrastructure (including adver¬ 
tising), cost of Finance (assuming bigger 
firms secure cheapo and larger volume of 
credit)', and so on, then one would be 
referring to Hrm level economies oF scale. 
The pmnt is very simfrie; Firm level economies 
are inclusive of plant level economies (and 
not vice versa) and, additionally, of 
managerial and financial economies. In a 
single-plant firm this disUnction would be 
minimal though conceptually one must 
always distinguish between the twa 

Robinson,’ identifies several sources of 
scale economies at the firm levd; important 
among which are (I) the division of labour; 
(2) int^^on of processes—that is, where 
a large firm.canJn-fef integrate various pro¬ 


cesses in the manufacture of a particular 
product using bigger equipment (through 
automation or computerisation); (3) vertical 
integration or specialisation in the manufac¬ 
ture of components or raw materials; and 
(4) the economies of ‘massed resources— 
whereby a firm accumulates large reserves 
of capacity, raw materials or even the 
Finish^ pr^uct so that unit costs of Finan¬ 
cing any of these falls. 

Clearly, in identifying the sources of 
scale economies and in measuring such 
economies, it is important to distinguish bet¬ 
ween various types of industries. While a 
general argument may be made with respect 
to manufacturing industry as a whole it is 
important to recognise variations across dif¬ 
ferent types of industries: extractive, capital 
goods, consumption goods and so on. )]^le 
economies of scale may hold in the case of 
most Of these different types of industries, 
important differences may exist in the 
sources, extent of and implications of such 
economies of scale and their relationship to 
market structure and control, technical 
change, employment and so on. Pratten’s 
study for the UK manufacturing industry, 
which examines data for such diverse 
industries as bread, bicycles, aircraft, elec¬ 
tronics, capital goods and hosiery, does not 
take adequate cognisance of this fam. At any 
rate, there is little discussion of the possi¬ 
bility of such variation across industries.'" 

Ill 

Economies of Scale in SuKar 
Manufacturing 

Most Indian sugar mills opdrate with a 
standard specification plant with a daily 
cane crush^ capacity of 1250 tonnes. Even 
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when > mill U sotted to hive 2300 or 3700 
ted (tonnes of cane crashed per day) capa¬ 
city it is normally a mill operating with two 
or three sumdaid planu. It is only recently 
that sugar technologists have argued in 
favour of a larger capadty of about 2S00 ted 
even fpr the standard specification plant." 
Sugar manufacturers have also suggested 
that even for a I2S0 ted plant the standard 
specifications need to be altered owing to 
changes in design and fabrication of new 
.sugar mills.'* What sugar technologists and 
millers are therefore beginning to accept is 
that the 1230 ted plant is no longer 
necessarily the ‘minimum efficient size’ plant 
and that larger plants of about 2S(X) ted 
capacity may be moic efficient. 

Having said this it inu.st be clarified that 
our discussion of scale, profitability and unit 
costs (along with the evidence presented in 
tables I to 4) relates to sugar mills and not 
plants. This is a vital distinction that must 
be kept in mind since typically capacity 
expansion has come in the form of an in¬ 
crease in mill capacity through additional 
plants being installed rather than through 
an expansion of the plant si/c itself. In this 
regard what is important to note is the fact 
that the mes plant or even the mes mill si/c 
is not very large in the sugar industry. At 
least not large enough to erect entry barriers. 
I'or instance, a mill with 5000 ted capacity 
(single or multiple plants) can produce 0.7S 
lakh tonnes of sugar in a sugar season span¬ 
ning over 150 days." This would constitute 
barely one per cent of the total annual out¬ 
put for most of the early 1980s. Thus, the 
fact that an mes mill or plant docs not 
occupy a laige chunk of the domestic market 
would imply that economTcs of scale, to the 
extent they exist, cannot constitute impor¬ 
tant barriers to entry (c f Silberstone, 1972). 

Having entered the caveat that the mes 
of the sugar plant or mills is not large 
enough to constitute an important barrier 
to entry for new firms we may proceed to 
examine the evidence on the relationship bet¬ 
ween scale, unit costs and profitability in the 
sugar mill industry. 

I'lobably at the outset it must be men¬ 
tioned that an important determinant of mill 
si/e, in the sugar industry, is the access to 
raw niateri^. Sugar mills operate within two 
kinds of cane-supply environments. The 
first, where cane is already being cultivated 
and mills have come up because of assured 
availability of cane (typically this is the case 
of UP) and the second where cane cultiva¬ 
tion is in fact encouraged and planned in 
order to set up a sugar mill (typically this 
is the case in much of the tropical region). 
In tbi; first case, the mill encounters a given 
structure of cahe cultivation and is unable 
to alter it significantly whereas in the second 
case a mill may in fact be actively associated 
with the planting, choice of cane variety and 
harvesting of the crop. Further, in several 
parts of the sub-tropical region the location 
of sugar mills, in the early post-protection 
years, was unplanned and rcsulttd in ‘over¬ 
crowding’. Even in parts of the tropical 


region, as for tauttuioe in the Aatmednatar 
district of Mahanihtn, there are oomplaints 
of ’over-crowding* of mills. 

The result of such ‘unplanned’ growth of 
the industry has been to impose a constraint 
on the concerned mills from expanding mill 
capacity owing to inadequacy of raw 
materials in a given hinterland. This problem 
has to be understood in terms of the peculiar 
characteristics of the sugarcane crop. Sugar¬ 
cane is a highly perishable crop which 
rapidly deteriorates in quality, in terms of 
its sucrose content once it is harvested. 
Hence the time lag between harvesting and 
crushing is crucial to the recovery per cent 
of sugarcane Thai is, the quality of the cane 
in terms of the sucrose recovered from a 
given volume of cane. 

The lag between harvesting and crushing 
may be seen as a ‘duration gap’ comprising 
of a ‘distiuire gap’ and a ‘waiting gap’. The 
’distance gap’ is the distance between the 
farm and the mill that the cane has to travel 
</bcfore it is crushed. The longer the distance 


gap the low the potential itcoveiy per cent 
of cane The 'waiting gap^ is the time taken 
at the mill (at the gate the weigh-bridge and 
the plant) before the cane is actually 
crushed. Ibgether the distance and waiting 
gaps define the ‘duration gap’. The larger the 
‘duration gap’ the lower would be the 
recovery per cent of cane and, consequently, 
the higher would be unit cane and conver¬ 
sion costs, that is, unit total cost of produc¬ 
tion of sugar. 

The ‘duration gap’, it can be seen would 
be a function of cane availability (that is 
cultivation) structure in the hinterland of a 
mill and the cane requirements of that 
mill—that is, the crushing capacity of the 
mill. Thus the structure of cane availability 
and the ‘duration gap’ have an important 
influence on the size of mills in any given 
region. Before analysing the precise implica¬ 
tions of this phenomenon for the size- 
distribution of sugar mills in India we shall 
first, briefly, examine the evidence on the 
subject. The data presented in Table 1 is 


Tabi f 1: Cost or PaoiiiirTioN and Size of Mii.i.s in the Sugar Industry (1976) 


Daily Cane Crushing 
Capacity (Tonnes 

Per Day) 

Low Cost 

Rs 162-169 

Cost of Production Per Quintal 
Medium Cost' Higji Cost 

Rs 175 Rs 182 

Total 

1/m (Capacity 

0 - 499 



4 

4 

500 - 749 

-- 

1 

3 

4 

750 - 999 

4 A 

1 

9 

14 

Medium Capacity 

1000 - 1249 

6 A 

8 

IS 

29 

1250 - 1499 

43 

8 

10 B 

61 

Lai^c (ilapacity 

1500 - 1999 

23 

9 B 

6C 

38 

2000 - 2999 

28 

3 B 

2C 

33 

3(KX) and above 

24 

— 

— 

24 

Ibtal 

128 

30 

49 

208 


Notes: The classification of mills into high, low and medium cost is based on BICP cla.s$inca- 
tion. The 207 mills which have been classified in this manner are spread across UP. 
Bihar, Maharashtra, Tamil Nadu and Andhra Pradesh. 

A : These are all old mills based in Maharashtra. 

B : Mosly situated in Bihar and eastern UP. 

C ; All situated only in Bihar and eastern UP. 

Sourves: List of Sugar Mills in India, ISMA, 1978. 

Report on Sugar, Bureau of Industrial Co.sts and Prices, Ciovernment of India, (1976), 
mimeo. 


Table 2: Fkfqufncy Dim ribu i ion of Cane Crushing Capacity in the Sugar Mii i Industry 

IN India 1948 to 1980 


Cane Crushing 
Capacity (Tonnes 
Per Day) 

(1) ■ 

1948 


I%3-64 

■ (3)' 

1980_ 

Per Cent 

Per Cent 

(2) 

Per Cent 

0-499 

27 

(17.3) 

10 

(5.3) 

6 

(1.9) 

500 - 749 

32 

(20.5) 

17 

(9.0) 

8 

(2.6) 

750 - 999 

57 

(36.5) 

46 

(24.5) 

21 

(6.8) 

1000 - 1249 

12 

(9.1) 

71 

(37.8) 

60 

(19.5) 

1250 - 1499 

13 

(9.6) 

17 

(9.0) 

133 

(36.7) 

1500 - 1999 

7 

(4.3) 

15 

(8.0) 

35 

(11.3) 

2000 - 2999 

3 

(2.0) 

7 

(3.7) 

37 

(12.0) 

3(X)0 and above 

— 


5 

(2.7) 

28 

(9.2) 

Total 

156 

(100.0) 

188 

(100.0) 

308 

(100.0) 


Sources: Col I: M M Mehta, Structure of Indian Industries, Bombay I9SS. 

Col 2: Report of the Committee on Rehabilitation and Modernisation of Sugar Fac¬ 
tories in India, GOI, 196S. 

Col }: Ci^op Sugar Directory and Vtar Book, NFCSF Ltd, New Delhi, 1981. 
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culled fnm • lepon of the Bureau of 
Induftrial Costt and Prices and relates to 
cost data for the year 1976. The unit costs 
of production of sugar is a summation of 
unit cane cost and u^ conversion cost (that 
is, manuhctuiing cost). Ihble 1 classifies the 
207 mills, for whidi data was gathered, into 
three cost categories for different capacity 
langes.''* If we ignore the mills indicated by 
the notation A. B and C (which refer to mills 
located mainly in eastern UP and.Bihar 
where unit costs are very high irrespective 
of scale) then we get an interesting relation¬ 
ship between cost and capacity size indi¬ 
cating an inverse relationship between the 
two ^'an L-shaped ‘scale curve’. If capa¬ 
city, size is diown on the X-axis and cost on 
the Y-axis we Hnd a clustering of mills in the 
‘high cost-low capacity’ box, ‘medium cost- 
m^um capacity’ box and in the ‘low cost- 
large capacity’ box. It would hot appear 
farfetch^ to postulate from this broadly in¬ 
dicative data an inverse-relationship between 
size and unit costs of production which 
points to the aistence of economies of scale 
in the sugar industry. 


Ihble 1 presents cross-sectional data. If we 
look at tte trends over time the general con¬ 
clusion is only reinforced that the size 
distribution in the sugar mill industry has 
become more skewed. What Ihble 2 suggests 
is thm the number of larger capadty mills 
has increased in the post-independence 
period with the very large mills being set up 
oidy in the period after the mid-1960s. That 
this is related to the locational shift in the 
industry to the tropical region is indicated 
by Ihble 3 which gives the inter-regional 
distribution of mills according to their size. 
Indeed, Ihble 3 taken together with Table I 
would suggest at the margin, that, location 
tnay be more important jhan size in influen¬ 
cing unit costs since in Bihar and eastern UP 
even larger size mills have high unit costs.'** 
Having established the fact that there has 
been a tendency in favour of larger capacity 
mills it is easy to find an explanation for this 
tendency. Apart from the fact that unit 
costs ate known to decline with capacity size 
it can also be shown that the recovery per 
cent of cane also increases with size as does 
the average profitability of a firm in terms 


of ‘rate of return on cental employed! The 
data preseAted in 'Abies 4 and 5 point to a 
positve reiationship between profitability, 
sucrose recovery rate (a proxy for mill effi¬ 
ciency) and mill size. The data in Ihble 4 is 
in fast firm levd data while that in Ihble S 
is miU level data. However, these are broadly 
comparable since the firms we have picked 
up for aiudysis are single mill firms so that 
mill level and firm level dau would refer to 
the same popualtion. 

In formulating Able 4 we have taken care 
to pick up only such firms as are essentially 
sugar manufacturing firms and do not pro¬ 
duce important bv-products other than 
bagasse and molasses. It is not possible to 
secure information with respect to sugar 
alone at the firm level since any sugar 
manufacturing firm necessarily utilises the 
most important by-products (apart from 
bagasse which only in more recent yean has 
come to be used as a raw material in the 
paperjndustry), namely, molasses. Hence^ 
the profitability figures of even a purely 
sugar manufacturing firm relate to at least 
a minimum of ‘other activities’ as well. 
Further, Able 4 also suffers from the 
weakness that we have not eliminated the ef¬ 
fect of membership of a large busiitess house 
on a firm’s profitability. There are several 
managerial and financial economies to be 
derived by this fact and so a Birla-controiled 
sugar mill may show better profitability 
results than a mill owned by a local business 
group. On the other hand, if the Birla group 
is utilising one of its sugar mills for launder¬ 
ing black money or for diverting surplus and 
so on it is perfectly possible to find such a 
firm exhibiting unusually low rates of return 
irrespective of mill efficiency and capacity 
size. We have however taken care not to pick 
up such firms as operate in a wide range of 
areas for analysis in Tkble 4. Thus, firms like 
DCM and KCP Ltd have been excluded. 
Finally, in picking up firms for inclusion in 
Able 4, we have also restricted ourselves to 
such firms for which data is avmlable for an 
adequately long period of time. Despite all 
these weaknesses the relationship between 
size and profitability is very strongly 
established by Able 4. 

A question that naturally arises from 
Able 4 is. why does not such a strong and 
positive relationdiip between size of mill and 
profitability reflect itself in a higher in¬ 
cidence of larger capacity mills^ lb put it 
differently, if potential economies of scale 
in fact exist then why are they not actually 
utilised? Why do we in fact encounter a 
larger number of mills in the middle capacity 
range of 12S0-1S00 ted? 

.This brings us to the role of the ‘duration 
gap' to which we have already referred. It 
is generally recognised both within the 
government and the industry that an impor¬ 
tant explanation for this phenomenon is to 
be found in the problem of ‘over-crowding’. 
The latter is essentially seen as a product of 
‘shortsightedness’ or ‘unplanned’ growth of 
mills. Thus, in certain areas where sugar 


Table 3: Sector-Wisi- Size Distribution of Sugar Mills in Major Sugar PRODuaNci States 




IN India. 1980 



(No of Mills} 

Siate/Sector 

Low 

Medium 


Large 




1-1000 

lOOl-lSOO 

lSOl-2000 

2001-3000 

3001 and 
above 

Toial 

Uttar Pradesh 

Co-op 

1 

19 

— 


— 

20 

Private 

7 

20 

9 

9 

9 

54 

State 

12 

2 

1 

1 

— 

16 

Bihar 

Private 

4 

9 

6 

— 

— 

19 

btate 

5 

3 

— 


— 

8 

Punjab 

Co-op 

2 

2 

— 

1 

— 

5 

Private 

I 

2 

— 

... 

— 

3 

Haryana 

Co-op 


2 

2 


— 

4 

Private 

— 

— 

— 

— 

1 

1 

Gujarat 

Co-op 


10 

1 

1 

2 

14 

Maharashtra 

Co-op 

2 

44 

9 

6 

8 

69 

Private 

1 

5 

2 

2 

— 

10 

Tamil Nadu 

Co-op 

— 

5 

3 

2 

— 

10 

Private 

1 

6, 

I 

1 

3 

12 

Andhra Pradesh 

Co-op 

1 ‘ 

9 

4 

— 

— 

14 

Private 

3 

2 

— 

1 

3 

9 

Sute* 

— 

2 

— 

1 

1 

4 

Karnataka 

Co-op 


11 

— 

— 

— 

11 

Private 

1 

2 

1 

3 

3 

10 

Total 

Co-op 

6 

93 

19 

10 

12 

340 

Private 

18 

46 

19 

16 

19 

118 

State 

17 

7 

1 

2 

1 

28 

Aul 

41 

146 

39 

28 

32 

286 


Wotr. * The public sector mills in AP are not ‘sick’ mills Uken over by the government as in 
UP and Bihar. These are mills of the Nizam Sugar Factory Ltd, which was taken over 
from the Nizam of Hyderabad by the sute government after independence. The NSF 
has commissioned new mills in the 1970s. 

Source: Collected from Co-operative Sugar Directory and Yearbook, 1981, New Delhi. 
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mills have been set up in dose proximity to 
each other the distance to which a miller has 
to go in order to buy cane is naturally 
increased. On an average a radius of about 
20 kms to 2S kms depending upon cane yield 
per hectare is ideal for a sugar mill.'^ 
Larger distances extend the 'duration gap' 
thereby aggravating the problem of cane 
driage and hence of cane cost for mills. 
Therefore, tf in a given region a group of 
sugar mills expattd their crushing capacity 
they would requite a larger quantity of cane. 
Assuming that m the hinterland trf these 
mills cane availabilits is limited they would 
have to travel longer distances in search of 
cane. This immediately brings into the pic- 
tuie the problem of the ‘duration gap’, 
namel>, the tact that cane quality deteriorates 
when It IS hauled ovei long distances from 
the larni to the mill. Further, in a large mill, 
the ‘wailing gap’ may also increase if cane 
delivery schedules have not been properly 
worked out and cane growers are required 
to wait after arriving at the factory gate 
bclore their cane is weighed. Further, in 
several cases, it is likely that mills have been 
set up with mes capacity alone since the 
concerned co-operative society or the private 
entrepreneur has not mobilised adequate 
capital for a larger mill. 

It should be clear that there is no fixed 
’optimum’ duration gap for the country as 
a whole. In agro-climatic regions where cane 
quality, in terms of sucrose content, is higher 
the 'duration gap’ may be longer. That is, 
a mill can go to greater distances in search 
of cane without losing out too much at the 
margin in terms of cane quality though for 
a given capacity level it needs a smaller area 
in a superior agro-climatic region. Apart 
from cane quality the yield per acre of cane 
also plays an important role in specifying the 
‘duiation gap'. In the tropical region where 
cane yield per acre is almost twice that in 
the sub-tropical region a firm can set up 
larger capacity mills since the duration gap 
problem is not as acute.'* In other words, 
w here a mill can secure a larger share of its 
total requirements from within a specified 
taditis and where the quality of the available 
cuiie is better, in terms of sugar recovery, it 
cun go in for larger capacity mills. This 
would explain why we encounter more large 
si/ed mills in the tropical region as compared 
to the sub-iropical region.*'’ 

Another factor that may have influenced 
the choice of scale in the sugar mill industry 
IS the distribution of land among cane 
cultivating households. Consider two sugar 
mills with equal capacity, if one mill is con- 
tronied with land distribution stfuclure that 
requires it to buy cane from 20,000 growers 
and another is required to buy cane from 
only 4(XX) growers these two identical mills 
(III teniis of capacity and technology) may 
have different unit costs of production. The 
tormcr mill will not only have higher 
managerial costs but it will also have lesser 
control on cane quality and harvest 
schedules. This would be another factor 


discouraging the growth of very large milhi 
in regions where cane cultivating households 
operate on small plots of land. 

The role of the ‘duration gap’ in influen¬ 
cing the capacity-size of mills was recognised 
in a sense by the Sugar Enquiry Commis- 
ston (1965) in the following words: 

The economics of scale which result from 
having large units and captive by-product 
plants, are well known. These will however, 
have to be weighed against certain disadvan¬ 
tages peculiar to an industry which depends 
on a raw material that is perishable and is 
produced by a large number of small farmers. 
A large-sire factory of 2000 tonnes or more 
would require an area of nearly 20,000 acres 
to feed it in the sub-tropical belt. Unless such 
an area consists of big plantations or 
distributed over a small number of large-size 
farms, the above economics may be offset 
to some extent by increase in cost of 
transport < f cane from long di.stanccs and 
greater driage of cane leading to loss in 
recovery. In addition, sugarcane cultivation 
in small holdings .scattered widely would 
render intensive development work by fac¬ 
tories difficult.®' 

The ‘duration gap’ hypothesis is also sup- 
ptsricd by the evidence on recovery rates 
presented in Table 5 which shows a steeper 
increase in rrcovery with an expansion in 
capacity from 0-11001 c d range to 1100-2000 
ted range than the expansion to the above 
2000 range. 

Finally, another important implication of 
the ‘duration gap' hypothesis is that for any 
sugar manufacturing firm capacity expan¬ 
sion beyond the point specified by the ‘dura¬ 
tion gap* in any given location would require 
a locational shift of additional plant 
capacity. That is, if a sugar firm has a mill 
with 2000 t c d capacity and is unable to 
secure anymore cane from that particular 
hinterland it can only expand capacity by 
setting up another mill with 1250 or more 
t c d capacity at another location. The com¬ 
pulsion of locational shift—with all its at¬ 
tendant problems of cane supply manage¬ 
ment and so on may offer another explana¬ 
tion for the observed clustering of mills in 
middle capacity ranges even where potential 
economies of scale exist. 

While the above factors would explain to 
some extent the observed size-distribution 
of mills, even when a very strong case exists 
for a larger share for bigger milb in the sugar 
mill industry, one must recognise the fact 
that in more recent years, specially in the 
tropical region, the tendency has been in 
favour of big sugar mills. This tendency is 
reinforced by the recent trend in favour of 
utilising the by-products like bagasse and 
molasses for setting up large paper and 
alcohol-based industria.^' 

In sum, it is possible to suggest that while 
significant mill-level economies of scale do 
operate in the sugar industry such economies 
may not always be exploited due to specific 
historical, institutional and locational 
barriers which act as fetters on capacity 


expansion. Further, even while lOchnical 
economies of scale may exist these may not 
always be ecpioited due to managerial or 
rinancial dis-economies in spedfle instances. 

Where a sugar manufacturing Arm finds 
itself incapable of exploiting such economies 
or regards capacity expansion within the 
sugar industry unprofltable it typically 
chooses to diversify into new avenues of 
Investment. That is, diversifleation of acti¬ 
vity may very well be one response to a Arm's 
inability to exploit scale economies. Another 
response could be to turn the mill ‘sick’ and 
either close it down or ‘invite* state take-over. 
We shall discuss this in the next section. 


IV 

Diversification and Modernisation 

Even in the pre-independence period, 
spedally during and immediately after 
World War II, many of the early sugar firms 
began to diversify into new avenues of 
activity. In the following discussion we shall 
argue that the growth of the sugar mill 
industry in the tropical region during the 
1950s and 1960s, in particular the giowth of 
the co-operative sector, once again exerted 
pressure on the joint stock mills manufac¬ 
turing sugar to modernise plant and 
machinery in order to become more com¬ 
petitive, and diversify in order to hedge 
against instability in the market for sugar. 


Txiiii4: Si/i xNDPKoiiTxnii IIS iMHrSut^xR 
Mill INDUSTRS (Jol.Ni Srrx'k Mims). 
1968-69 TO 1980-81 


Si/e 

(Daily Cane Crushing 
Capacity) 

ProAtabilily 
(Average Rate of 
Return on Total 
Capital Employed*) 

1 

0 

2.9 

1001 - 1499 

8.8 

1500 - 1999 

11.5 

2000 - 2999 

12.6 

Above 3(XK) 

16.3 


Note: The Bombay Slock Exchange Direc¬ 
tor)- utilises various concepts of 'pro¬ 
fitability' have picked up the more 
comnioiily used concept of ‘rate of 
return' on total capital employed. The 
Tariff Commission (1969) proposed 
that 12 per cent rate of return was 
“reasonable". 

Source: Bombay Stock Exchanxe Directory, 
Vol 15. 

TableS: Average RreovERVui At l Mii.i s in 
UP AND Bihar by Size or M11.1.S. 

1976-77 TO 1980-81 


Capacity 
(Tonnes Pec Day) 


0 - 1100 
1101 - 2000 
Above 2000 


Recovery Per Cent 
(Average for 
Season) 

8.5 

9.3 

9.9 


Source. Computed from Co-operative Sugar 
Directory and Yearbook, 1981. 
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It is obvious that under competitive con¬ 
ditions, even where oligopolistic conditions 
may ptmail, firms are under pressure to cut 
unit costs and protect market shares. This 
acts as a lever promoting technical change, 
modernisation and diversification of firm 
Icwl activity. However, in a controlled or 
even partially controlled market environment 
uhere the government protects profit 
margins, through cost-plus pricing, and 
market shares, through factory-specific sales 
quotas for both free-sale and levy-sugar one 
would have to look for other sources of 
pressure on firms to innovate, modernise 
machinery or increase scale of operation. 

To the extent that one witnesses changes 
in the size-distribution of sugar mills 
through the entire period of full or partial 
control on prices and sales, and there has 
been modernisation of old mills and expan¬ 
sion of their capacity, it is pertinent to ask 
where the source of pressure lies. Clearly, 
part of it does lie in the threat of pptential 
competition, specially in a product where 
cyclical fluauations in output often depress 
actual price realisation or reduce profit 
margins on account of rising input costs. 
However, quite apart from such systemic fac¬ 
tors we believe a very important source of 
pressure on mills, in favour of capacity 
expansion, modernisation and diversifica¬ 
tion of activity, arises from the fact that the 
government is not always capable of protec¬ 
ting profit margins and, under populist 
pressure, from consumers on the one hand 
and cane producers on the other, is forced 
to restrain sugar prices even as it is forced 
to push up cane prices. (If not through 
higher statutory minimum prices then 
through higher state advised prices). Such 
pre sures act as pincers on firm proHts and 
one way for firms to overcome increasing 
cane cost would naturally be to reduce con¬ 
version cost. It must be clarifled though, that 
in some states like UP or Bihar, even if cane 
prices do not actually rise due to the threat 
posed by the spread of the co-operative and 
public sector mill, both of which tend to 
pay higher prices for cane than.the private 
sector mills, it is the potential threat of a 
price rise that can force mills to improve 
extraction efficiency. By offering so/r loans 
to sugar mills for their rehabilitation and 
modernisation, the government compensates 
them for having yielded in the first place to 
consumer and raw material producer 
pressure. This is the essence of the political 
economy of sugar policy. 

Where the older, higher cost, mills choose 
not to diversify or modernise they often turn 
'sick' and ate either taken over by the govern¬ 
ment or simply operate at sub-optimal levels 
and accumulate tosses. It is such mills that 
are indicated by the notation B and C in 
Table I. 

The following analysi.s oT diversification 
IS based on a study of 33 mills owned or con- 
I rolled by big business houses and located 
in UP, and Bihar.^ Our discussion does not 
refer to such mills as are owned by 'regional' 
or ‘local’ entrepreneurs in these states. 'I he 


focus of our discussion is the 'strategy' pur¬ 
sued by these firms in response to the 
emergence of low cost and more efficient 
firms located in the tropical region. While 
many of the mills listed here have expanded 
capacity some have not and some have gone 
in for limited capacity expansion. The 
reasons for this we have already seen in our 
foregoing discussion. 

The information culled out from different 
.sourc(» has been presented in Table 6. An 
analysis of this information reveals three 
broad strategics that have been pursued by 
the big business houses. The first strategy 
was clearly to expand capacity and also 
modernise machinery and equipment. The 
extent of expansion was probably influenced 
by the availability of funds and of the raw 
material (‘duration gap’). Capacity expan¬ 
sion has more often than not occurred 
through addition of new plants to existing 
plant and only rarely has meant a complete 
replacement of old plants. 

The second strategy has been diversifica¬ 
tion of investment profile of the concerned 
business house.-' Diversification can be 
pursued both as a ‘policy’ of a ‘growing firm’ 
and as an ‘insurance’ against risk. As 
Penrose suggests, “Diversification is one 
means of protecting the firm as a whole 
against unforeseen and foreseen changes 
which might adversely affect individual 
products— in other word.s, a means of pro¬ 
viding a kind of insurance against otherwise 
uninsiirabic risk and uncertainty’-' Finally, 
in the Indian context, diversifieatiuii has also 
to be seen as an aspect of the business 
strategy of the Indian ‘business house'. For 
the pre-independence period this has been 
attributed to the limited opportunities foi 
invesimem, given the constricted home 
market and (he risks associated with invest¬ 
ment within an essentially hostile business 
environment.-’ Bu.sincss houses preferred, 
as It were, ‘not to put all their eggs in one 
basket'. Further, diversification was also a 
means of acquiring market control across a 
wide spectrum of activities. 

A business house or firm manufacturing 
a particular commodity may diversify into 
other areas even when its original activity 
is still profitable and it continues to operate 
in it. Alternatively, it may diversify precisely 
because its original activity is no longer pro¬ 
fitable. However, it is the first type of diver¬ 
sification that is more likely since only a pro¬ 
fitable venture can generate resources fur 
further investment. Also^ the credit-rating of 
a profitable firm allows it to acquire capital 
for its plans for diversification. A firm mak¬ 
ing losses would to that extent, be handicap¬ 
ped in the capital market. 

Diversification itself can be of two types; 
first being related to the main area of ac¬ 
tivity, thus, in the case of sugar this strategy 
would imply entry into alcohol-based 
Activity, bagasse-based and finally sugar- 
based (like confectionery). The second type 
of diversification would be entry into totally 
new and unrelated areas. The first type is 
very common though very few mills have 


gone into confectionery and paper, with 
molasses based and alcohol-bas^ activities 
being more popular. It is only recently that 
bagasse-based paper mills are being set up 
by sugar mills. As for the second type one 
must remember that in the Indian context 
such diversification is very common given 
the fact that the investment decision is rarely 
taken at the level of the firm and the rele¬ 
vant decision-making unit is the business 
group or family. Indian business houses are 
reputed for their strategy of spreading their 
investment thin across several and unrelated 
areas. Monupoly power in the Indian con¬ 
text is derived not so much from domina¬ 
tion in one product but from the acquisition 
of wide control across a wide range of pro¬ 
ducts-. Thus the house of Birlas has emerged 
as a major monopoly house not by being the 
dominant producer of cotton- or sugar, its 
initial area of investment, but by diversifying 
into almost all the major areas of investment 
that have opened up since the second world 
war. Sugar, with textiles, is one industry from 
which almost all the major Indian business 
groups have emerged and then diversified 
into other areas. The firm of Oudh Sugar 
Mills, a Birla firm, diversified from sugar 
into vanaspati, soap, icc; oil miU.s, spirits and 
distilleries. The Narang unit of Jagatjit 
Industries moved into malt and malted milk, 
marketing such famous brands as ‘Ovaitine* 
and ‘Viva’ and into alcoholic beverages. The 
Rohtas unit ol the Dalmias of course went 
to Ihe extreme of stopping the manufacture 
of sugar and now produces a wide range of 
totally unrelated products like cement, paper, 
chemicals, spun pipes, vanaspati and so on. 
Note however, the fact that in Table 6, we 
have used the term 'diversification’ in its 
more resirieted and standard sense of refer¬ 
ring to the movement of a given firm from 
one area to other areas. This definition is 
indeed a restrictive one when we u.se it in the 
Indian context where, as noted above, it 
would be more meaningful lo talk of the 
‘business house’ rather than the firm. So 
while 'table 6 would give one the impression 
that only a few of the 'firms’ owned/con¬ 
trolled by big business houses have actually 
diversified into a wide range of products in 
fact if we should look at the ‘business house’ 
as a whole than all such houses which began 
with interests in sugar in the 1930s and 1940s 
have in fact diversified into a very wide range 
of products. It is this diversification which 
has not only insulated them from the fluc¬ 
tuations in the performance of the sugar 
mills but has also reduced the importance 
of the sugar mills in the overall performance 
of the business house. Thus the disadvan¬ 
tage of age and location which the original 
sugar mills of U I* and Bihar face have been 
neutralised to some extent by the strategy of 
diversification both at the ‘firm' and the 
‘hous^ level. Incidentally, some mills like the 
Birla mill of New Swadeshi and Oudh have 
also sought to insulate themselves from the 
‘duration gap’ problem by setting up their 
own cane farms. 

From the sample of firms analysed in 
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Ta>le 6: Corporate Strateoy of Important Private Sector Sugar Mills, in UP and Bihar 


Name of the 

Firm and 

Business 

House 

Daily. 

Cane 

Crushing 

Capacity 

(Tonnes/ 

Day) 

BICP Average Corpomte Strategy 

Cost Rate Pursued 

CtassiA- of Return after I9S0 by the 

cation of on Capital Business House. 
Sugar Employed 

Mill Firm 

(1968-69 
to 1980-81) 

Name of the 

Firm and 

Business 

House 

Daily 

Cane 

Crushing 

Capacity 

(Ibnnes/ 

Day) 

BICP Average Cmporate Strategy 
Com Rate Pursued 

ClassiA- of Return after 1950 by the 
cation of on Capital Business House. 
Sugar Employed 

MiU Firm 

(1968-69 
to 1980^81) 

BItIb 









The House 

1 Bharat Sugar 

1000 

High Cost 

11.43 

Has set up a sub- 

21 Sri Seetaram 

914 

•1 

-5.14’ 

of Thapar fully 





sidiary trading co. 





moved out of 

2 Gobiiul Sugar 

1500 

Low Cost 

15.01 

Has expanded 

22 Standard' 

— 


— 

sugar and all their 





capacity. 





mills have 

3 New India 

1300 

High Cost 

7.62 

Capadty expanded; 

23 Sree Yiivraj 

— 


— 

been taken over by 





has set up a sub- 





the governments of 





sidiary trading co. 





UP and Bihar, in 

4 New Svmdeshr 

1200 

High-Cost 

10.14 

Capacity expanded; 





1983, except Mohini 





has cane farm. 





which is closed down 

S Oudh Sugar 

2600 

low Cost 

12.59 

Diversified into 





since 1%7 when 





spirits, alcohols. 





government gave' the 





soaps, vanaspati, oil 





mill back to Thapar. 





mills, distillery. Also 

Hitachand 









cane farm. 

24 Kesar (UP) 

2200 

Low Cost 

16.87 

Diversified into 

6 Upper Ganges 

3600 

low Cost 

11.84 

Expanded, diversiAed 





chemicals, power 





into vegetable oils. 





alcohol and spirits. 





power and industrial 

Nevalia 









alcohol, confec- 

25 Hindustan 

3600 

lz)W Cost 

10.90 

DiversiAed into ethyl 





tionary, and milk 





alcohol and cement. 





products. 





Expanded and 

Narang 









modernised. 

7 Basti. Basti 

1600 

High Cost 

- 

Taken over by 










government of UP 

Rnjendra lal 





8 Basti, 





26 Upper Doab 

3810 

St 

18.25 

Diversified into 

Walierganj 

800 



No information 





distilleries, spirits 





available 





and power alcohol. 

9 Punjab 

980 



»* «» 





capacity expanded 

10 Nawabgunj 

I8S0 

- 

— 

«s av 





and modernised. 

It Gokulnagar 

— 


— 

• » ft 

(Begg- 





12 Jagaljil 

1200 

High Cost 

16.82* 

Diversified into glass. 

SulherlandJ* 









mall and malted 

Khoitan* 









milk, alcohol and 

27 Tulsipur 

1200 

High Cost 

10.25 

DiversiAed into food 





alcoholic beverages. 





products, plastics. 





etc. 





alcohol and spirits. 

Oalmia 





Sanogi* 





13 Raza-Buland 

3000 

High Cost 

27.14 

Expansion through 

28 Balrampur 

1600 

»• 

13.67 

Subsidiary firm in 





merger 





agni'indusliy 

14 Scee Krishna 





Konuria* 





Cyanoday 





29 Prattapur 

1150 

»* 

— 

No information 

(SKG) 



9.32 

Diversified into 





available. 





alcohol. 

30 Ryam 

925 


— 

Taken over by 

i Hathua 

1750 

ft 


IMFL and alcoholic 





government of Bihar 





beverages, etc. 

31 Samastipur 

828 

** 

— 

»• 

ii Siwan 

800 

ts 



D C Sawhnry* 





iii lAuriya 

1600 

** 



32 Cawnpore 



26.56 

Cawnpore Sugar 

IS South Behar 

1200 

*• 


Ikkeh over by 





Mills have 





government of Bihar 

i Gauri 





16 Rohias 

1800 


— 

Diversified, stopped 

Bazar- 

1265 

High Cost 


access to own cane 





sugar manufacturing. 





farms and 

Thapar 





ii Marhowrah 

1100 

sa 


have expanded and 

IT Deoria 

960 

High Cost 

-4.74* 

None of the Thaper 

iii Padiauna 

2400 

•* 


modernised. 





mills 

iv Kathkuiyan 

1300 

ts 



18 Mohini 


»• 

— 

went in for expansion 

33 Champaran 



12.03 

DiversiAed into food 



t 


or 

i Chanpatia 

1250 

»s 


products, plastics. 

19 New Savan 

900 

«a 

-2.90 

modernisation, nor 





alcohol 





did any of 

ii Barra- 





20 Malwa 

1000 

** 

— 

the Arms diversify. 

Chakia 

1150 

It 


and spirits 


Noiar. * Refers to mills originally owned by the Begg-Sutherland group and now taken over by different business groups. 

1 For 1972-73 to 1981-82 only. 

2 For 1968-69 to 1977-78 only. 

3 For 1975-76 to 1977-78 only. 

Average Rate of Return on Capital Employed (col 4) is calculated for the Arm as a whole and covers all activities of the Arm, and 
is a simple average. ClassiAcation of mills into various cost categories is based on BICP classiAcaAon. 

Sources: (I) Bombay Stack Exchange Directory, Vol IS 

(2) Co-operative Sugar Directory and Year Book, 1981. NFCSF. New Delhi. 
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Ikble 6, two important points can be made. 
Firstly, that firms have more often prefer¬ 
red diveisificatidn to modernisation or 
capacity expansion beyond the m e s level. 
Secondly, even where firms have gone in for 
capacity expansion thqr have not expuided 
very much beyond the m e s level of 12S0 
to ISOO t c d. Of the 35 mills listed only seven 
mills have a daily capacity of more than 
2,000 tonnes. The latter feature is at¬ 
tributable to the limits imposed by the dura¬ 
tion gap’ to mill level capacity expansion— 
the problem of adequate cane availability 
within a given hinterl^ of optimum radius. 

It is the first feature that has received a 
lot of attention and had come in for severe 
criticism from the local canc growers in UP 
and Bihar. TAe Report of the Committee on 
Takeover of Sugar Mills accused the business 
houses in UP of ‘diverting resources’ out¬ 
side the sugar mill industry (and indeed out¬ 
side the state of UP) “instead of investing 
the same for renovation or expansion of the 
sugar mills”^* 

While firms that diversify may also 
modernise the latter is not a necessary con¬ 
dition. So that when a sugar firm opts to 
move its investible resources out of sugar 
then an important consequence of diver¬ 
sification would be ‘sickness’ within the 
sugar unit of the concerned business house. 
Indeed, the Report of the UP committee 
drew attention to this phenomenon rather 
than to diversification perse. This can in fact 
be seen as a third strategy, that is, of siphon¬ 
ing out surpluses from one area of activity, 
which is seen as chronically loss-making or, 
simply, constrained by low rates of profit, 
to another new area of activity with a higher 
rate of profit.^’ In short, the firms in ques¬ 
tion have either modernised or diversified 
with or without modernisation. In some 
cases modernisation and diversification have 
been accompanied by capacity expansion of 
varying degree.s. The information presented 
in Table 6 is with respect to the joint stock 
mills in UP and Bihar alone. In other parts 
of India too simila' trends are discernible. 
Most of the ‘profitable’ sugar mills in the 
tropical region like KCP and Andhra Sugars 
in Andhra Pradesh, Ariina and Sakthi 
Sugars 111 Tamil Nadu and so on have all set 
up very large mills with over 30001 c d (KCP 
has a SfiOO t c d mill in Krishna district) and 
many of them have diversified their invest¬ 
ment profile.^® Interestingly, even co¬ 
operative sugar factories have begun to see 
diversification as an important insurance 
against instability in fortunes within the 
sugar industry. 

In short, the problems posed by the 
growth of a lower cost sugar mill industry 
in the tropical region has exerted pressure 
in favour of modernisation and diversifica¬ 
tion in the case of the older sugar manufac¬ 
turing Firms in UP and Bihar. Apart from 
this, the problem of instability in sugar pro¬ 
duction has forced sugar mills even in the 
tropical region to diversify as a hedge against 
fluctuations in profltability. 

Following from the abwe argument it 


should be dear that diverse trends are discer¬ 
nible within the original sugar mill industry 
located in UP and Bihar. In response to the 
structural changes, occurring in the sugar 
mill industry the older firms have either 
diversifled and/or modernised their mills or 
have simply allowed them to turn ‘sick* at¬ 
tracting nationalisation of these Arms. 
However, diversification must be seen not 
merely as a response to structural changes 
within the industry or as representing 
entrepreneurial dynamism of the business 
house but also as a necessary hedge, an 
insurance, against the instability in sugar 
production and profitabilitv- 

Notes 

[This paper is a revised version of a chapter 
from the author’s doctoral thesis on Evolution 
of Sugar Policy in India. 1932-112: The Political 
R-onomy of State Intervention, (Centre for 
Development Studies, IKvandrum) Jawaharlal 
Nehru University, 1986. The author is grateful 
to Prabhat Patnaik for comments on earlier 
drafts of this chapter.] 

1 See fur example, BAG Robinson (1958). 
Robinson's reference to the ‘best si/e of the 
basiness unit' does not make clear what this 
unit corresponds to. 

2 This distinction is however explicitly made 
in J Robinson (1973), Ch 33, pp 336-340. 
Further, as she notes, “Large firms have 
other advantages besides economies of 
scale: command over finance, bargaining 
power with suppliers, the ability to terrify 
potential competitors, and so forth” (p 338). 

3 The most imtuirtant applied work in the 
mea.suie of economies of scale is that of the 
group of applied economists at Cambridge, 
UK. See Praitcn, Dean and Silberslonc 
(1971). 

4 J Robinson, op cil, p 338: “. . but poten¬ 
tial economies ul scale are continually being 
created and wiped out by technical 
change.. " Intcr-iemporal studies may still 
be po.s.sible it the lime interval is lelalively 
short and technical change, apart from an 
expansion in capacity alone, has not occur¬ 
red, c f P J Desiiie, Jones, Lee and Tyson 
(1974) pp 94-9 

4a Praitcn, op cil. p 3. 

5 The discussion ol the 1 RAC is based on 
J Vincr (1958) 

6 Ibid, p 4; Silberstone (1972) defines 
“classical economies of scale as those 
relating to the elfcci on average costs of pro¬ 
duction ot different rates of output, per unit 
of time of a given commodity, when all 
possible adaptations have been carried out 
to make production at each scale as effi¬ 
cient as possible." pp 368-80. 

7 Silberstone, ibid, p 376. On the other hand 
Joan Robinson rccognires the possibility of 
the m e s output being fairly small in com¬ 
parison to the total output so that ‘the 
minimum efficient rate of output of a plant 
is found to be of moderate size'. (J Rtibinson, 
op cit, p 37) and no important barriers to 
entry can be erected by scale economies 
alone. 

8 Sec M Kalecki (1972). 

9 J Robinson, op cit, Ch II, p 130. 

10 Prditen, op cit: This lacuna in Pratten’s 


work probably stems from the fact that he 
was essentially looking at similarities rather 
than dissimilarities across industries in the 
existence of economies of scale. 

11 This was reported to us in interviews with 
NA Ramaiah (former Director, National 
Sugar Institute, Kanpur), September 1983. 

12 See Proceedings of the 40ih Meeting of the 
Development Council for Sugar Industry, 
Ministry of FOod and Agriculture, Krishi 
Bhavan, New Delhi. June 4,1981 (mimeo). 

13 Assuming that the recovery per cent of cane 
is 10 per cent, the daily sugar production 
would be 500 tonnes, 

14 This classification is borrowed from the 
BICP itself. It should be noted however dial 
sugar mills caqnot be .so easily classified 
into three distinct groups since the actual 
unit costs vary a great deal and what we ac¬ 
tually encounter is a wide range of costs. 
See Arun Ghosh (1984), his table on con¬ 
version costs on p 1415 gives the range of 
cost categories which range from 'Less than 
Rs 50* (for 4 mills) to ‘more than Rs 300* 
(for 6 mills) with a bulk of the mills in cost 
range of Rs 60 to Rs 100 per quintal. 

15 Such a relationship is also observed for 
other sugar producing countries, see David 
(■ J Forsyth (1979). 

16 The fact that in the second half of the 1960s 
modernisation and capacity expansion in 
the 'sugar mill industry was liberally 
financed, thanks to the Report of the Com¬ 
mittee on Modernisation and Rehabilitation 
of Sugar Mills, government of India, (1964), 
would also have infliiciiccd the tendency in 
favour of capacity expansion. 

P While the Reserve Bank of India recom¬ 
mended that the distance betwen two mills 
should he nO kins (implying a radius of 30 
kms for each mill), the .Sugar Industry En¬ 
quiry Commi.vtion, government of India, 
(1974) suggested a distance of 50 kms and 
ihe study group of government of India set 
up recently recomniended a distance of 
40 kins. 

18 For 1978-79 yield per hectare of cane was 
92.1 tonnes in Maharaslilra and 38.3 ton¬ 
nes in 1 IP while recovery per cent of cane 
was 10.95 in the former and 9.28 in the 
latter. 

19 This IS not to deny the role of purely 
historical factors in influencing the si/e- 
distribution of mills specially in a siluation 
where firms rarely exit from an industry 
and continue to operate at low levels of ef¬ 
ficiency lor a variety of extraneous reasons. 

20 Report of the Sugar Enquiry Commission, 
government of India, (1965) p 144. This 
IS also borne out by the experience of 
some large capacity sugar mills, as for 
instance, the KCP Mills in Andhra Pradesh 
which have a capacity of 5,000 led. See 
'1 N Krishnamurthi (198.3).- 

21 See for example, R Srinivasan (1983). 

22 On the nature of, and reasons for, diver¬ 
sification of activity in the sugar mill 
industry in the pre-independence period 
sec Baiu (1986). Ch III. 

23 Ol the major bu.siness groups operating in 
sugar most of the foreign-owned firm were 
indigenised. The firm of Begg-Suthcriand, 
for example, was taken over by the 
Sawhney's, Kanorias, Khaitaiis and a cou¬ 
ple of mills by the Bihar government. All 
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Indian businen groups continued to retain 
control of their sugar mills while in recent 
years, that is in 1983, some of them like 
Thapar, have moved out allowing state take¬ 
over of all their mills. 

24 for an elaboration of these points see Baru, 
op cii. Chapters VI-Vlll. 

23 On the motives for, and forms of, diver¬ 
sification see E T Penrose (1959) Chapter 
Vll. To quote, “There are fine distinctions 
between diversification in response to 
specific opportunities, diversification to 
solve specific problems of demand, and 
diversification as a general policy for 
growth. In practice they are inextricably 
intertwined, and often the same act of diver¬ 
sification can be explained with reference 
to anyone of these motives, or to all three 
together. Many firms proclaim diversifica 
tion to be appropriate ‘poiicy’ for a grow¬ 
ing firm—policy’ in the sense that the firm 
should plan to be constantly looking for 
profitable fields in which to enter” p 144. 
V/e must distinguish however between ‘firm’, 
in this context, and the ‘business house’ in 
the Indian context. On the role of diver¬ 
sification in the Indian business house 
strategy see, P Patnaik (1972) Chapter 111. 

26 K'nrose, op cit, p 144. 

27 Patnaik, op cit. Chapter 8: The 
distinguishing analytical characteristic of 
the ‘business house' include (a) operation 
across a wide range of industries and ac¬ 
tivities implying extensive diversification at 
early stages in the growth of the business 
house, (b) integration of financial and 
tiading acliviiics with manufacturing, and 
(c) intei-linkages between business hou.ses 
through joint venture.s, inier-locking ot 
direciorships and so on, and, links through 
loim ventures with foreign capital. 

28 Sec Report of the Committee on Take-over 
oj Sugar Mills, government of UP, (1970) 
p 27 At least 16 firms were found not to 
base in fact ploughed back the depreciation 
allowances into the upkeep and modernisa¬ 
tion of plant and machinery. These funds 
were known to have been siphoned off by 
the diieciors of the concerned compiimes— 
the aincnmts nitmiiig into several lakh 
rupees. 

29 As of 198.1 as many as 33 of the 120 mills 
commissioned in UP and Bihai have been 
taken ovei by Ihc respective state govern¬ 
ments afioi being declared ‘sick units’. Siicli 
‘sick units’ coiiimuc to operate at sub- 
optimal levels ol efticieiicy as ‘public sec¬ 
tor* nulls owing to local pressure from 
caiic-growcis 

30 The activiiies of KC'P I td range from sugar 
and ceiiicm manufacture to manufacture of 
sugar and cement machinery, ^chemicals, 
spirits, alcohol, engineering goods and 
so on. 

31 Sec‘Sugar fo-opctaiises Told lo Diversify', 
H'onomic Times, Bombay, .luly 31. 1984; 
V Paul (C'hiet Mimstei ol Maharashtra and 
foimer President ol the National Federa¬ 
tion of I'o-opciative Sugar Factories) 
clarified that diversification did not mean 
exploitation of by-producis of sugarcane 
like b.-igasse and alcohol alone, ‘let the 


divernfleation take place into altogether 
new ines’ he said. 

32 That output fluctuations have a bouing on 
sugar mill profitability should be obvious 
and is borne out by data on ‘return to 
cafntal employed’ published for firms which 
are quoted in the Bombay Slock Exchange 
Directory (Vol 15). 
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The Paper Industry 

Consumption Trends and Projections upto 2000 AD 

Alka Subramanian 

The paper industry is one of the more capital intensive industries in the core sector. This paper estimates demand 
for paper, paper board and.newsprint upto 2000 AD. The author recommends that until 1992, the paper and 
paper board industry should concentrate on utilising existing capacity more efficiently rather than on capacity 
creation. The newsprint industry, however, needs to increase its production capacity tremendously if dependence 
on imports is to be reduced. The author has estimated the optimal economic size of a paper mill to be between 
seventy-five thousand and one lakh tonnes per annum. It is recommended that smaller paper mills should be 
encouraged to expand capacity so that economies of scale in production can be realised. 


paper and paper board can be broadly 
classified into two groups: 

(i) Cultural pver, for example; writing and 
printing p^ier, 

(ii) Industrial paper, for example, wrapping 
and packing paper, paper board and 
speciality papers such as electrial grade 
and tissue paper. 

Newsprint is different from paper and 
paper board in the sense that it contains at 
least 60 per cent to 70 per cent mechanical 
wood pulp and weighs between 40 gms and 
60 gms. It is uncoated, unsized and machine 
finished [Development Council Report 
(1983) ]. 

Paper is an essential item of consumption 
and its increased use reflects the living stan¬ 
dards of the country. The developed coun¬ 
tries’ consumption per capita of paper is 
much higher as. compared to the developing 
countries like India and Pakistan. Moreover, 
per capita consumption of paper in India 
has rot grown significantly over the last few 
years as can be seen from Thble 1. 

It is important to study the consumption 
trends of cultural paper, industrial paper and 
newsprint so as to make projections for the 
future structure of demand. Once the struc¬ 
ture of demand uptil 2000 AD is known the 
policy makers can expetd or create capacity 
in accordance with demand. In other words, 
they can formulate policies such that supply 
can increase without ‘shortage’. Given that 
capacity utilisation in the paper indastty has 
been low in the past, one does not want fur¬ 
ther excess capacity to be created. 

The paper and paper board industry, we 
find, should concentrate on utilising existing 
capacity more efficiently rather than on 
capacity creation for the next four years. It 
should aim at a capacity utilisation of at 
least 80 per cent. For newsprint the result 
IS different. New capacity ne^s to be created 
m the nesvsprint industry especially, if we 
want to reduce our dependence on imports. 
We also find that the optimal economic size 
of a paper mill is 73,000-1,00,000 tonnes per 
annum. 

The plan of this paper is as follows: in 
part 1, sue analyse consumption trends of 
-ultural and industrial paper, estimate 
demand functions for cultural paper, in¬ 
dustrial paper and newsprint and forecast 


their consumption upto 2000 AD. In part II, 
we discuss the optimal size of a paper mill, 
estimate effective operative capacity, and 
give the structure of cost of pr^uction of 
a paper mill. 

I 

Growth in consumption 

Consumption of paper and paper board 
has been increasing steadily since the 1960s, 
(refer to Ihbles 2 and 3) and is met almost 
entirely by domestic production. Imports of 
cultural paper and industrial paper have 
been negligible as can be seen .from Ikblc 2. 
On the other hand, imports form a signifi¬ 
cant part of the domestic consumption of 
newsprint. In 1972-73, for instance, imports 
met 78.6 per cent of the total consumption 
of newsprint in the country. With increased 
domestic production of newsprint, however, 
the importance of imported newsprint has 
declin^—in I98S-86, its share in consump¬ 
tion had fallen to 42.1 per cent (refer to 
Thble 3). 

One noteworthy feature of this industry 
is that if we divide the period 1931 to 1983 
into two sub-periods: 1961 to 1970 and 1971 
to 1983 we find that there has been a slow¬ 
ing down in the rate of growth of consump¬ 
tion of paper and paper board in the latter 
period (refer to Table 4). This may not be 
a desirable feature in a developing country 
like India. It is surprising that the rate of 
growth ill the consumption of industrial 
paper too ha.s declined in the period 1971-8.3 
as compared to the period 1961 70. 

In the case of newsprint, however, con- 
•sumption grew at a faster rate (6.40 per cent 
pa) in the period 1971-83 as compared to 
3.26 per cent pa in the period 1961-70. 

demand Estimates' 

yte have estimated demand functions for: 

i Cultural paper, 

ii Industrial paper and 

iii Newsprint. 

The demand for paper and paper board 
can be arrived at by adding the demand for 
cultural and industrial paper. 

Paper and Paper Board 

Some of the factors that influence the 


consumption of paper and paper board are: 

(i) The price of paper relative to the general 
price level in the economy. 

(ii) Growth of the education sector which 
can be captured by variables like the 
number of enrolments in school, the 
literacy rate, etc. 

(iii) Industrial output—since paper is used 
as an intermediate good by industry for 
packaging, etc 

Cultural Paper 

The estimated equation for the period 
1%1 to 1983 for cultural paper is as follows: 
Equation A: 

In CCP - (1.1090 -I 0.653J In EDEXK- 
(0.86) (12.31) 

0.3660 In [WPIPPP/WPIAI.L] 
(2.31) 

Adjusted R-squared = 0.9371 

Standard error of regre.ssion - 0.0779 

Durbin Watson Statistic = 1.16 

Where, In = Natural logarithm 
CCP Consumption of cultural 

paper in lakh tonnes. 
EDEXK ~ Real expenditure on educa¬ 
tion by the government in 
Rs lakhs 

WPIPPP Wholesale price index of 
paper and paper products 
(1970-71 = 100) 

WPIALI. = Wholesale price index of all 
commodities (1970-71 = 100) 

Tabli 1: Pi-K Capua CoNSiiMPi ION or Pai*EB 
IN India 

(KgsJ 


1970 

1.40 

1971 

1.42 

1972 

1.41 

1973 

1.35 

1974 

1.41 

1975 

1.39 

1976 

1.44 

1977 

1.50 

1978 

1.58 

1979 

1.61 

1980 

1.76 

1981 

1.85 

1982 

1.80 

1983 

1.71 

1984 

1.89 


conomic and Political Weekly May 28, 1988 


M-47 



Cultural paper is used mainly by the 
education sector and hence industrial out¬ 
put is not a relevant factor that determines 
its demand. The factors that influence the 
consumption of cultural paper are; 

(i) Expenditure on education by the 
government in real terms—this variable 
is used in lieu of variables like the 
number of enrolments in school, the 
number of literates, ctc.^ Demand for 
cultural paper is quite sensitive to this 
particular variable. More precisely, a 
unit increase in the expenditure on 
education, by the government leads to 
a 0.6S unit increase in the demand for 
cultural paper. 

(ii) Price of paper relative to the price of 
all commodities—Consumption of 
paper is negatively related to its price, 
but the price elasticity of demand for 
cultural paper is quite low—0.366. This 
is as expected as cultural paper (writing 
and printing paper) has very few sub¬ 
stitutes and this makes its demand less 
sensitive to price. 

Industrial Paper 

The estimated equation for the period 
1961 to 1983 for industrial paper is as 
follows: 

Equation B; 

In I IP .‘i.2225 t 0.6.‘i04 In EDhXK t- 
(2.13) (2.90) 

(1.572.1 In C’lDPMC'iK 0.32(19 In 
(1.70) (1.28) 

[WPIPPP/WPIPOL] 


Adjusted R-squated = 0.9714 

Standard error of regreuion 0.0698 

Durbin Watson Statistic 1J20 

where, 

CIP - Consumption of industrial 

paper in lakh tonnes. 
GDPMGK - Gross domestic product 
from the manufacturing 
sector at 1970-71 prices. 
WPIPOL - Wholesale price index of 
synthetic resins, lesins and 
piastic materials. 

Thus, the factors that influence the con¬ 
sumption of industrial paper are as follows: 

(i) Expenditure on education by the 
government in real terms: The impaa 
of this variable on the demand for in¬ 
dustrial paper is identical to its impact 
on the demand for cuitural paper. 

(ii) Industrial output: A higher level of 
industrial output measured by the gross 
domestic product originating in the 
manufacturing sector implies an in¬ 
creased consumption of industrial 
paper. For instance, packaging paper is 
used as an input by industry. For every 
1 per cent increase in gross domestic 
product from manufacturing the de¬ 
mand for industrial paper goes up by 
0.S7 per cent. 

(iii) Price-of paper, relative to price of 
polythene: Polythene and plastic can be 
effective substitutes for industrial paper 
in packaging. The price of paper 
relative to the price of polythene and 


Tabu 3: NewspriktIndustry: PaonuenoN, 
iMPons AND Consumption 
_ (Lakh tonnes) 


War 

Produc¬ 

Imports 

Con¬ 


tion 


sumption 

1972 

0.42 

1.54 

1.96 

1973 

OJS 

1.17 

1.32 

1974 

0.55 

1.41 

1.96 

1975 

0.32 

1.09 

1.61 

1976 

0.37 

1.23 

1.82 

1977 

0.57 

1,68 

2.23 

1978 

0.48 

2.32 

2.80 

1979 

0.48 

3.13 

3.61 

1980 

0.48 

3.18 

3.66 

1981 

0.64 

3.06 

3.70 

1982 

1.19 

2.00 

3.19 

1983 

1.63 

1.93 

3.56 

1984 

1.90 

2.40 

4.30 

1983 

2.70 

1.96 

4.66 

Note : 

Consumption of newsprint is esti¬ 
mated by adding production and 


imports. 



Source: 

1 Directorate General of Commercial 
Intelligence and Statistics. 

2 Directorate General of Ibchnical 


Development (OGTD). 


Table 4: Percentace Rates of Growth in 
Consumption of Paper and Paper Board 

Year 

Paper and 

Cultural 

Industrial 


Paper 

Board 

Paper 

Paper 

1961-71 

7.19 

6.81 

7.87 

1971-83 

4.78 

4.23 

5.25 

l%l-83 

3.11 

4.44 

6.00 


Tabi f S; PERci-NTAor Rafcs of Growth in 
C oNsuMFiiON 01 Newsprint 


Year Newsprint 

1961-70 3.26 

1971-85 6.40 

1961-83 3.32 


Tabi i: 6: Forfcasi I for Cultural, 

InDUSTRIAI and AtiClRFOATE PaPF.R AND PAPER 

Board (Ijikh tonnes) 


War Cultural 

Indus¬ 

Paper and 


Pa pet 

trial 

Paper 



Paper 

Board 

1984 

7.615 

6.523 

14.140 

1985 

7.910 

6.899 

14.809 

1986 

8.070 

7.211 

15.281 

1987 

8.400 

7.688 

16.088 

1988 

8.743 

8.198 

16.941 

1989 

9.101 

8.741 

17.842 

1990 

9.473 

9.320 

18.793 

1991 

9.860 

9.937 

19.797 

1992 

10.263 

10.395 

20.858 

1993 

10.683 

11.296 

21.979 

1994 

11.120 

12.045 

23.165 

1993 

11.574 

12.842 

24.416 

1996 

12.048 

13.693 

25.741 

1997 

12.540 

14.599 

27.139 

1998 

13.053 

15.566 

28.619 

1999 

13.589- 

16.600 

30.189 

2000 

14.142 

17.696 

31.838 

Rate of growth 




(1984-2000) 




per cent pa 

3.93 

6.32 

5.15 


Note. Paper and paper board is the sum of 
cultural and industrial paper. 


Tabi 1.2: Conmjmpiion, PRODUcrioN and Imi-orfs of Cuitural Paper and Industriai Paper 

(iMkh tonnes) 


Year __ Cultural Pap er_ __ Industrial Paper _Paper and 

Pi^uction imports Con- Production Imports Con- Paper 

sumption sumption Board Con¬ 

sumption 


1%I 

2..10 

0.11 

2.41 

1.34 

0.11 

1.45 

3.86 

1962 

2.34 

0.11 

2.45 

1.54 

0.12 

1.66 

4.11 

1963 

3.01 

0.14 

3.15 

1.62 

0.15 

1.77 

4.92 

1964 

3.19 

0.13 

3.32 

1.72 

0.12 

1.84 

5.16 

1965 

3.35 

0.15 

3.50 

2.02 

0.14 

2.16 

5.66 

1966 

3.80 

0.10 

3.90 

2.05 

0.10 

2.15 

6.05 

1967 

3.77 

0.07 

3.84 

2.32 

0.07 

2.39 

6.23 

l%8 

4.03 

0.07 

4.10 

2.36 

0.07 

2.43 

6.53 

1969 

4.15 

0.07 

4.22 

2.61 

0.06 

3.26 

6.89 

1970 

4.40 

0.07 

4.47 

3.20 

0.06 

2.67 

7.73 

1971 

4.67 

0.07 

4.74 

3.18 

0.07 

3.25 

7.99 

1972 

4.44 

0.11 

4.55 

3.41 

0.11 

3.52 

8.07 

1973 

4.41 

0.08 

4.49 

3.34 

0.09 

3.43 

7.92 

1974 

4.82 

0.09 

4.91 

3.45 

0.09 

3.43 

7.92 

1975 

4.97 

0.08 

5.05 

3.32 

0.08 

3.40 

8.45 

1976 

5.23 

0.09 

5.32 

3.57 

0.09 

3.66. 

8.98 

1977 

5.32 

0.11 

5.43 

4.03 

O.Il 

4.14 

9.57 

1978 

5 72 

0.12 

5.84 

4.33 

0.13 

4.46 

10.30 

1979 

5.97 

0.11 

6.07 

4.51 

0.11 

4.62 

10.69 

1980 

6.33 

0.42 

6.75 

4.79 

0.42 

5.21 

11.96 

1981 

7.12 

0.25 

7.37 

5.23 

0.25 

5.48 

12.85 

1982 

7.06 

0.20 

7.26 

5.30 

0.20 

5.50 

12.76 

1983 

6.38 

0.20 

6.58 

5.60 

0.20 

5.80 

12.38 


Nates: I Imports have been equally distrubuted between cultural paper and industrial paper. 

Exports have not been included since the cateory-wise deuils on exports are not availabie 
2 Ibtal consumption of paper and paper board is computed by adding the consumption 
of cultural paper and industrial paper. 

Source: ICICI (1985) Report. 


M-48 


Economic and Political Weekly May 28. 1988 



plastic is theiefore an important deter¬ 
minant of the demand for industriai 
paper. A 1 per cent rise in this relative 
price leads to a 0J2 per cent fall in the 
consumption of pa^. 

Sewsprint 

The estimated equation for the period 
1961 to 198S for the consumption of 
newsprint is: 

Equation C: 


Table 7: Forecast for Paper and Paper 
Board by Various Agencies 

(Lakh tonnes) 


Year 

Cultural 

Paper 

Indus¬ 

trial 

Paper 

Aggregate 
Paper and 
Paper 
Board 

DiTelopmeat (Council (1983) 


1984 

8.06 

5.49 

14.09 

1985 

8.48 

5.78 

14.82 

1990 

10.49 

7.59 

19.09 

1995 

14.11 

9.98 

24.59 

2000 

18.19 

13.12 

31.68 

ICICI (1985) 

1985 

8.4 

6.6 

15.0 

1986 

8.8 

7.1 

15.8 

1987 

U 

7.5 

16.6 

1988 

.9.6 

8.0 

17.5 

1989 

10.0 

8.5 

18.4 

1990 

10.5 

9.0 

19.4 

TPG (1987) 
1984 

7.62 

6.53 

14.14 

1985 

7.91 

6.90 

14.81 

1990 

9.47 

9J2 

18.79 

1995 

11.57 

12.84 

24.42 

2000 

14.14 

17.70 

31.84 


Note : Development Council figures are their 
upper bound forecasts. 

Source: Etewlopmem Council Report [1983J 
and ICICI Report |198S]. 


in CNP - -14.8957 + 1.4754 In GDP 
(9.64) (10.11) 

Adjusted R-squared » 0.8084 

Durbin Watson Statistic = 1.28 
Standard error of regression « 0.1913 
Where^ 

CNP - Consiunption of newsprint in lakh 
toimes. 

GDP - Gross domestic product at factor 
cost at 1970-71 prices. 

In the case of newsprint, we find that its 
demud is not sensitive to price The co¬ 
efficient of the price of newsprint relative 
to that of all commodities is not si gnificantl y 
different from zero-and hence we did not in¬ 


clude it in the forecast equation. This is not 
surprising as newsprint cannot be substituted 
efreedv^ by any other commodity. In other 
words, h is a fits^ coefficient of production 
technology or a certain fixed quantity of 
newsprint is needed to produce a certain 
quantity of newspaper. Consumption of 
newsprint depends directly on GDP. 
Forecasts upto 2000 ad—Paper and 
Paper Board 

Using equations A and B we have forecast 
the consumption of paper and paper board 
for the period 1984-2000 as the sum of the 
consumption of cultural and industrial 
paper. The exogenous variables namely 


Table 9: Forecast II or Demand for 
Cultural Paper, Industrial Paper and 
Aggregate Paper and Paper Board 

(Uikh tonnes) 


Year 

Cultural 

Paper 

1984 

7.615 

1985 

7.910 

1986 

8.070 

1987 

8.400 

1988 

8.743 

1989 

9.101 

1990 

9.473 

1991 

9.860 

1992 

10.263 

1993 

10.683 

1994 

11.120 

1995 

11.574 

1996 

12.048 

1997 

12.540 

1998 

13.053 

1999 

13.589 

2000 

14 142 

Rate of growth 

(im-2000) 

per cent pa 3.93 


Indus¬ 

Paper and 

trial 

Paper 

Paper 

Board 

6.525 

14.141 

6.899 

14.809 

7.099 

15.169 

7.452 

15.852 

7.822 

16.565 

8.210 

17.311 

8.618 

18.091 

9.046 

18.906 

9.495 

19.758 

9.967 

20.650 

10.462 

21.581 

10.981 

22.556 

11.526 

2.3.574 

12.099 

24.639 

12.700 

25.753 

13.333 

26.922 

13.992 

28.134 

4.79 

4.34 


Tabif 11: Forecast FOR Newsprint 
Consumption (1986-2000) 

(Lakh tonnes) 


Vear 


Newsprint Consumption 


1986 4.141 

1987 4.367 

1988 4.604 

1989 4.855 

1990 5.119 

1991 5.397 

1992 5.691 

1993 6.001 

1994 6.327 

1995 6.671 

1996 7.034 

1997 7.417 

1998 7.821 

1999 8.246 

2000 8.694 
Raie of growth over 

the period (1986-2000) 

in per cent p a 5.3 


Table 12: Projected Demand for Newsprint 
BY Various Agencies 


Table 8: Capacity to be Built to Meet the 
Demand for Paper and Paper Board 
UNDER Case 1 

(Lakh tonnes) 

Vear_ Camwity Needed _ 

At 80 Per Cent At 70 Per Cent 



Capacity 

Capacity 


Utilisation 

Utilisation 

1984 

17.675 

20.20 

1985 

18.511 

21.16 

1986 

19.101 

21.83 

1987 

20.110 

22.98 

1988 

21.176 

24.20 

1989 

22.303 

25.49 

1990 

23.491 

.26.85 

1991 

24.746 

28.28 

1992 

26.073 

29.80 

1993 

27.474 

31.40 

1994 

28.956 

33.09 

1995 

30.520 

34.88 

19% 

32.176 

36.77 

1997 

33.924 

38.77 

1998 

35.774 

40.88 

1999 

37.736 

43.13 

2000 

39.798 

45.48 


Table 10: Capacity Needed to be Built up to 
Meet the Demand for Pai-lf and Paper 
Board under Casf 2 

(Lakh tonnes) 


Vsir 

At 80 Per Cent 

At 70 Per Cent 


Capacity 

Capacity 


Utilisation 

Utilisation 

1984 

17.68 

20.20 

1985 

18.51 

21.16 

1986 

I8.% 

21.67 

1987 

19.82 

22.65 

1988 

20.71 

23.66 

1989 

21.64 

24.73 

1990 

22.61 

25.84 

1991 

23.63 

27.01 

1992 

24.70 

28.23 

1993 

25.81 

29.50 

1994 

26.98 

30.83 

1995 

28.19 

32.22 

1996 

29.47 

33.68 

1997 

30.80 

35.20 

1998 

32.19 

36.79 

1999 

33.65 

38.46 

2000 

35.17 

40.19 


Year 

Newsprii 

Drvrlopmrnt Council 

1984 

2.93 

1985 

3.05 

1990 

3.71 

1995 

4.52 

2000 

5.50 

Rale of growth (per cent pa) 

4.01 

ICICI 

1985 

3.6 

1986 

3.8 

1987 

4.0 

1988 

4.2 

1989 

4.4 

1990 

4.6 

Rate of growth (per cent pa) 

TI*C 

4.9 

1986 

4.171 

1990 

5.119 

1995 

6.671 

2000 

8.695 

Rate of growth (per cent pa) 

5.300 
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Table 13 A: Installep Cafaoty of Closed Paper Units— CATEaonrwisE 

fVOO taHnes) 


Yeu 

I 

(above 20) 

II 

(10-20) 

HI 

(3-10) 

IV 

(2-3) 

V 

(1-2) 

1983 

212.0 

15.0 

40.8 

15.0 

12.6 

1984 

212.0 

28.5 

40.8 

25A 

12,6 

1985 

241.5 

78.0 

96.8 

63.7 

212 

1986 

264.5 

94.5 

150.2 

II8.6 

46.9 


Table IS B: Categorywise Installed CAmcrry m the Paper and Paper Board Industrv 

^1000 tonnesj 


As on 

I 

(above 20) 

11 

(10-20) 

Ill 

(5-10) 

IV 

(2-3) 

V 

(1-2) 

1-80 

1080.00 

110.00 

190.00 

110210 

50.00 

1-81 

1110.00 

120.00 

250.00 

120.00 

60.00 

-1-82 

1127.86 

148.60 

326.58 

147.77 

66.15 

-1-83 

1160.86 

160.30 

336.28 

172.51 

77.29 

-1-84 

1172.36 

168.30 

499.48 

230.42 

94.55 

-1-83 

1172.36 

235.80 

565.23 

279.86 

96.75 

-1-86 

1357.30 

278.60 

622.72 

311.80 

84.70 


Notr. Figures in parenthesis refer to installed capacity in thousand tonnes per annum. 


etpendituie on education and gross domestic 
product from the numuGuturing sector are 
assumed to take their trend values over the 
forecast period. The price of paper relative 
to that of aU commodities is assumed to take 
the 1983 value for the forecast period. 

The growth rates assumed for the exogenous 
wiabies are as follows: 

Gross domestic product at factor cost at 
1970-71 prices—3.59 per cent per annum.’ 
Gross domestic product from manufactur¬ 
ing at (1970-71) prices = 4.23 per cent per 
annum. 

Real expenditure by the governmirot on 
education -'6.13 per cent p^ annum. 

For the price of paper relative to that of 
its substitutes (that is polythene) we have 
made alternative assumptions. 

Case 1: In this scenario, ii is a.ssumed that 
the price of paper relative to the price of 
polythene ukes the liffiS value for the 
forecast period. Ikble 6 gives the forecast 
value for cultural paper; industrial paper and 
aggregate paper and paper board. 

Forecasts for consumption of paper and 
paper board have been attempted before by 
various research groups [NCAER (1976), 
FAG (1977), PDddar (1979), Planning Com¬ 
mission (11^4), Development Council <1983X 
ICICI (1985) ]. Vfe compare our forecasts 
with that of those of the Development 
Council [I983]and ICICI [1983] as they are 
relatively recent Oefer to Thble 7). 

Let us compare the TPG forecast with that 
of the Development Council to begin with. 
We End that, the figures compare well for 


Tabi r 13: Cahacity Needed in the Newsprint 
Industry io Mfft Demand 

(Lakh tonnes) 


Year 

“4 

0 

When Imports Meet 

0 Per Cent 30 Per Cent of 
f Domestic Domestic 

Demand Demand 

1986 

3.11 

3.62 

1987 

3.28 

3.82 

1988 

3.45 

4.03 

1989 

3.64 

4.25 

1990 

3.84 

4.48 

1991 

4.05 

4.72 

1992 

4.27 

4.98 

1993 

4.50 

5.25 

1994 

4.75 

5.54 

1995 

5.00 

5.84 

1996 

5.28 

6.15 

1997 

5.56 

6.49 

1998 

5.87 

6.84 

1999 

6.18 

7.22 

2000 

6.52 

7.61 

Note-. Wc have assumed a capacity utilisation 

rate of 80 per cent for the above analysis. 

Tabi e 14: Investmfni per Annual Tonne 

Needed to Set Up a New Paper Mill in 1985 

Category 

Capacity in 

Rupees/annual 


tpa 

tonne 

Category 1 

Above 20000 

31656 

('ategory 111 

5001-10000 

8698 

Category IV 

2001-5000 

5272 


aggregate paper and paper board. But. for 
cultural paper the Dewlopment Council 
forecasts a much higher Egure—18.19 lakh 
tonnes, as compared to 14.14 lakh tonnes by 
us for the year 2000 AD. For industrial 
paper, however, our forecast at 17.70 lakh 
tonnes is higher for the year 2000 AD. 

This implies that the rate of growth in the 
consumption of industrial paper at 6.32 
per cent pa is higher than that forecasted 
by the Dewlopment Council at 5.60 per cent 
pa. In a developing economy, like India, it 
seems reasonable that the demand for 
industrial paper would grow at a much faster 
rate than that for cultural paper. In this 
sense, our forecast seems more acceptable 
than that of the Development Council. The 
ICICI forecast for tlw donand for paper and 
paper board uptil 1990 is more or less similar 
to our forecast. 

If the structure of the demand for paper 
and paper board is given by Tkble 6, the 
existing installed capacity in the paper and 
paper board industry of 26.53 lakh tonnes 
is sufficient to meet the demand upto 1992 
assuming a capacity utilisation of 80 per 
cent. Assuming, a lower capacity utilisation 
of 70 per cent, the existing capacity is ade¬ 
quate uptil the year 1990 (refer to Ikble 8).^ 

The above analysis suggests that for the 
next four years at least, the paper and paper 
board industry should concentrate on utilis¬ 
ing existing capacity more efficiently rather 
than on capacity creation. Further, the paper 
and paper board industry should try to 
achieve a capacity utilisation of at least 80 
per cent. This does not seem a very difficult 
task as throughout the period 1951-74 the 
industry had a capacity utilisation of 80 per 
cent or more. 

Assuming a capacity utilisation of 80 per 
cmt, new capacity to the tune of 13.2 lakh 
tonnes needs to te set up over the period 
1993 to 2000. This implies that roughly 1.65 
lakh toruies of new capacity should be added 
each year from 1993 u’)to2000. Again, these 


figures seem reasonable and domestic pro¬ 
duction should be able to meet ftiture 
demand easily. 

Case 2: Here it is assumed that the price of 
paper rdativc to that of po.lythene goes up 
by 5 per cent each year. In this case since 
paper is relatively more expensive than its 
substitutes (polythene and plastic) in packag¬ 
ing, its consumption is lower as compared 
to the previous case. The forecast values for 
cultural paper, industrial paper and ag¬ 
gregate paper and paper board are given in 
Ikble 9. The forecast of consumption of in¬ 
dustrial paper under this alternative assump¬ 
tion is 26 per cent lower and for aggrqtate 
paper and paper board is 13 per cent lower, 
for 2000 AD as compared to Case 1. In fact, 
this forecast matches with the forecast for 
industrial paper given by the Development 
Council. Under this alternative assumption, 
existing installed capacity in the paper and 
paper board industry is sufficient to meet 
demand uptil 1994 assuming a capacity 
utilisation of 80 per cent. Between the period 
1994 and 2000, new capacity to the tune of 
8.2 lakh tonnes needs to be set up (refer to 
Ikble 10). 

Newsprint Forecasts upto 2000 ad 

Using equation C, we have arrived at a 
forecast for newsprint consumption upto 
2000 AD (refer to Ikble II). The rate of 
growth of newsprint consumption over the 
forecast period 1986 to 2000 is 5.3 per cent 
pa. This loTcast of newsprint consumption 
is much higher than that of the Development 
Council or ICICI (refer to Tkble 12). 

Currently, imports of newsprint meet 42 
per cent of domestic demand. If we assume 
that over the forecast period, imported 
newsprint constitutes 40 per cent of domestic 
consumption, new capacity needs to be 
created. Over the period 1986 to 2000 AD 
3.72 lakh tonnes of capacity needs to be 
created in the newsprint industry. The ex¬ 
isting capacity of 2.8 lakh tonnes is not 
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sufficient to meet the demand for news¬ 
print even in 1986. If the share of imports 
in domestic consumption of newsprint 
decreases to 30 per cent, the addition to 
existing capacity' needed to meet future 
demand is obviously higher (see Ihbie 13). 
If we wish to reduce our dependence on im¬ 
ported newsprint, and this is a desirable ob¬ 
jective, domestic production has to increase 
at a faster rate than in the past. There is a 
need to create capacity in this industry as 
opposed to the paper gnd paper board 
industry where existing capacity needs to be 
utilised more efficiently. 

II 

Economies of Scai f 

The previous section gives a forecast of 
the demand for paper mid paper board and 
newsprint uptil 2000 AD. In order to meet 
this demand new capacity to the tune of 13.2 
lakh tonnes needs to be installed. Hie ques¬ 
tion that arises is: should new capacity be 
created in all categories of paper mills ir¬ 
respective of their size or is it more efficient 
or cost effective to set up a particular size 
of paper mill? In other words, are there 
significant economies of scale in the paper 
industry and if so what is the optimum scale 
of operations? 

The optimal size of a plant correspont"'. 
to the lowest cost of production and hence 
the prefix ‘optimum’. ’ Recently, the govern¬ 
ment has decided to prescribe minimum 
economic scales of operations for some key 
industrie.s. It is assumed that this would 
make the plants both economically viable 
and more competitive. Such a move on the 
part of the government is indicative of a 
change in the policy of encouragement to 
small scale units. Economic size for the 
paper industry, however, still remains to be 
determined. It is one of the more capital 
intensive industries in the core sector and it 
is important to determine the economic scale 
for a paper mill so that new mills can use 
this information. 

Based on a study of unit level data we have 


TaBLF 16 A; CAPAC nV UllUSATION Basf.don 
Effective Capacity 

(Percentage) 


Year 

1 

II 

III 

IV 

V 

1983 

78 7 

61.0 

69 .2 

62.1 

93.2 

1984 

81.1 

75.7 

61.9 

65.3 

76.0 

1985 

88 1 

79.5 

65.2 

71.5 

106.8 

Table 16 B: Cafatity Utilisation Based on 
Total Instai led Capacity 

(Percentage) 

As on 

I 

H 

HI 

IV 

•V 

1-80 

71 

67.0 

51.? 

67.8 

72.0 

1-81 

79 

62.0 

99.2 

66.9 

89.3 

1-82 

75 

56.^ 

51.2 

52.6 

62.4 

1-83 

64 

55.3 

60.8 

56.7 

78.0 

1-84 

67 

62.9 

56.9 

58.0 

65.9 

1-85 

70 

53.2 

.54.0 

54.7 

76.8 


estinuted the investment per annual tonne 
required for setting up a new paper mill. V/t 
have been able to get this information for 
three categories of paper mills—namely 
categories I, III and IV.* The figures in 
Thble 14 are at 1985 prices, for example^ to 
set up a new paper mill with an installed 
capacity greater than 20,000 tpa, the invest¬ 
ment required is rupees 3I,6S6/annual tonne. 
Further the cost of expansion from 10,000 
tonnes per annum to 24,000 tonnes per 
annum for a paper mill based on un¬ 
conventional raw materials is roughtly 
Rs 12,lSS/annual tonne and from 2S,0(X) 
tonnes per annum to 37,000 tonnes per 
annum is roughly Rs 24,0IS/annual tonne 
at 1985 prices. These figures are derived 
from project appraisal reports submitted to 
the financial institutions, e g. lOBI, IPCI, 
and ICICI before setting up a new paper 
mill. It implies that it may be more 
economical to expand capacity from 10,000 
tonnes per annum to 24,000 tonnes per' 
annum rather than set up a new paper mill 
of 24,000 tonnes per annum. 

We computed the rate of return over 
investment for paper mills having an 
installed capacity of 20,000 tonnes per 
annum or more (category I) and for those 
having an installed capacity greater than 
5,000 tonnes per annum but less than or 
equal to 10,000 tpa (category III). The return 
on investment was computed as follows: 

Return on (pricc/tonne - cost of pro- 

Keiurn on duction/tonne) x output 

investment -- 

per year total investment 

For paper mills falling in category I, the 
return on investment per year is 7.34 per cent 
(assuming 100 per cent capacity utilisation). 
Category Hi paper mills, however, get a 
return of only 1.31 percent pa on their 
investment, if they have a capacity utilisa¬ 
tion of 100 per cent. The bigger paper mills 
are able to get a higher return on their 
investment as they have a lower cost of pro¬ 
duction even though the total investment 
needed for .setting up a new paper mill of 
category 1 is much higher as compared lo 
that of category HI. 

In order to get a return of 15 per cent per 
year on their investment, a paper mill should 
produce 90,000 tonnes per annum. In other 
words, the optimal economic sw of a paper 
mill is approximately one ]akh tonnes per 
annum.^ 

Currently, only the following paper mills 
have an installed capacity greater than 
50,000 tpa namely (i) both units of Orient 
Paper Mills, (ii) Straw Products (iii) both 
units of Ballarpur industries, (iv) Andhra 
Pradesh Pulp and Paper Mills Ud, (v) West 
Coast f^per Mills Ltd and (vi) Bhadmchalam 
Paper and Boards Ltd. In the newsprint 
industry, all the uniu have an installed 
capacity greater than 50,000 tpa. Since all 
these uniU are closest to the optimal size, 
it is not surprising that their capacity utilis- 
tion is around 90 per cent or more, 


Table 17: Structure of Cost of Production 
OF Paper Mills Using Unconventional Raw 
Materials 

(Percentage in total) 


Category 1—Capacity 24,000 tonnes per annum 
and above 

Raw materials 

63.4 

Utilities 

11.0 

Labour 

9.3 

Repairs and maintenance 
Administrative expenses and 

7.3 

sales expenses 

9.0 

Total 

100.0 

Categor>’ 11—Capacity 10,000 to 20,000 tonnes 
per annum 

Raw materials 

59.7 

Utilities 

14.2 

1ahour 

6.3 

Repairs and maintenance 
Administrative expenses and 

6.9 

sales expenses 

12.9 

Ibial 

100.0 


Category 111 Capacity 5,000 to 10,000 tonnes 


per annum 

Raw maierials 

65.6 

Utilities 

13.8 

l.abour 

lO.I 

Factory overheads 

10.5 

Total 

lOO.'O 


Category IV—Capacity 2,(X)0 lo 5,000 tonnes 


per annum 

Raw materials 

55.1 

Utilities 

25.7 

Plant overheads (labour and 


repairs and maintenance) 

I 4.7 

Administrative and sales expenses 

4.5 

Total 

100.0 


Effective Operating Capacity 

jPbr any industry it is important to know 
the capacity that is inoperative or not in use. 
This gives us an idea of effective operative 
capacity. Ideally, capacity that has not been 
in operation for the last few years should be 
subtracted from total installed capacity to 
arrive at effective operating capacity. 

From a study of unit level data on 
installed capacity, we have estimated the 
closed capacity (categorywise) of paper mills 
in India for the period 1983 to 1986 (refer 
to Ikble ISA). Ihble ISB gives the total 
installed capacity in the paper industry for 
the five categories of mills. Comparing 
Tkbtes ISA and ISB one finds that in 1986, 
19.5 per cent of the installed capacity was 
shut in paper mills falling in category I. For 
paper mills falling in category II. Ill, IV, and 
V, however, about 32 per cent of the insudled 
capacity is shut. The casualty rate among 
smalt paper mills (that is, less than 20,000 
tpa), has been higher as compared to their 
larger counterparts. In fact, the paper mills 
having an annual installed capacity between 
1,000-2,000 tonnes for annum (category V) 
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Table 18: Cost of a Pxoduction of Large 
Newsprint Mill Based on Bagasse 

(Percentage in total) 


Raw materials 53.6 

Utilities 22.8 

Labour 9.7 

Stores and spares 7.2 

Repain and maintenance 2.3 

Administrative and salc.s expenses 4.4 

Total K)0.00 


have had the highest casualty rate in 1986, 
In this categor>' 55.4 per cent of the installed 
capacity is inoperative. 

Let us define effective operative capacity 
as total installed capacity less capacity that 
is not operative or the capacity of closed 
units in each category. Based on effective 
operative cpacity we have computed the capa¬ 
city utilisation of paper mills (see Ikble 16 
A|. Compare Ihble 16 A with Ikble 16 B 
which gives capacity utilisation baseef on 
total installed capacity. Obviously the figures 
in Table 16 A arc higher as compared to 
Table 16 B. 

STRIKTURI- OF COST OF PRODUtTION 

Ikble 17 gives an approximate break up 
of the cost of production of a paper mill ac¬ 
cording to its installed capacity. The tabic 
refers to paper mills based on unconven¬ 
tional raw materials. Raw materials con¬ 
stitute mote than 50 per cent of the total cost 
for all categories of paper mills. This is very 
high compared to international standards. 
Our energy consumption is roughly two and 
a half times more than that abroad. A 
similar break-up of costs is given for a 
newsprint mill based on unconventional raw 
materials in Tkble 18. 

Problems Faced hy Mini Paper Mills 

We studied the problems faced by mini 
paper mills, that is category V, and ranked 
them in order of importance. We find that 
the most serious problem for a mini paper 
mill is difficulties in raw materials supply. 
More specifically, their greatest clifficuity is 
getting adequate supply of coal, power cut 
and trippings and the high cost of power. 
They do not state any locational disadvan¬ 
tages. For them, supply of raw materials and 
the general reces.sion in the paper industry 
ate more serious issues. 

For category I as stated in the earlier 
report, it is power cut and trippings, price 
and production controls that are the most 
important problems. In fact, for all 
categories of mills power cut and trippings 
was the most serious problem. 

INotfs 

[This paper forms a part of a study com- 
nii>ioiii-d ID I he lOliLT Ciroup by the Industrial 
ITevelopmeni Bank of India (IDBI). llie author 
would like lo thank them for financing the 
study and giving her the necessary information.] 
I The terms demand and consumption are used 

synonymously. 


2 In India, as in other countries education 
(especially at the university level) is subsidised 
to a large extent. 

3 This historical rate of growth of GDP may 
be low. If we assume a 5 per cent rate of 
growth of GOP and a rate of growth of 8.S 
per cent for GDP from manufacturing, the. 
forecast of consumption of paper would be 
higher. In this sense our forecast can be 
termed as ‘conservative’. 

4 A low rate of capacity utilisation is con¬ 
tributing to the current sickness in the paper 
and paper board industry. The causes of this 
are discussed in detail in the earlier report. 

5 Note that if the average cost curve is U- 
shaped or there is a unique minimal average 
cost level of the output there is an optimal 
scale of production. 

6 Category I refers to the largest paper mill and 
category V to the smallest, in terms of their 
installed capacities. 

7 In India, the largest size of paper mill is one 


lakh tonnes per annum as compared to ten 
lakh tonnes per annum abroad. 
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Role of Large and Small Firms 

Engineering Exports 

Murali Patibandla 


in India’s 


✓ 

This paper examines the role of large and small firms in India’s engineering exports under the existing policy 
regime and industrial structure. The government’s industrial and trade policies and the domestic market structure 
appears to have encouraged large firms to be more inward oriented. The domestic market for final products is 
not only protected from imports but also characterised by strong entry barriers, which, in turn, appears to have 
resulted in higher relative profitability of domestic sales compared to exports. On the other hand, several small 
firms, which concentrate in producing intermediate products for (a few) large firms appear to be driven to export 
markets to reduce their dependence on the domestic market. The paper derives certain broad observations and 
policy implications based on a firm level field study and a set of econometric exercises. 


SINCE India is a maqinat exporter in the 
micmational markets for engineoing goods, 
(he analysis^ in this paper, draws primarily 
upon domestic marka concUtions, under the 
assumption of small country in the world 
market. The paper makes a conceptual 
distinction between: (i) absolute and relative 
sire of a Arm under a given production and 
market structure; and (ii) firm level export 
competitiveness and orientation. An attempt 
is made at identifying and analysing the role 
of market imperfections and policy factors 
in firm level export behaviour in relation to 
size. A set of broad and specific observations 
and policy conclusions for the industry are 
drawn from the analysis. 

The engineering industry is taken on the 
basis of Standard Industrial and Trade 
C'lassirication (SITC). Broadly, it includes 
the machinery and transport equipment in¬ 
dustries, met^ manufacturers and scientific 
instruments. An aggregate analysis of the 
entue engineering industry as well as 'disag¬ 
gregate analysis of three sub-groups, viz, 
(I) hand, small and cutting tools; (2) diesel 
engines and parts; and (3) steel tubes and 
pipes is undenaken. The choice of the three 
industries is based on the degree of export 
oiiemation and technological feasibility for 
the existence of varied sized firms in these 
industries. 

The observations in the paper are based 
on a firm level field study undertaken for 
a sample of 60 firms and a set of econo¬ 
metric exercises. The econometric exercises 
are done in two phases. The first phase 
derives static observations on the basis of 
a cross section firm level data for 1982-83 
and 1983-84. In this phase, the data consists 
of 100 firms at aggregate level and 85 firms 
at disaggregate level. The phase two derives 
dynamic observations from changes in the 
cross section variables. The time series data 
consists of 71 firms at aggregate level for a 
period of six years, from 1978-79 to 1983-84. 
The data used in the econometric exercises 
•'> on the basis of company balance sheets 
at registered establishment level. 

The analysis suggests that the policy fac¬ 
tors and market imperfections as major 
factors for the significant differences in 
the revealed export orientation and com¬ 


petitiveness of firms belonging to different 
size categories. Large protected domestic 
markets seemed to have encouraged large 
firms to be more inward looking in search 
of monopoly profits. This is in contrast 
with the behaviour of small and medium 
(S and M) firms. The revealed exports of 
large firms seemed to be based mainly on 
the objective of retaining domestic pro¬ 
fitability and on the basis of domestic 
demand conditions. Although large pro¬ 
tected domestic markets are supposed to 
make large firms more export competitive 
because of the possibility of scale 
economies, it does not seem to be operating 
in the industry. The scale economies advan¬ 
tage towards exports might not be reaped by 
large firms because of differences in the 
nature of domestic and international 
demand and the policy constraints towards 
the growth of these firms in specialised 
areas. 

Small firms contribute to a considerable 
amount of export earnings of several 
engineering industries. The major factor 
behind the revealed exports of small firms 
appeared to be institutional factors like the 
protection of small firms through the reser¬ 
vation policies and .fiscal incentives. 
Although small firms have export presence 
in several engineering industries their export 
potential might be only in few lines. Small 
firms are potentially export competitive in 
those industries where they are export rele¬ 
vant, due to specialisation in a narrow range 
leading to static and dynamic efficiency. The 
growth of thesi: Arms in specialised areas will 
result in significant economies in terms of 
learning by doing both in manufacturing 
and export activities. It is observed that one 
of the major factors constraining the growth 
of small Arms through specialisation are the 
reservation policies and large amount of 
fiscal incentives given to the small scale 
industries (SSI). Since.it is beneficial to 
remain as a (registered) small Arm due to 
the policies, the efftcient small Arms tend 
to achieve growth through premature diver- 
siAcation into multi-plant and multi-product 
operations. The potential export com¬ 
petitiveness of small firms can be enhanced 
by encouraging their growth in narrow range 


of operations. 

The plan of this paper is as follows: In 
Section I, the conceptual definition of Arm 
size and Arm level export behaviour is made. 
In section II, the issues and observations for 
the industry are derived from the Aeld study 
Andings, secondary data and literature 
survey. Some of the i.ssues of Section II are 
substantiated through a set of econometric 
exercises in Section III. In Section IV, the 
conclusions and policy implications are 
derived by integrating the field study fin¬ 
dings and the econometric results. 

I 

(ktneeptua] Uefinition of Firm Kin* 

Conceptually Arm size is defined in terms 
of production and market viabilities in a 
given industry. Under this approach a firm's 
size would be examined from ab.solute and 
relative aspects. The distinction between the 
two aspects is based on the production and 
market structure characteristics of an 
industry. 

The initial condition for production 
viability of a firm from the absolute aspect 
is determined by the nature of production 
technology. The nature of technology, in 
turn, determines the amount of Axed costs 
to be incurred by a Arm to be set up and 
to survive in an industry. Under the given 
state of the art, the absolute aspect gives the 
minimum absolute viable size of a firm (in 
terms ol fixed assets) to exist and the 
resulting feasibility for the existence of dif¬ 
ferent sized Arms in an industry. For exam¬ 
ple, in the heavy engineering industry, the 
minimum viable size in production could be 
large and the dispersion in the size distribu¬ 
tion across Arms in the industry may not be 
large. The dispersion in the size distribution 
would be determined mostly by the market 
conditions. hercas in the light engineer¬ 
ing industry, the dispersion in size distribu¬ 
tion across existing Arms could be large 
because of the nature of technology and 
factor and product market segmentations. 

Under a given market structure, market 
viability of a Arm determines Uk relative size 
of a firm in an industry. Firm level market 
viability is governed by the degree of market 
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power a Hnii wields relative to the other 
firms in the product and factor markets. 
Firm level market power is influenced by the 
extent of entry, exit and expansion barriers 
imposed by the market structure, demand, 
cost conditions and government policies. 

Firm levd production and market viability 
in absolute and relative terms are not in¬ 
dependent of each other in determining a 
firm’s standing in an industry. Fixed cosu 
to be incurred by a firm are not only deter¬ 
mined tv the given state of technology but 
also by the market structure conditions like 
the extent of entry and expansion barriers. 
To be market viable a firm might have to 
incur large amount of fixed costs in terms 
of marketing and after sales services, etc. On 
the other hand, a firm’s production viability 
also determines its marte viability in terms 
of scope for scale economies, level of pro¬ 
duction efficiency, which, in turn effect its 
average cost conditions and consequent price 
behaviour. Similarly, a firm which is highly 
market viable and has a large share of the 
domestic market will have scope to reap scale 
economies by full capacity utilisation. 

The above conceptual distinction is made 
because of the possibility that a firm which 
is production viable is not neces.sarily market 
viable because of relative market power of 
other firms. On the other hand a firm which 
is highly market viable (because of brand 
names, advertising, etc) may not nece$.sarily 
be relatively production efficient. Similarly, 
a firm which is relatively small in terms of 
net as.vcts ( the absolute size) need not be 
small in terms of sales turnover or market 
shares. The distinction between the absolute 
and relatitv aspects of size helps in identi¬ 
fying the above possibilities which may have 
implications on firm level exports. 

The government distinguishes between 
large and small firms mostly by the net 
assets criteria (the absolute aspect). Firms 
with plant and machinery below Rs 35 lakh 
come under small scale industries (SSI) sec¬ 
tor and the limit for the ancillary .sector is 
Ks 45 lakh. Firms with net assets above and 
equivalent to Rs 100 crore are considered 
MRTP (Monopoly and Restrictive Dade 
Practices) units. Firms falling in between the 
MRTP and SSI sector are generally called 
DGTO (Directorate General of Technical 
Development) units. In the above definition, 
sales turnover or market shares of firms is 
not taken into account. In certain industries, 
ill giving excise duty concessions to the SSI 
sector, limits are imposed on the sales 
turnover. 

In distinguishing between large and small 
firms, the above definition is not strictly 
followed. The need for the deviation arises 
out of the conceptual definition of firm size. 
A broad criteria in terms of sales turnover 
is used to distinguish between laige and 
small units. A small firm is taken to be one 
with .sales ranging from Rs 10 lakh to Rs 6 
crore. The lower limit is ba.sed on the 
assumption that there is a minimum firm 
•size to be considered for exports. The small 


firms falling below the lower limit are not 
considered because these firms operate 
mostly in the unorganised sector catering to 
local markeu and do not come into aport 
picture. Medium firms are taken to be those 
with sales ringing from Rs 6 crore to Rs 40 
crore and the large are those with sales turn¬ 
over above Rs 40 crore. Although these limits 
should be industry specific within the 
engineering industry on the basis of the con¬ 
ceptual definition of firm size, the broad 
criteria is used to raise issues at the aggregate 
level. 

CoNcfepaiAL Definition OF Firm Level 
Export Behaviour 

In order to examine the (hfferences in firm 
level export behaviour, exoort behaviour is 
analysed from two aspects;- 

1) The degree of firm level relative export 
competitiveness (EC); and 

2) The degree of firm level relative orien¬ 
tation towards exports versus domestic 
markets (EO). 

Conceptually EC is defined in terms of 
a firm’s ability to produce ihe exportables 
at relative cost efficiency in comparison to 
other firms in a given industry. Differences 
ih cost efficiency between firms in an in¬ 
dustry arise not only because of differences 
in organisational efficiency and scale 
economies but also because of market 
imperfections like unequal access to 
technology, inputs, factor and product 
market segmentations and policy factors. 

The relative export orientation (EO) is 
determined by relative profitabilities of 
exports versus domestic sales, domestic 
demand pulls, institutional factors like the 
governments' trade and industrial policies. 
The distinction between the two aspects i.s 
made because a firm could be export 
oriented without being relatively export 
competitive due to institutional factors. 
Similarly, a firm could be potentially export 
competitive but not relatively export oriented 
due to domestic demand pulls and export 
marketing constraints, etc. 

The two aspects are not exclusive of each 
other. In standard theoretical lines. EC is a 
necessary condition for EO. In a dynamic 
scenario EC could be influenced by EO. A 
finn which is relatively more export oriented 
but not export competitive in static sense, 
might be able to accumulate experience in 
export and manufacturing activities and reap 
learning by doing economies and become 
highly export competitive over a period of 
time.' 

The causality between firm size and 
export behaviour will be observed from the 
relationship between the absolute size and 
EC and the relative size and EO. The ab¬ 
solute size through production viability 
influences EC by determining firm level scale 
economies and relative cost efficiency. The 
relative size influences EO through domestic 
market structure, which determines firm 
level domestic market power and relative 
profitability of exports versus domestic sales. 


As implicitly discussed earlier, the four 
mnables are highly interdependent. 

II 

Bsuic Qumeteristieg of the 
laduntry 

The import substitution policies followed 
by the Indian government during the last 
three and half decades of planned develop¬ 
ment has resulted in the emergence of large 
number of industries within the engineering 
sector, producing a wide range of final and 
interm^iate engineering products. The im¬ 
port substitution policies along with the ob¬ 
jectives of plann^ development resulted in 
several institutional factors in the form of 
regulated supply of crucial raw materials, 
restrictions on tte growth of large firms, the 
promotion of SSI sector and existence of 
public sector firms, etc The government 
policies, the existence of high degree of 
economic divo'sity and entry, expansion and 
exit barriers have led to a high level of 
dispersion and heterogeneity in the size, 
technology level and market conditions 
under which firms operate in most of the 
engineering industries. 

In case of the light mgineering industry, 
most of the industries are Characterised 
long tailed market structures, with a few 
large firms producing the major share of an 
industry’s output and a large number of 
small and medium firms producing the 
rcst.2 Moreover, several categories of pro¬ 
ducts in these industries are resNved for 
small scale production. The heavy engineer¬ 
ing industry is dominated by a few large 
private and public sector firms. In this 
industry, the role of small and medium firms 
is primarily through rapid ancillarisation, 
which has taken place during the last two 
decades. 

As the industry was promoted to achieve 
import substitution, an overwhelming pro¬ 
portion of its output is directed to the 
domestic market. The industry started 
exporting noticeably since the mid-sixties 
due to the domestic recession and the active 
export promotion schemes undertaken by 
the government.' The exports of the in¬ 
dustry are highly diversifi^. The spectrum 
ranges from simple consumer goods and 
metal manufactures to industrial machinery 
and transport equipment. 

It has often been observed that the nports 
of several of the engineering products are not 
sufficiently competitive to provide a boost 
to exports, because under import substitu¬ 
tion strategies, an overdose of import con¬ 
trols and protectionist policies lead to high 
cost and inefficient production. The govern¬ 
ment policies arc supposed to have resulted 
in significant deviation of the production of 
several categories of engineering products 
from the natural comparative advantage of 
the industry.^ The above basic 
characteristus of the industry display the im- 
Dortant role of the institutional and polio' 
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ispects along with pure economic factors 
,n shaping the structure and the trade 
behaviour of the industry. 

The hypotheses and observations derived 
II the following analysis are based on a 
iieraiuie survey, secondary data and the 
I eld study. The field study was undertaken 
...r a sample of engineering firms located 

Ikmibay, Bangalore Madras, Hyderabad, 
\hmcdab^ and Delhi. The sample belongs 
T.> (he three sub-categories of industries: 

11 ) hand, small and cutting tools; (2) steel 
lubes and pipes; and (3) diesel engines and 
• arts. Major emphasis was laid on the hand, 
•.mall and cutting tools industry because of 
higher technological relevance of small firms 
and large distribution size in the industry. 

Separate questionnaires for large and 
S and M firms were made and field inter¬ 
views for 60 firms were taken. In the sam¬ 
ple, the size distribution ranges from 
minimum size of Rs 9 lakh sales turnover 
to a maximum of Rs 16S crore. Out of the 
6 U firms, information collected for 46 firms 
was complete and became relevant foi com¬ 
parative anaysis. Out of the 46 firms 12 are 
targe and the rest are S and M firms. The 
interviews were taken from the export and 
production managers of (he firms and in the 
case of a few small firms, the production 
plants were visited. 

The Issues 

The issues in this section arc derived in 
two stages. In stage one, the export 
behaviour of large firms is analysed and in 
the second stage the issues for small and 
medium firms arc discussed. Since a 

Tabii- 1: Degrel or Vt-miCAi Inteoration 
I OH A SF1 of ENCilNECRINC FIRMS (I983-88) 


fop lO firms' 0.44 

lop 20 firms 0.49 

lop 50 firms 0.46 

lop lUO firms 0.45 


Moles: Vertical intCciRtion is defined as 
(V.'F) wheie V is value added and 
P is production 

I Firm size, here, is taken in terms of 
total sales in value terms. 

SoMree: Confederation of Engineering 
Industries (CEI). 


generalised distinction of a medium firm at 
aggregate level may not be applicable at 
disaggregate level, some of the issues derived 
for the large and .small firms would overlap 
for medium firms. 

As far as the issues for large firms are con¬ 
cerned, the following analysis discusses the 
factors behind the domestic market power 
of large firms and analyses the influence of 
these factors on the export orientation and 
competitiveness of large firms. Most of the 
large firms in the industry face large pro¬ 
tected domestic markets. Given the protec¬ 
tion from competition of imports and con¬ 
centrated market structures, they can reap 
a considerable degree of domestic market 
power. A high degree of domestic market 
power to large firms would arise due to some 
of the following reasons: 

(1) Large firms can reap high domestic 
market power due to barriers to entry im¬ 
posed by the government’s industrial policies 
and the existing market structure. Large 
firms can impose barriers to entry by limit 
pricing, cross product subsidisation and also 
by product marketing through brand names, 
heavy advertising and after sales services, etc 
Even the government industrial policies like 
industrial licensing might work in favour of 
existing large firms by restricting entry. The 
industrial licences would not only be 
foreclosed by the large firms but also the 
cumbersome procedure of the policies might 
work more in favour of the existing large 
firms because of large resources at their 
disposal.^ 

(2) Significant amount of domestic 
market power to large firms arises not only 
from the final product markets, but also 
from the input and intermediate product 
markets. Most of the engineering products 
are as.semblagcs of a number of diverse com¬ 
ponents and intermediate products. Mo.st of 
the firms in the indu.stry face both final and 
derived demand, which increase inter- 
linkages and dependence between firms in 
the engineering industry as such. Large firms 
can exert high amount of market power 
through their accessability to scarce inputs 
and intermediate products achieved through 
vertical integration, captive supplies and 
control of ancillary firms. For example, as 
observed in the field study, three large firms 
in the cutting tools industry control the 


supply of carbide; a crucial raw material and 
the test of the firms in the industry depend 
on these three large firms for the supply of 
the raw material as its imports are not 
allowed. 

Hible I, shows the degree of vertical in¬ 
tegration for a set of firms in the industry. 
The vertical integration is generally cal¬ 
culated by dividing value-added by total 
sales of a firm. The index varies between 
‘zenf to 'one'. If it is equal to 'oncf, the d^iee 
of vertical integration is supposed to be hun¬ 
dred per cent.^ The problems involved in 
this measure is that in several cases the 
annual sales of firms include inventories 
built up from the previous year's production. 
In order to reduce the bias the annual pro¬ 
duction figure.s are used in the denominator. 
In the sample of top hundred engineering 
firms, the index is nearly one half and more 
or less of the same level across the firms. 

I.arge amount of vertical integration is not 
a necessary condition for a large firm to have 
market power in the input and intermediate 
product markets. Even the process of ver¬ 
tical disintegration in the form of ancillarisa- 
tion and sub-contracting can give an amount 
of market power to large firms.^ Ancillari- 
sation and sub-contracting between small 
and large fims, facilitated by large degree of 
factor market fragmentation .and the govern¬ 
ment policies, has been quite extensive in 
several engineering industries.* Most of the 
ancillary firms arc directly and indirectly 
controlled by laige firm.s. The large firms 
can not only reap economies arising out of 
the ancillarisation, but also can pass on the 
burden and losses of market fluctuations, 
etc, to the ancillary firms, given the low 
bargaining strength of the small firms. 

(.3) On the other hand, large firm can have 
higher access to imports of raw materials 
and components, etc, not only because of 
large resources at their disposal but also 
becau.se of institutional factors like import 
licences, etc, working in their favour. It can 
be observed from Table 2, that import pro¬ 
pensity of the engineering firms in general 
is high and the imporu are highly dominated 
by larger firms with high concentration 
indices. Given the nature of the domestic 
market in which there is a premia for 
imports and higher consumer preference 
for the products with higher content of 


Tabi I- 2; SiiABts <>i- Top Enoinefrinc, Firms 


(Rs cron) 




Sales 

Exports 

Imports 

F.xport-lmp<>rl ljUitio(~^ 


1983 

1984 

1983 

1984 

1983 

1984 

1983 

1984 

Top 20 firms 

9916.0 

10724.9 

189.9 

150.7 

1381.0 

1454.2 

0.13 

0.10 


(35.4) 

(32.0) 

(15.2) 

(12.8) 

(31.8) 

(26.1) 

- 0.87' 

-0.90 

Hip loo firms 

15.362.7 

16761.5 

454.9 

392.4 

1937.7 

2058.5 

0.23 

0.19 

<-oncemration indices^ 

(52.0) 

(.50.0) 

(36.3) 

0.21 

(33.5) 

0.24 

(44.6) 

0.75 

(37.0) 

0.62 

-0.77 

-0.81 


les : Figures in brackets are peroentage shares in total engineering industry figures. 

_^ where E •= Exports, I = Impons of raw materiaU, components, stores ano spares consumed. 

2 Wriance of sham in totals, multiplied by lOO. 

•ource: Confederation of Engineering Industries. 
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imported inputs and components, increased 
access to imports increases domestic market 
viability. Although, increased access to im¬ 
ported inputs might increase (potential) 
nport competitiveness of a firm improv¬ 
ing cost conditions, it might reduce its eaport 
orientation by increasing relative domestic 
profitability. 

(4) Large firms could increase their 
domestic market viability by diversification 
into multi-products. 1 he import substitution 
and industrial policies in India seems to have 
encouraged firms to produce large range of 
products rather than focus on a few products 
that might be internationally competitive.'* 
1 he multi-product strategies by large firms 
might be aimed mainly at increasing domestic 
profttability (on a import-substitution cycle) 
and risk reduction, to overcome the con¬ 
straints of licensing policies and to make 
captive supplies of inputs and intermediate 
products. On the other hand, the diversifica¬ 
tion behaviour of large firms might help 
them to retain monopoly profits in several 
single product lines. Instead of flooding the 
market with a single product iindci a high 
production capacity, which might depress 
the prices, it might be more profitable to pro¬ 
duce and sell limited quantity of each of its 
multi-products. 

All the factors discussed above might in¬ 
crease domestic market power and pro- 
litabiliiy of large firms relative to exports, 
which, ill turn leduce their exiwri propen¬ 
sity and orientation and makes them inward 
liHsking. It can be observed from labic 2 that 
exports arc concentrated more at lower si/e 
categories of firms than at the larger si/.e 
catcgoiies. It has hccii ibserved that several 
firms III the industry which are in the best 
position to export have the least incentive 
to do so given the relatively sevure pro¬ 
fitability of domestic sates.'" 

Majority of large firms interviewcHl in the 
licid study stated that exports are less pro- 
filublc than domestic sales. It is generally 
accepted that the domestic prices of most 
ot the engineering goods are higher than 
iiiteriialional prices and are sqld in the 
international markets at consideiahic dis- 
coiini.s." Although the exports are relatively 
less profitable, it has been observed born the 
field study and secondary data, that 
majority of large firms do undcitake cvipons 
even marginally Some of the reasons for {he 
icnealed export orientation of large firms 
could be us lollows;- 

(I) It was derived from the field interviews 
iliiit the monopoly profit maximising level 
ol domestic market share of a large oligo 
polistic firm could he an important deier- 
mmani ot its export decisions. In typical 
oligopolistic bchavioiir, the large firms tend 
to mamiuiti a (monopolv) profit maximis¬ 
ing level ol doniesiie maikel share. These 
films restiicl the domestic sales to the pro¬ 
fit m.iMiiiiviiig level and export the test ot 
the vuilpiil tioni the existing production 
-.ip.isiiv, t'xporis will not be undeiiakcii at 
ilie vosi ot piofii maximising level ot 
kloiTiesiie sales ,is it would tesult in the loss 


of the domestic market share and conse¬ 
quent decline in market power. If the pro¬ 
duction capacity of the firm is higher than 
the domestic market share, exports will be 
undertaken even at losses at marginal cost 
pricing by price discrimination. This helps 
the.se firms to retain their domestic market 
power and monopoly profits. 

(2) Lxports give access to foreign exchange 
and imported inputs and components 
through the import replenishment policies. 
The increased access to imports increases 
domestic market profitability and market 
power. The large firms, who exercise 
monopoly power in the domestic markets 
can undertake exports by price dis¬ 
criminating in order to amount their 
domestic market viability through increased 
access to imports. 

(3) Firms, in general, may undertake 
exports in times of domestic recession in 
order to reduce underutilisation of capacity. 
In times of excess capacity due to domestic 
recession, where no domestic sales are possi¬ 
ble at the margin, firms may be willing to 
export at a price lower than the average cost 
as long as they receive something in excess 
of their marginal costs in order to recover 
a part of the fixed costs. The Indian 
engineering exports are said to be signi¬ 
ficantly infiuenced by domestic recession.'* 
Marginal changes in domestic demand will 
have substantial impact on larger firms. 
Since larger firms generally operate at higher 
fixed costs, they seemed to have higher 
necessity to export in times of domcstic 
reccssion in order to recover break even 
costs. 

.Some ot the large firms interviewed in the 
field stud> responded that long term export 
presence is viewed as an instrument of reduc¬ 
ing risks due to domestic market fluctua¬ 
tions. Since one cannot enter export markets 
all of a sudden dating the times of domestic 
recession, it is necessary for these firms to 
have long-term export presence in order to 
export at larger magnitude during domestic 
recession. In this case and in the case of 
point one, the exports are more of a 
substitute to domestic sales rather than 
based on long-term commitment and 
specialisation or scale expansion. 

(4) Some of the large firms responded to 
the field interviews that exports are under¬ 
taken to increase or to retain their lobbying 
power with the government. Since there is 
pressure from the government to increase 
foreign exchange earnings, the firms which 
have certain amount of export performance 
can lobby for new licences and licences for 
expansion and foreign collaborations. 

(5) Five out of the twelve large firms in¬ 
terviewed responded that exports are under¬ 
taken even at low profit margins because 
export activity functions as a window to the 
world market conditions and trends, which, 
in turn, helps them to grow in the domestic 
markets. Export activity exposes the firms 
to new technologies, products, packaging 
techniques, advertising methods and new 
trends, etc, taking place in the leading world 


markets. The exposure helps these fimu to 
be first entrants into these new areas in t>K 
domestic markets. This helps them to reap 
the benefits of initial entrance and to grow 
in the domestic market. 

In the above analysis, the revealed EO of 
large firms, which have a substantial 
domestic market power has been analysed. 
In the following analysis, the effect of 
domestic market power, ^e revealed H). and 
exto-nal factors (to a firm) on the export 
competitiveness (EC) of laige firms is 
examined. 

(1) Larger firms, which have monopoly 
power in the domestic maii.et may tend to 
maximise monopoly profits by restricting 
supply. If these firms are not exporting 
significantly, the monopoly behaviour would 
lead to under capacity utilisation resulting 
in cost-inefficiency and high average costs. 
On the other hand, these firms may become 
X-inefficient because of lack of competition 
in the protected domestic markets. When the 
competition is restricted, there would not be 
much pres.sure on these firms to opciate at 
optimal efficiency levels, resulting in lower 
EC. In addition these firms which have high 
domestic market viability might get used to 
seller's domestic markets and could not 
acqiiiic necessary skills to be export 
competitive. 

(2) The scale economies advantage of 
laige protected markets,'’ which are sup¬ 
posed to give higher scope to large firms to 
be export competitive may not be significatit 
in several engineering industries, which 
could be due to the follow ing rcasons:- 

(I) It has been observed that the industrial 
licensing and MRIF policies, by restric- 
img establishment and growth of laige 
firms and limiiing capacity expansions 
in piodiiciion have prevented firms 
from attaining the critical si/e required 
to he internationally competitive for 
most ul the Indian engineering in- 
dnsmes.''' This is essentially ap 
pluahle to those indusiiics where the 
existing technology penults scale 
economies onlv .it a vei v l.iige scale ol 
pioUiiction. In the case ol India's heavy 
engineering industry, most of the 'laige' 
plants ate very small in comparison 
to inlet national standards. Phis is 
supposed to hav c resit icted LC of many 
ot these firms.'' 

(ii) The divcrsificaiton behaviour ol large 
firmv, which increases domestic market 
viability may restrict their potential EC 
by decreasing the scope for economics 
of scale and specialisation; The export 
competitiveness of a firm following a 
multi-product strategy largely depends 
on the scale ol operation, the type 
of the products and technological 
'nearness' between the differentiated 
products. For a very large firm, multi¬ 
product strategy might increase its EC 
as it can spread fixed costs of inter¬ 
national marketing over a large number 
of products. But, as mentioned before, 
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most of the Indian huse firms cannot 
be said to be large in-comparison to 
international standards and since these 
firms prematurely diversify into multi¬ 
products such gains are unlikely to be 
significant. 

(iii) Large firms, in several engineering in¬ 
dustries. which have access to (large) 
protected domestic markets, may not 
be able to reap the advanu^e of scale 
economies that exports make possible 
because of significant dinierences in the 
nature of demand between domestic 
and international markets. If the 
domestic demand is highly price elastic 
and not quality conscious and the inter¬ 
national market requires superior 
quality and technologically latest vin¬ 
tage products, it requires substantial 
product differentiation to export. 
Exports require totally a different type 
of a product from the product pro¬ 
duced for the domestic nuukets. This 
restricts the scale economies advantage 
of large firms towards exports. A 
typical example of this result, as 
observed from the Held study, is the 
case of the diesel engines industry. 
Major part of domestic demand for 
diesel engines is highly price elastic and 
low quality oriented. Out of the toul 
demand in the country ninety pet cent 
is for small horse power engines (below 
10 HP) bought by farmers for irriga¬ 
tion purposes. The farmer is highly 
price conscious and prefer low quality 
and sturdy engines for tough usage and 
sophisticated and modern machines ate 
of not much use to him. About 70 per 
cent of this demand is met by SSI 
firms. 

The low quality engines, which are 
technologically obsolete by international 
standards, have a very limited market in 
overseas markets and are exported mostly to 
other third world countries. Modern and 
higher HP (above 20 HP) engines have a 
Dotential for exports. These engines are 

Table 3: 


mostly p^uced by large firms, but export 
competitiveness is restricted because the 
domestic demand for these engines is very 
limited reducing scope for large scale pro¬ 
duction and scale economies. 

Even the technological changes, which 
may improve export competitiveness of the 
industry, by moving up on the quality seg¬ 
ment cannot be brou^t out by the large 
firms due to the price elastic nature of 
domestic demand. One large firm, inter¬ 
viewed in the field study tried to manufac¬ 
ture and market sophisticated machines 
under foreign collaboration with a German 
firm failed because of non-availability of the 
product in the domestic market. 

(3) Due to the existence of institutional 
constraints, like exit barriers and trade 
unions and also because of managerial defi¬ 
ciencies under the protectionist regime, large 
firms might tend to use excess factor inputs 
than optimally required in the production. 
The protected position of several engineer¬ 
ing industries might result in large firms 
adopting cost augmenting techniques. For 
example, it has been ob.served in the case of 
textile-machinery industry. South Korea pro¬ 
duces semi-automatic looms, while the 
Indian firms produce modem labour-saving 
equipment. The discrepancy was atfributed 
to the protection of the Indian textile and 
equipment producers, while the Korean 
industry has been export oriented.'* 

In addition, most of the large firms 
operate with imported capital intensive 
technologies. Under these technologies, it 
has been observed, that the Indian firms 
supply more labour than required.''’ 
Secondly large linns, under capital intensive 
technologies might be highly prone to 
technological rigidities, which results in 
higher costs of production. 

In the above analysis, the export orienta¬ 
tion and competitiveness (EO and EC) of 
large firms was examined under the given 
domestic factors in a generalised approach. 
In a few specific cases, identified in the Held 
study, large firms reacted very constri ciivcly 

Sampi I- Of Lakoi Firms wiih Overseas Join 


and creatively to domestic factors and con¬ 
straints towards their overseas orientation. 

■In some instances, large firms substitute 
foreign direct investment in overseas markets 
for exports. In this case, their foreign 
exchange earnings through direct exports 
might be lower than their actual foreign 
exchange earnings, which might be gained 
through dividends, technical know-how and 
royalty payments repatriated. Table 3 shows 
the difference between export eai nings and 
total foreign exchange carmngs of a sample 
of large firms with overseas ventures. There 
arc about 22 targe engineering firms located 
in and around Bombay, with overseas ven¬ 
tures, identified during the field study. The 
major reasons for these firms to undeitake 
overseas joint ventures was observed to be 
the constraints in the domestic high cost 
economy in terms of high cost of domestic 
and imported inputs, the government’s in¬ 
dustrial policies, and the sluggish domestic 
demand.'* On the other hand, many of 
these ventures might have been set up for 
dubious reasons for facilitating flight of 
capital from the country, which is beyond 
the scope of the paper. 

In the field study, two large DGTD firms 
with overseas joint venture were identified 
and interviewed. One large DGTD firm in 
the steel tubes and pipes industry was iden¬ 
tified which had set up a successful sub¬ 
sidiary manufacturing unit in Singapore'* 
with a joint collaboration with a Japanese 
firm. The parent unit in India is supposed 
to be technologically equally competent, but 
priced out in exports due to higher cost of 
domestic steel. Despite relatively higher 
labour costs and no export incentives, the 
unit in Singapore has been able to manufac¬ 
ture and export internationally competitive 
steel tubes and pipes. About 80 per cent of 
the total production of the unit is being 
exported to the US and Europe. The major 
reason for selling up of the unit in Singapore 
is said to be the higher steel and freight costs 
and also restrictive availability of steel in 
India on account of quotas. 

Ventures 

f/ts W0J 


Firm 

Countries of 

Joint Ventures 

Area of Joint 

Ventures 

1 

Foreign 

Exchange' 

Earnings 

1982-83 

2 

Exports 

(FOB) 

3 

(1-2) 

1 

1983-84 

2 

3 

A 

Malaysia 

Assembly and manufacturing of 









commercial vehicles. 

— 

— 

- 

406197 

313127 

93070 


Singapore 

High precision toolings 







B 

Mauritius 

Assembly and manufacturing of 









power driven pumps 

19917 

19907 

10 

20737 

20672 

65 


UK 

TVading and marketing of pumps 








US 

Marketing of pumps 







C 

Greece 

4 wheel drive utility vehicles 

297259 

292534 

4725 

212687 

208369 

4318 

D 

Bahrain 

Construction and engineering 

200903 

28108 

172795 

193480 

47331 

146149 

E 

US 

Marketing of scooters 

460039 

28868 

431171 

— 

— 

— 

F 

Sri Lanka 

Commercial vehicles, (assembly 









line) 

120238 

52761 

67477 

73217 

63265 

9952 


Source: Company Balance Sheets. 
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The second Hrm identified with overseas 
ventures belongs to the diesel engines 
industry. The firm had set up assembly units 
in Bangladesh and Indonesia to cater to the 
respective markets. These units mostly 
assemble the components imported from the 
parent firm to cater to the markets. This type 
of response seemed to have arisen out of 
high transport costs in exporting heavy and 
bulky diesel engines. 

There could be countervailing possibilities 
regarding export behaviour of large firms 
with overseas ventures. If these firms are 
substituting exports for overseas ventures, 
exports of these firms would decline. On the 
other hand, if these firms export inter¬ 
mediates and machineries, etc, to the 
overseas subsidiaries through vertical 
integration it may result in higher exports. 
By setting up of overseas joint ventures the 
high cost of domestic supply factors in India 
and marketing the products which the firm 
was previously exporting c<'uld be reduced 
and become equal to those of its com¬ 
petitors. So even if the production in the 
overseas results in the elimination of certain 
exports, it may turn other products into 
exportables.^ 

One of the noticeable findings in the field 
study is the response merhanism of large 
firms to policy factors like the reservation 
policies for the SSI, toirards expems. Several 
products in the hand tools industry ate 
reserved for exclusive production of SSI sec¬ 
tor by restricting the growth of existing 
capacity of OGTD units and the entry of 
new large units. The existing large units arc 
not allowed to expand in the domestic 
market but ate allowed to expand capacity 
for exports. New large firms are allowed to 
be set up if 80 per cent of the production 
is diverted to exports. 7\vo prominent targe 
firms, interviewed, responded to the con¬ 
straint for their growth by augmenting their 
export orientation and competitivenes. A 
new DCTD unit entered the industry by 
being ninety five per cent export oriented. 
1'hesc three large DGTD firms not only 
reaped comparative advantage* of the in¬ 
dustry but also acquired necessary skills for 
international marketing, as the only way they 
can survive and grow through exports. 

In the' following analysis, the export 
behaviour of medium and small firms is 
examined. Since a generalised distinction of 
a medium firm at aggregate level may not 
be applicable at disaggregate level, some of 
the i.ssues derived for the large and small 
firms would overlap for medium firms. 

The growth in number of small scale firms 
in the engineering industry over the years has 
been very significant. As mentioned earlier, 
the growth in the number of SSI firms was 
facilitated to a large degree by product and 
factor market segmeniutions and govern¬ 
ment policies with respect to protection and 
promotion of small scale sector through 
reservation policies and fiscal incentives. 
Several of these firms entered export 
markets. It ran be observed from Ihble 4, 


the share of the SSI sector in the total 
engineering exports is about 27 per cent 
during 3982-83 and 83-84, which is quite 
significant. In industries like bicycles and 
parts, diesel engines and parts, CFNS wares 
and hand, small and cutting tools, the SSI 
share in total exports is very high. Out of 
the total number, a small proportion of 
firms undertake exports. A considerable 
number of small firms are sick units. Some 
of the major reasons identified in the field 
study for the incidence of sickness in the SSI 
sector are: 

(I) Considerable number of the units are 
set up mainly to avil of large number 
of the government incentives and raw 
material quotas (which are resold), etc, 
provided to the SSI sector. 
t2) Constraints in the availability of work¬ 
ing capital. 

(3) Bad management. 

The small firms which pls^ a noticeable role 
in exports belong mostly to the organised 
sector. There are several institutional and 
economic factors which influence the reveal¬ 
ed export orientation (H>) of the SSI sector. 

(I) One of the major reasons for the 
revealed exports of the SSI sector is the reser¬ 
vation of several intermediate and ancillary 
products exclusively for small scale produc¬ 
tion.*' For example in the case of the bicy¬ 
cle industry, 70 per cent of exports arc bicy¬ 
cle parts and the production of bicycle parts 
are exclusively reserved for small scale firms. 
In the case of hand, small and cutting tools 
industry, important items like hand ham¬ 
mers, chisels and spincers are reserved for 
the SSI sector. The reservation policies, in 
several cases, have led to overcrowding by 
large number of small firms and severe com¬ 
petition between these firms fur the domestic 
markets. This process has led several small 
firms to adapt themselves into speciali.sed 
exporters in order to overcome the se\erc 


Total engineering 

1 Bicycles and parts 

2 Diesel engines and parts 

3 Steel tubes and pipes 

4 Hand, small and cutting tools 

5 Tiansmission line towers 

6 Machine tools 

7 Steel structures (fabricated) 

7 EPNS warns 


domestic compedtioii. In several of these 
reservation groups, the country as a whole 
has a comparative advantage due to high 
labour intensity in the manufacturing pro¬ 
cess. The small Arms, in absence of com¬ 
petition from the large, can reap this advan¬ 
tage to a considerable extent and undertake 
exports. 

(2) Small firms face high barriers to en¬ 
try and even more for expansion in the 
domestic market and the relatively more 
competitive internktional markets b^me a 
part of their market segmentation response. 
Despite being cost competitive, small firms 
might no* be able to compete with the large 
firms (which have an amount of monopoly 
power) because of high market viability of 
large Arms arising out of brand names and 
advertising, etc It was derived from the field 
interviews that in those products in which 
small firms are relatively cost and price com¬ 
petitive, the multi-product large firms resort 
to cross-product subsidisation in order to 
compete with the efficient small firms. The 
losses incurred in the subsidised products are 
recovered from the monopoly proflts in 
those products where competition is less. 
Under these conditions, the small firms may 
not be very mafket viable in the domestic 
markets which may push them to the more 
competitive export markets. The inter¬ 
national market for engineering goods is 
considerably segmented with noticeable 
markets for low priced ancillary and finished 
products especially in the developing coun¬ 
tries (mainly Africa). These markns become 
the main target for exports by the SSI firms. 

(3) The development of ancillary small 
firms in the Indian engineering industry, 
acting as sub-contractors for both the public 
and private sector, has been remarkable. For 
example, the bicycle industry in north 
India depends heavily on sub-contracting. 
Ancillarisation in the automobile industry. 


f/J.s emrej 


198I-K2 

1982-83 

1983-84 

318.0 

340.0 

321.0 

(30.3) 

(27.2) 

(27.4) 

26.0 

22.0 

15.0 

(47.2) 

(55.0) 

(33.3) 

30.0 

28.8 

21.0 

(37.5) 

(48.0) 

(42.0) 

6.8 

5.1 

3.0 

(17.7) 

(17.0) 

(17.6) 

11.3 

14.69 

15.0 

(23.2) 

(31.2) 

(33.3) 

1.7 

2.38 

2.0 

(8.5) 

(8.5) 

(7.1) 

7.9 

8.6 

10.0 

(32.2) 

(30.7) 

(33.3) 

10.2 

10.2 

10.0 

(35.1) 

(34.0) 

(33.3) 

10.9 

7.0 

9.0 

(49.0) 

(87.0) 

(62.2) 


Notes ; Small scale industry is taken as defined by the union government prior to 1984. 

Figures in brackets are percentage shares of SSI exports in the total. 

Source: CEI, Vbar Book 198S. 
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too, is quite oitensive. As mentioned earlier, 
these ancillao' ^nns are heavily dependent 
on the large firms for selling their inter¬ 
mediate products. Due to unequal bargain¬ 
ing strength of the small firms, the large 
ftrms pass on the burden and losses of 
market fluctuations to the ancillary firms. 
In order to reduce thdr dependence on a few 
domestic large firms, in several cases, the an¬ 
cillary firms have entered the export market. 
For example, a few of the small firms inter- 
\ iewed in the field study, expanded and were 
made to expand their production capacity 
h\ the large automobile firms in order to 
cater to the booming market for auto¬ 
mobiles. When the market for automobiles 
declined, these ancillary firms were left 
without markets or support from the large 
tirms. These firms, in many cases, went in 
lor exports. 

(4) A few of the sub-contracting firms 
responded that they would prefer to sell in 
(he export markets because of prompt 
payments by the overseas buyers through let¬ 
ters of credit. In the domestic markets, these 
firms face numerous difficulties in getting 
payments in time from the domestic pur¬ 
chasers, which results, in the loss of intere.st 
costs and also constraints in the availability 
of working capital. 

(.5) The large amount of export incentives 
provided by the government in the form of 
duty drawbacks, cash compensatory benefits 
and import replenishments, etc, give further 
incentive to the SSI firms to look for export 
markets. It can be observed from Table S, 
the duty drawbacks and cash compensatory 
.support together turn out to be about 20 per 
cent of FOB (Free on Board) value of total 
engineering exports. In several individual 
caiegories they are much highcr.^^ Since 
majority of small firms face constraints in 
the availability of working capital, foreign 
exchange, etc, the gains arising out of the 
incentives for smaller firms might be of 
higher marginal benefit. Although all of the 
firms, both large and small, interv'ewcJ in 
the field .study responded that export activity 
would not be viable without the incentives, 
the small firms appeared to be laying more 
cmpha.sis on them. Several small firms 
responded that since they operate at 
marginal profitability and under the con¬ 
straint of availability of working capital, 
consistency in these policies are very impor¬ 
tant to them, because any short run changes 
in these policies cau«c wide fluctuations in 


the viability of thdr export activity. The 
rosts involved in availing of these incentives 
in terms of making trips to port areas, etc, 
also plays a relatively more important role 
for smaller firms than larger ones. 

(6) As observed from the field study, a 
small firm which is relatively successful in 
the domestic market segments, is very much 
inclined to break into export markets as it 
would lead to its growth in the domestic 
market. As mentioned earlier, export activity 
gives access to imported inputs and certain 
intangible benefits like status with domestic 
buyers, exposure to new trends, etc, which 
helPf _*h“e firms to augment their market 
viability in the domestic markets and con¬ 
sequent growth. A couple of very successful 
small firms in hand, small and cutting tools 
industry responded in the field study that 
export activity is undertaken because it 
makes iheni highly production efficient due 
to continuous pressure to be cost efficient. 
It induces them to keep upgrading their 
techniques and technology of production 
and also to achiete higher organisational ef¬ 
ficiency. This response displays the dynamic 
economies in terms of learning by doing, etc, 
arising out of the export activity, which will 
be discussed latci. 

The above observations explain the revealed 
export orientation of small firms. In the 
following analysis export viability and 
relevance of small firms in the engineering 
industry is examined. 

Fxport viability and relevance of small 
firms is highly industry specific Although 
small firms have export presence in several 
engineering products, barring the (finished 
and semi-finished) heavy engineering pro¬ 
ducts, their potential and relevance may be 
in a few lines. Fur example, in an industry 
like steel tubes and pipes, the relevance of 
SSI sector is minimal because of the nature 
of the product which is bulky, subject to 
economies arising from large scale and high 
transport costs. But in India, considerable 
number of small firms exist in the industry 
because they opetate at a very low quality 
segment and also because of large amount 
of fiscal incentives provided by the govern¬ 
ment to the SSI sector. 

India is a large country not only in the 
market sen.se but also spaccwisc So in deter¬ 
mining the export viability of a product not 
only export freight costs but. also internal 
transport costs in transporting the products 
to the port areas play a very important role. 


In products like steel tubes and pipes and 
diesel engines, which are bulky, the transport 
costs play a very important role in exports. 
Small and medium firms are at a disadvan¬ 
tage because they operate with small quan¬ 
tities and cannot reap economies in trans¬ 
porting large quantities. In an industry like 
steel tubes and pipes, even for large firms 
to be export viable, port based location 
would be more economically beneficial as 
the internal transport costs are very high. 

The nature of export orders is an impor¬ 
tant determinant of export viability of small 
firms. In an industry like steel tubes and 
pipes, small firms are not export viable 
b^use the export orders arc generally bulky 
and large. Small firms' export relevance is 
very significant in those products where 
export orders are generally small. 

In the case of steel tubes and pipe.s, the 
technical and quality requirements imposed 
by the government for export purposes are 
very high. Under the given level of 
technology most of the small firms cannot 
meet the quality requirements, reducing their 
export viability. 

As mentioned earlier in the ca.se of large 
firms, the nature of domestic demand is also 
an important determinant of export viability 
of S and M firm.s. For example in the diesel 
engines and parts industry, most of the small 
firms manufacture low HP (below 10 HP) 
and low quality engines to cater to the highly 
price clastic demand of the farmers. These 
engines arc technologically obsolete in 
international markets and have a very 
limited market in the developing countries. 

So far, the factors influencing export 
orientation and relevance of S and M firms 
has been examined, in the following analysis 
the factors behind the relative export com- 
pcliliveiiess (EC) of S and M firms is 
examined. 

In those industries, where small firms arc 
rclcvaiii and export viable, high level of EC 
is achieved by small firms through cost- 
ctticicncy in the production process. The 
efficient small firms achieve higher produc¬ 
tion efficiency by maximi.sing productivity 
gains from skilled and semi-skilled labour 
available at relatively lower wages and .by 
maximum use of the capital equipment and 
fixed inputs and also by achieving higher 
organisational efficiency.'' 

In hand, small and cutting tools industry, 
as observed from the field study, the suc¬ 
cessful small firms are not only efficient in 
production but also quite dynamic in adap¬ 
ting to external factors. Some ot these firms 
are not strictly small as they control from 
two to six units registered as SSI units under 
different names with turnover ranging from 
Rs 50 lakh to Rs 6 crore. 

5iome of the factors determining efficiency 
levels of a model efficient small firm, iden¬ 
tified in the field study are as follows: 

(I) The efficient small firms generally 
specialise in a few products in which their 
strength lies and small scale production is 
technologically and economically viable. 


Table 5: Export Incentives Realised as Pi-bcentaoe or FOB Vauie of Exports 

Duty Drawbacks Cash Compens atory Support 



1978-79 

1979-80 

1980-81 

1978-79 

1979-80 

1980-81 

Hand tools 

3.1 

1.7 

2.1 

9.8 

9.7 

9.6 

Machine tools 

1.8 

4.5 

4.7 

19.5 

17.8 

18.1 

Steel tubes and- pipes 

15.7 

15.6 

10.3 

12.2 

12.4 

7.1 

Castings and forgings 

1.3 

1.3 

2.7 

15.0 

13.2 

12.2 

Cables 

26.9 

22.2 

22.9 

55 

10.3 

9.9 

All engineering products 

8.4 

5.9 

6.8 

13.7 

13.8 

12.7 


Source: Export performance of ICICI Financial Companies, ICICI, I98S. 
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(2) After choosing and sometimes 
developing the products through R and D, 
the fix^ costs are minimised by developing 
and installing machinery and plant at lowest 
costs possible. The cost of machinery is 
reduced substantially by buyiny second hand 
machinery (generally from large firms) at 
very low prices and renovating them with 
new components and parts secured from the 
domestic and overseas markets. 1 his process 
not only reduces the overall cost of 
machinery by 70 to 80 pei cent ol new 
machinery price and also gives scope for in¬ 
novation in adopting the machinery for 
small scale opcraiiuiis. 

(.1) Most of the small firms arc managed 
by the lechnocial-owncr managers, whose 
involvement in the otganisational and pro¬ 
duction piiKcsscs IS very high. Because of 
simpler organisational structure and higher 
involvement of owner-managers the small 
firms tend to be highly X-cffieicnt 

(4) These firms employ mostly non- 
unioniscd semi and un-skilled labour, which 
reduces their relative cost of labour com¬ 
pared to large firms. Apart from that, labour 
becomes a variable cost to these firms, while 
it is more or less a fixed cost to the large 
(because of strong unions and exit barriers), 
which gives higher flexibility to these firms 
to be technically efficient. 

(.S) Since these firms operate at low fixed 
costs, their marginal cost of production is 
more oi less constant. Although they do not 
leap sialic scale economies (in terms of 
declining marginal and average costs), they 
could leap dynamic economics in terms of 
learning by doing, ‘iht'y copy the existing 
technologies and over a period reap 
economics in learning by doing which gives 
scope lor innovation both in machinery and 
product development. This process is 
facilitated due to higher involvement of 
lechtKK'rat-ownet mangers in production. As 
these firms generally concentrate on a few 
operatiotis or components and intermediate 
pioditcls matiufacluring lor a number of 
producers and buyers they arc able to ttiiltse 
special purpose machinery fullyi'' and also 
leap economies of learning by doing ovci 
time as n result ol specialisation tn a nai- 
row range. On the other hand, these firms 
which do not have much access to imported 
machinery and technology, seemed to be 
iiicitned to iindcrlake R and D and innova¬ 
tion activity to develop low cost machinery 
and products. 

I'lie above discussion ot the firm level 
export helutvioui m lelation to stye for the 
cngtnccrmg iitvlusiry has brought out certain 
generalised obsei vations and hypotheses and 
also deviations ftom the gciicialtsaiioiis 
under specific condittons. .Some ol the broad 
hypotheses that can be tested tltroiigh 
ccoiiomeine exercises arc as lollows: 

(I) lender the given domestic market and 
policy environment, as relative si/e increases 
a liim's export orientation (export piopen- 
siiv) might decline, as it would increase its 
relative domestic market viability and con- 
scvtueni higher profitability of domestic'.sales 


compared to exports. 

(2) A large firm’s export decisions are 
based on its domestic market power. Larger 
firms export in order to retain or increase 
their domestic market power. 

(3) Larger firms may not be relatively 
mote export competitive because of the 
following reasons; 

(i) They suffer from high degree of 
X-inefficiency due to their higher 
domestic monopoly power and also due 
to their large organisational structure. 

(ii) I hey may not be able to reap the 
benefits of scale economies in exports 
due to price clastic nature of domestic 
demand and large product diflerentia- 
tion and diversification. 

(iii) They may suficr from production in¬ 
efficiency due to technological rigidities 
under capital intensive technologies. 

(4) S and M firms may be more export 
oriented (higher export propensity) as they 
face high barriers to entry and expansion in 
the domestic market. 

(5) S and M firms may be more export 
competitive (in specific industries) because 
of lugher production efficiency arising out 
of higher X-efficiency. 

(6) As a firm grows in the domestic market 
its export propensity might decline, as its 
growth increa.scs its domestic market 
viability. 

Ill 

K(*onoin«‘(rit* EKtiiiiutions 

F.cononictric analysis may not be able to 
explain satisfactoiily India’s noii-iiaditional 
expotis like engineering goods because of the 
impoiiancetif instilulioiial factors. As men¬ 
tioned earliei, the government's trade and 
domestic policies, level of management 
lechiiologies and market iinperlcxriions play 
.1 very important role in c'xpiaining firm level 
csporis 111 developing countries, like India, 
rather than pure economic factors. Rut, on 
the vv hole, the lollovviiig cxeicisc should give 
IIS a bioad iindcistanding of the existing 
plieiivuiicna 

1 he iesciv.itton policies for the small scale 
iiKhisiiies m case ot the disuggiegate excr 
>.isc muv biiiig in a bias in relating firm size 
aiul exports. I hr bias could operate both 
wavs lot example in the case of the hand 
tools mdiistis. iinpoiiant items like hand 
h.iiiimeis, chisels and spinceis aie reserved 
lor the SSI sector .^sobslrscd in Section II, 
if the laige firms m the industry have 
become highlv export oriented because they 
could not grow m the domestic market due 
to the reservation poliev, the bias will work 
in lavuui of large lirm’s exports. b> 
elimiiuiiing the domcs(i>. demand pulls. On 
the oihci hand it these reset vution policies 
discouiage the entry and expansion of larger 
films, the bias will work m tasoui of SSI 
firm's export orientation, bs cliinmaiinganv 
strving presence of laige turns in the reserved 
category products. 

‘\nv quantitative specification of firm size 
is questionable when it is used to compare 


Rrms in different industries. In the aggregate 
exercise; the firms in the engineering industry 
as a whole are taken in one sample: The 
justification given for this is that engineer¬ 
ing industry has a common base and there 
ire strong inter-Unkages and dependence of 
firms across different categories of engineer¬ 
ing industries. Further, as firm level exports 
are explained in a broader sense, it should 
not bring in any strong bias. 

Establishment level total capital employed 
normalised by the lowest numbo' in the sam¬ 
ple is used as firm size measure. Although 
there are several alternative measures of 
si/c,^' total capital employed could be the 
best possible measure, as it gives the total 
money in the business including the work¬ 
ing and fixed capital. Total sales turnover is 
also used in one of the equations to avoid 
specification problems. Domestic market 
viability index defined in terms of domestic 
market shares is used to capture the relative- 
aspect of firm si/c. 

The variables used in the equations are in 
value terms. 

ZK = IbtuI capital employed, normalised 
by the lowest number in the .sample, 
as firm size. 

ZS = Total sales, normalised by the 
lowest number in the sample, as 
firm si/c. 

S - Total sales turnover 

L = Exports 

DS Uoincsiic Sales, (S - F.) 

.\ Eirrn level domestic market viability 
index 


S\\ Salarie ages and managerial 
remunerations 

KW Total raw materials, components. 

stores and spares consumed. 

DR = Depreciation allowances 
IK Interest payments 
PI - Power and fuel consumed 
()E. - Overhead expenses 
IM - Imported raw materials, compo¬ 
nents, siotcs, and spares consumed. 
VI - \aluc added (Production- RW) 
r< -- Total cost, (SW4 DR+IR + PF + OE) 
. Jt'l X 

T • I __ I Firm level production in- 

'VL, ' 

efficiency index normalised by tak¬ 
ing deviations from the lowest 
number in the sample. 

DP - Dummy variable, ‘zero’ for the 
public sector and ‘one’ for the 
private vector fit ms. ■ 

DV - Dummy variable for overseas joint 
ventures, ‘one’ for a firm with 
overseas joint ventures and ‘zero’ 
otherwise. 

NP Number of products produced by 
a firm 

N Number of firms in the sample. 

Vhe variables, capturing dynamic aspects 
are taken for a six vears period from 1978-79 
to 1983-84. 


M-M) 


Economic and Political Weekly May 28. 1988 



GE = Growth rate of exports (growth bet¬ 
ween a two period average) 

® t~ ^^ts-so ^7i-7») 

/.K6 = Six years average of ZK 
GY = Growth rate of production ineffi¬ 
ciency (Y) 

/GY= (ZK6 )< GY), the interactive term 
CiZK- Growth rate of firm size (total 
capital employed) 

GDS = Growth rate of domestic sales 
CiYL : Growth rate of value added 
GS = Growth rate of total sales. 

TG is calculated by taking the balance 
sheet cost data of firm.s in the sample. 
Deptecialion allowances are taken to be the 
present (the annual) value of fixed cost in¬ 
curred by a firm. The accuracy of deprecia¬ 
tion figures can be questioned on the 
grounds that most of the firms lend to falsify 
the depreciation figures in order to avoid 
taxes or to avail of investment incentives. But 
the figures should give .some approximate 
measure of relative fixed costs of firms in 
the sample. 

The production inefficiency index (Y) is 
taken in terms of amount of cost incurred 
by a firm per unit of value added realised. 
It is a crude financial measure. The finan¬ 
cial measures may not be able to capture 
firm level production efficiency accurately 
because of the importance, of physical 
aspects of technology, factors of production 
and the final product. This is especially im¬ 
portant when these measures are applied to 
firms within an industry. But these measures 
could be applied without much bias to com¬ 
pare firms across industries and also to 
multi-product fiims. This is possible under 
the assumption that firms achieve produ'*- 
lion efficiency by equaling marginal costs 
of producing different products.*'' The 
other drawback of the measure is that it is 
influenced by the degree of vertical integ'a- 
tion of a firm as firm level value added 
figures come in the denominator. A highly 
vertically disintegrated firm, which may be 
almost like a marketing house would tend 
to show low efficiency. Since none of the 
firms in the sample have a highly vertically 
disintegrated structure and the sample does 
not show significant dispersion in the degree 
of vertical integration (see fable I), the 
measure used should not cause any signifi¬ 
cant biases in the estimation. Secondly, the 
measure is reliable to a considerable extent, 
as it is used to capture the relative efficiency 
of firms in the sa.nple at the aggibgate level. 

In the aggregate level exercise, a dummy 
variable is used to distinguish the public sec¬ 
tor firm.s. The public sector, which is 
established with the main objective of im¬ 
port substitution, may be expected to play 
a marginal role in exports although public 
sector firms like Bharat Heavy Electricals 
and Hindustan Machine Tools, etc, do 
undertake exports to a considerable extent. 


Specification of the Equations 

The specification of the equations are 
ma^ in two phases. Equation I captures the 
static aspect of firm level export behaviour 
and equation 2 captures the dynamic 
aspects. 

E, = a -f b, (7.K), -r bj (ZK)f + b, (DP) + e, 
bp>0: bj>0: b^O ...(1 .1.) 

A priori, exports are expected to be 
positively a.ssociated with size. However, 
there is no reason to believe that this rela¬ 
tionship is monotonic. As discussed in Sec¬ 
tion 11, the very large firms, with higher 
domestic market power may export less than 
S and M firms This possibility is captured 
by the quadratic term (Zy. If (b,) is 
positive and (b,) negative it implies there 
exist some critical size of firms above which 
the level of exports declines. If on the other 
hand b, and b, are positive (or b. negative 
and b, positive), then it implies tnat larger 
firms not only export more, they export pro¬ 
portionately m.)re. As far as the dummy 
variable is concerned, on a priori grounds 
it may be expected that (bj) is positive 
because of the strong import substitution 
bias in the public sector undertakings, the 
public ^ector is expected to play a minimal 
role in exports. 

E, = a+b, (X), t bj (X^ -i- b, (y), -i- b^ (IM), 
+ b, (DV), + e, 

bp>0; b,^ bj<0: b,^ b 5 < 0 . .. .(1.2a) 
A priori cau.sality between E and X, (the 
domestic market viability variable) is ex¬ 
pected to be the same as postulated for'E 
and Z in the equation 1.1. The coefficient 
(b,) with respect to firm level production 
inefficiency (Y) is expected to be negative as 
firm level production efficiency is expected 
to be a necessary condition for export com¬ 
petitiveness and orientation. The coefficient 
(bj) with respect to firm level imports (IM) 
could be negative as increased access to im¬ 
ports Is expected to increase domestic pro¬ 
fitability and reduce export orientation. On 
the other hand the sign can be positive as 
the firm level exports and imports are 
positively associated through the import 
replenishment schemes. The coefficient (b,) 
could be positive if firms with overseas joint 
ventures are exporting more through vertical 
integration, etc, than the other firms. On the 
other hand it could be negativcif these firms 
are substituting exports for overseas joint 
ventures. 

In DS, = a4b, (IM), -I- c, ...(1.2b) 
b,>0 

The coefficient (b,) is expected to be 
positive under the hypothesis that higher the 
firm 'evel imports higher the domestic 
market viability and consequent higher 
domestic sales. 

Y. = a-i-b, (ZSk-i-b, (ZS)f-i-b, (DPl. + e, 
b, > 0; bj> 0; b, < 0. .(1.3) 

The coefficient fit,) can be csqiected to be 
positive and (bj) negative as firm level pro¬ 


duction inefficiency may decline as (inn size 
increases, due to scale economies. On the 
other hud, (b,) cu be negative (or 
poritive) and b^ imitive if larger firms tend 
to be x-inefficient and do not reap scale 
economies of larger size, under the given 
domestic market conditions. The coefficient 
(bj) with respect to the public sector dum¬ 
my is expected to be negative as the public 
sector firms are expected to be rdatively pro¬ 
duction inefficient compared to the private 
sector, due to their large wdfare expe^ture 
ud large amount of fixed costs. 

E. = a+b, (ZK),+bj (ZK^+b, (NP),+e, 
bj<0 ...(1.4) 

This equation is specified for the exercises 
at the disaggregate level. The coefficient 
(bj) with respect to number of products 
produced by a firm is expected to be 
negative. As stated in Section 11, firm level 
(premature) diversification into multi¬ 
products may reduce export competitiveness 
by reducing scope for economies of 
specialisation. 

GE, = a+b,(GY).+bj(ZGY),+b,(GZK), 

+ b^teDS),+b,(DP),+e,; 
b,< 0; bj^O: bj^O; 
b,^0;b,^0. ...(2) 

The coefficient (b^) with respect to 
growth rate in production inefficiency cu 
be expected to be negative because efficiency 
improvements are necessary' condition for 
hi^er growth in exports. The relationship 
between GE ud GY could be the other way 
round if there are substantial dynamic 
economies in export activity resulting in 
higher production efficiency. But, at this 
stage, causality is not tested ud the 
specification is made on studaid theoretical 
lines. 

The coefficient (bj) with respect to the 
interactive term between growth in produc¬ 
tion inefficiency ud firm size can be positive 
if efficiency improvements for smaller firms 
are more important for higher export 
growth, than for larger firms. Similarly, it 
cu be postulated that for a given firm size' 
larger efficiency improvements result in 
higher export growth. The coefficient (bj) 
with respect to the growth of firm size cu 
be expected to be negative under the hypo¬ 
thesis that as a firm grows m size it increases 
its domestic market viability ud makes it 
more inward oriented. 

The coefficient (b^) with respect to the 
growth rate of domestic sales, cu be positive 
if there is a scale effect of large protected 
market operating towards exports, which 
may turn domestic sales and export growth 
into complimentaries. On the other hud, 
it cu be negative if domestic sales ud ex¬ 
ports are, more or less, substitutes to each 
other ud expoits are based on residual 
terms depending on the domestic demud 
conditions. Further, because of significut 
differences in the nature of demud between 
domestic and export demud, «poru might 
require large amount of product differentia¬ 
tion reducing the compiimentarity between 
domestic sales ud exports. The expected 
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sign of (bj) with respect to DP \ariable is 
similar to the one in equation l.i. 

Data for Equation i 

For equations 1.1,1.2,1.3, comprehensive 
data, based on company balance sheets for 
100 major engineering firms at (registered) 
establishment level, was collected for 1982-83 
and 1983-84 from the Confederation of the 
Engineering Industry (CEl). Averages of the 
two periods were taken in calculating the 
relevant variables. In this sample, total sales 
values range from a maximum of Rs 3105 
crore to a minimum of Rs 28.5 crora Ibtal 
capital employed values range from Rs 6053 
crore to Rs 4.4 crotc. Therefore, the firms 
in the sample are medium and large ones. 

For equation i.4, basic firm level data at 
the disaggregate level was collected for 
1982-83 from the Directory of Members of 
the Association of Indian Engineering In¬ 
dustry. The data consists of 33 firms of 
hand, small and cutting tools, 32 firms of 
steel tubes and pipes and 20 firms of diesel 
engines and parts industries. In hand, small 
and cutting tools industry the sales values 
range from a minimum of Rs 10 lakh to a 
maximum of Rs 9,149 lakh. In case of steel 
tubes and pipes industry, they range from 
Rs IS lakh to Rs 17,173 lakh and in case of 
diesel engines industry they range from 
Rs 10.6 lakh to Rs 79,279 lakh. 

A major prc^lem in the ca.se of disag¬ 
gregate data is that several firms, especially 
in the diesel engines sample, are diversified 
into producing a wide range of products. 
The firm level data available is not segre¬ 
gated for different products produced ^ a 
firm. Due to this the observations derived 
in the regression exercises cannot be said to 
apply to the diesel engines industry as such. 
In the case of steel tubes, the firms seemed 
to be specialising mainly in steel tubes and 
pipes (black and white galvanised tubes). In 
case of hand, small and cutting tools in¬ 


dustry. the nature of the product itself is 
highly diversified and most of the firms are 
diversified into producing a wide variety of 
tools, ancillary items and machinery. 

Data for Equation 2 

Fbr equation 2, firm level tinw series data 
at the aggregate level of the engineering in¬ 
dustry was collected. It covers a period of 
six years from 1978-79 to 1983-84 and con¬ 
sists of 71 firms. In this sample the sales 
values in 1978-79 range from a maximum 
of Rs 671 crore to a minimum of Rs 11.8 
crore ai^ total capital employed values range 
from Its 548 crore to Rs 2.2 crore. In 
1983-84, the sales values range from Rs 1,340 
crore to Rs 33 crore and total capital 
employed values range from Rs 966 crore to 
Rs 4.2 crore. 

THE Results 

Ihble 6 gives the results obtained for equa¬ 
tion I.I. The estimated parameters for b, 
and bj are statistically significant. Since the 
estimations are made with respect to sire 
distribution, two-tailed statistical tests are 
not necessary. The semi-log estimations ate 
made mainly to reduce the heteroskedastisity 
biases in the estimated coefficients. The 
positive and negative signs obtained for b, 
and bj imply there exists a critical firm size 
above which absolute exports decline as firm 
size increases. Although the turning points 
of the quadratic curves are significant at a 
high level, the major implication of the 
significance of the respective signs of the 
estimated parameters is that proportionate 
increase in exports decline as the firm size 
variable increases and become negative after 
the critical size level. The parameter for b, 
for the dummy variable is significant. The 
positive sign indicates that the public sec¬ 
tor firms are exporting relatively less, sup¬ 
porting the hypothesis regarding the relative 
inward orientation of the public secto; firms. 


Table 6: Results or Hqiiai ion 1.1 



a 

bt 

b2 


R* 

F 

1 F 

-216 

10.6 

(4.8)- 

-0.0074 

(4.7)* 

508 

(2.8)* 

0.19 

76 

2 InE 

2.55 

0.021 

(1.68)’ 

-0.000013 

(1.52)* 

1.62 

(1.59)* 

0.037 

1.2 


Notes: • Statistically significant at 90 per cent. 

1 The critical turning point of the quadratic curve estimated = Rs 3,179 crore. 

2 The turning point of the curve for semi-log estimation = Rs 3,583 crore. 
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bi 

b: 

b.r 


bs 

R^ 


Multiple 
Correla¬ 
tion Co- 
efficent 







1 .2a 1 

If.’) 

47209.9 

-222980 

- .1.41 

-0.012 

146.9 

0.29 

7.9 

0.54 



|5.12)‘ 

(5.07)’ 

(0.08). 

(0.80) 

(0.91) 




In 1- 

4.57 

112.4 

- 501 

- 0.45 

- .000005 .03 

0.12 

25 

0.34 



(1.96)* 

(1.83)’ 

(1.716)’ 

(01)5) 

(1.04) 




1 '.b In DS 

8.8 

0.0001 

(7.68)’ 





C.37 

58 



Note. * Statistically signil leant at 9U per cent. 


IKble 7 gives the results obtained for equa¬ 
tion 1.2. The panmeten estimated for b, 
and bj are statistically significant and of 
positive and negative signs respectively both 
for absolute and semi-log estimations. These 
results along with the results obtained for 
equation 1.1 indicate that the larger firms 
with higher domestic market viability export 
proportionately less and are more inward 
oriented than medium firms. 

The parameter estimated for b, with 
respect to the firm level production ine^t- 
ciency variable (Y) is of negative sign and 
stetistically significant only in semi-log 
estimation. The negative sign substantiates 
the hypothesis that firm level production ef¬ 
ficiency is a necessary condition for export 
competitiveness and orientation. It could be 
other way round if firms who are relatively 
more export oriented might be mote produc¬ 
tion efficient, which is not tested here. 

The coefficient estimated for b^ with 
respect to firm level imports (IM) is negative 
but not statistically significant. The 
statistical insignificance could be due to 
multi-collinearity between X and IM in the 
equation. As seen in Ihble 2, there is a 
systematic relation between size and IM, 
with larger firms having more access to im¬ 
ported raw materials and components. Fur¬ 
ther there could be two countervailing in¬ 
fluences operating on the relationship bet¬ 
ween E and IM. The institutional factors like 
the import replenishment policies impose a 
positive relation between E and IM, while 
the imports might be explaining domestic 
sales more significantly and consequently 
reduce propensity to export. It can be 
observed from 1.2b, that firm level imports 
explain proportionate positive changes in 
domestic sales very significantly. The rela¬ 
tion between exports (E) and domestic sales 
(IX?) will be observed in estimation of equa¬ 
tion 2. 

The estimated parameter b, for the 
oversea.s joint ventures dummy variable is of 
positive sign but not statistically significant. 
It could be due to the fact that there are on¬ 
ly 12 firms with overseas joint ventures in 
the sample of 100 firms. The weak positive 
sign indicates that firms with overseas joint 
ventures might be exporting more through 
vertical int^ration (with their overseas sub¬ 
sidiaries) than the firms without joint ven¬ 
tures, rather than substituting exports and 
joint ventures. Further, firms with joint ven¬ 
tures might be more export oriented because 
they are relatively more exposed to overseas 
market conditions which gives them higher 
scope to be export competitive and 
oriented. The results of equation 1.3 are as 
follows: 

Y = 4a-0.03(ZS)-E0.00018(ZS)*-1.6(DP) 
(1.07) (0.64) (5.3)* 

R* = 0.22 F = 9.4 

In Y=I.3I-0.009(ZS)-i-0.00007(ZS)2 
(1.19) (0.93) 

0.39( DP) 

, (4.4) 

R2 = 0.17 F = 6.7 N = lOO 

+ Statistically si^ficant at 90 per cent. 
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The results obtained for equation 13 are 
not satisfactory. The estimated coeffidenu 
of b, and bj are not statistically significant. 
This indicates there is no systematic rdation 
between firm size and production efftdency. 
.Mthough larger firms should be more effi¬ 
cient because of the possilnlity of scale 
economies, there is no proof that they are 
more effident. The sign obtained for b, is 
negative and statistically significant, suppor¬ 
ting the hypothesis that the public sector 
firms are more production ineffident. 

1hhle 8 shows the results estimated for 
equation 1.4 for the three sub-group in¬ 
dustries. Although the parameters estimated 
for b, and bj are of positive and negative 
signs reflectively, for the three industries, they 
are statistically significant only in case of 
hand, small and cutting tools industry. This 
supports the observations made in Se^on II 
regarding the oport relevance of S and M 
firms in the industry. 

In case of sted tubes and pipes industry, 
the results are not significant, which is ex¬ 
pected because the «port relevance of small 
firms, as observed in Section II, is very 
minimal in the industry. In case of diesel 
engines industry, estimated parameters are 
significant only in case of semi-log estima¬ 
tions at a marginal level. 

The coefficient estimated for b, with 
respect to number of products produced by 
a firm (NP) is of negative sign in the three 
cases and statistically significant only in case 
of hand, small and cutting tools industry. 
This result support the hypothesis to a 
marginal extent, that product diversification 
behaviour in case of the Indian engineering 
may reduce exportability of firms. 

The results of equation 2 ate as follows; 
GE= -514-757(GY)+6.9(ZGY1+ 

(1.79)* (1.60)* 

475(G- ZK)' - 127(GDS)-(-79(DP) 
(5.12)* (1.84)* (033) 

R* = 0.30 F = 5.58 N = 71 

Multiple correlation coefficient = 0.54 
* Statistically significant at 90 per cent. 

Equation 2 shows the rdationship between 
the growth rates in the variables. The results 
obteined for the equation are stmistically 
highly significant with significant 'F and *1’ 
values. 

The parameter estimated for b, with 
respect to growth rate in firm levd inefridenty 
IS negative and statistically signiflcant. It im¬ 
plies that Arm levd gron^ rate of exports 
arc positively associated with efficiency im¬ 
provements, sunxHting the result obtained 
for bj in equation 12. The estimated co- 
eOident fm b, with tesp^ to th^ interactive 
'erm between me size variaUe and the growth 
rate in firm levd inefficiency, is positive and 
statistically significant. It implies that effi¬ 
ciency improvements are more important for 
smaller firms than fm the larger Arms for 
achieving higher export growth. It can also 
be interpreted that for a given size; higher 
efAdency improvements result in higher ex¬ 
port growth. 

The resuh obtained for b,, with rmpect to 


growth in Arm size (firm level total capiml 
employ) has very interesting implications. 
The sign obtain^ for the parameter is 
positive and very significant. Whereas the 
results obtained for equatkm 1, for the static 
observations indicate that proportionate in¬ 
crease in aports dedine as Arm size increases, 
the result obtained for b, in equation 2 in¬ 
dicates that the growth rale of exports and 
the growth of Arm nze are positively 
associated. This result rules out the 
hypotheses that as a Arm grows in size it 
might increase its domestic market viability 
and consequently reduce its incentive to 
export. 

The results obtained for b,, bj and b, can 
be int^reted together in terms of the 
dynamic economies arisir^ out of export ac¬ 
tivity. The Arms, which are more export 
oriented, might be not only becoming effi¬ 
cient but also growing in size, over a period 
of time. This observation is based on the 
reversal of the relationship speciAed, which 
might have been captured in the dynamic 
variables. But this observation should be 
taken in more of qiulitative terms as the 
causality is not test«l at this stage 

The coefficimt estimated for b^ with 
respect to growth rate in Arm levd domestic 
sales is negative and statistically signiAcant. 
The negative sign rules out the hypothesis 
that large protected domestic markm would 
result in higher exports through the scale ef¬ 
fect. The result indicates that Arm ievel a- 
ports and domestic sales are more of 
substitutes to each other rather than com- 


plunentary. The resuh estimated for b, with 
resp^ to the public sector dummy is very in- 
signiAcant to make any idiable obsavatioos. 

Udde 9, shows the growth rate of the 
vuiables from 1978-79 to 1983-84 by to 
groups. The size group classification is made 
on the basis of Arm level sales turnover in 
1978-79. Since the growth rale Agures are the 
averages for the size groups consisting of 10 
Arms each, the coefAdents of vaiianceof the 
growth rates of the to groups shmild be 
taken into account to nuke relkble observa¬ 
tions. In general as shown in the Udile; the 
lower to groups achieved relatively higher 
growth in aports. The productiem inefAden- 
cy growth rate is, mostly, ne^ttive An the 
lower size groups than for the larger Arms. 
The firms which achieved higher aport 
growth seemed to have achieved higher 
growth in sales turnover. 

IV 

Summary and Concluaions 

The role of large and small Arms in Indian's 
engineering oports has been oamined to 
bring about certain overall and spedAc con¬ 
clusions. Under the assumption of a small 
country in the world mark«, the analysis is 
derived mostly from the domestic conditions. 
The distinction between the absolute uu) 
relative size of a Arm and Arm level aport 
orientation and competitiveness is made in 
orcter to identify and analyse the role of 
domestic market imperfections and policy 
factors in Arm level aport bdiaviour in rda- 


Tabll 8: Results of Equation 1.4 




1 

E 

27.6 

0.5 (2.13)* 

-0.00025 (1.4) -7.48 (0.75) 

0.23 


InE 

-2.14 

0.014 (1.91)* 

-0.000006(1.16) -0.32(1.05) 

0.23 

2 

E 

285.5 

0.78 (1.37) 

0.000098 (0.84) - 37.2 (0.94) 

0.82 


In E 

2.6 

0.006 (2.14)* 

-0.0000009 (1.61)*-0.17 (0.88) 

0.33 

3 

E 

14.8 

0.2 (3.8)* 

-0.00079 (3.19)* -4.59 (1.64)* 

0.40 


In E 

-1.54 

0.019 (2.8)* 

-0.0000065 (2.06)* -0.7 (1.97)* 

0.27 


Notes : * Statisticallyv^ignificant at 90 per cent. 

1 Steel tubes and pipes indu.*try. N 32. 

a Minimum value of ZK = Rs 3.56 lakh, b Maximum value of ZK Rs 54.26 lakh, 
c The turning point of the curve estimated Rs 36.16 lakh. 

2 Diesel engines and parts industry. N = 20. 

a Minimum value of ZK = Rs 5.25 lakh, b Miximum value of ZK = Rs 254.76 lakh, 
c The turning point of the curve estimated - Rs 208.92 lakh 

3 Hand, small and cutting tools industry. N » 33. 

a Minimum value of ZK = Rs 2.5 lakh, b Maximum value of ZK = Rs 50.06 lakh, 
c The turning point of the curve atimated = Rs 31.00 lakh. 

Source. Data is from the Directory of Members, AlEl. 

Tabi n 9: Growth Rate of thf Variables by Size Groufs from 1978-79 to 1983/84 


Size Groups by GE GS CDS GK GVL GY 

Sales Turnover 
Range, 1978-79 as 
Base (Rs Crore) 


1 From 671.2 to 128 

2 From 119.5 to 71.2 

3 From 70.5 to 37.2 

4 From 36.4 to 28.4 

5 From 27.3 to 23.9 

6 From 22.4 to 17.1 

7 Prom 17.0 to II 8 


26.1 (370.1) 85.4 (57.4) 90.9 (59.4) 

86.1 (181 4) 133 (64) 136.3 (60.5) 

-3.5 (2210) 103.5 (59.4) 1133 (61) 

86.4 (280) 123 (50) 125.5 (51.8) 

922 (316) 164 (43.5) 186 (42.8) 

707 (219) 238 (104) 290.8 (143) 

414 (190) 241 (43) 249 (44.8) 


136.6 (67.7) 89 (73) 3.2 (1632) 

204 (80) 114.7 (93.3) 88.3 r2l2.9) 
106.'' (76.2) 126.3 (1213) 62.9 (449.8) 
147.7 (48) 127.9 (49) -7.8 (725) 

227 (8t) 178 (58.6) -9.97 (704) 

240 (58.5) 181.5 (48.6) 8.4 (667.4) 
182(67.3) 281.0(70.2) -17.0 (546) 


Notes : Each size group consists of 10 firms. Size group 1 consists of 11 Arms. Figures in the brackets 
are coefficients of variance. 

Source. Dau obtained from Confedem'tion of Engineering industries. 


Economic and Political Weekly May 28, 1988 



value generated by small Hrms through the 
tub-contracting process. Since small firms 
are mote cost efficient in labour intensive 
products and latge firms tend to shy away 
from employing additional labour due to 
risks in labour problems and management, 
the ecpmts generated through sub-contracting 
process seemed to be prominent in labour 
intensive products. The large firms which are 
relatively export oriented and have incurred 
large amount of fixed costs in international 
marketing seemed to be more inclined, 
especially in the hand tools industry to ex¬ 
port the products bougnt from the efficient 
small firms. This helps them not only to 
spread their fixed costs of international 
marketing over large quantity and range of 
products but also to overcome the con¬ 
straints of the reservation policies in the 
domestic market. Expansion in this process 
will have substantial benefits not only in 
terms of economies of specialisation of ver¬ 
tical disintegration but also in terms of 
reducing the international marketing con¬ 
straints of small firms. This process can be 
expanded by increasing standardisation of 
the products produced by small firms and 
also by increasing inter-firm linkages 
through better infrastructure and equal 
bargaining strengths. 

Several small firms in industries like liand, 
small and cutting tools industry are quite 
production and efficient and potentially export 
competitive but lack of knowledge base and 
marketing infrastructure to undertake direct 
exports. The Mineral and Metal D'ading 
Corporation (MMTC) and the Engineering 
Export Promotion Council (EEPC) ate sup¬ 
posed to help small Hrms in export 
marketing. But, as observed in the field 
study, the support is extremely inadequate. 
The policy support in this respect could be 
mote in terms of identifying efficient small 
manufacturers and markMing their products 
rather than sheet emphasis on organising 
overseas fairs and exhibitions. 

Stable export incentives could be an im- 
portimt policy tool which could facilitate 
dynamic export competitiveness of small 
firms. Export incentives con reduce the risks 
of export activity to small firms and attract 
them to export markets. These firms can 
reap learning by doing economies in expon 
activity and can become highly export com¬ 
petitive over a period of time But, at pre¬ 
sent, the export incentives given are highly 
unstable subject to short term change. This 
increases the risk of export activity to small 
firms, which operate at marginal profits. Tbe 
export orientation of small firms can be in¬ 
creased by increasing the long-term stability 
of export incentives. 

Lastly, the government’s industrial policies 
are aimed at controlling the domestic market 
conditions in terms of restricting the 
monopoly power of large firms and protec¬ 
tion and promotion of small firms. Whether 
these policies have achieved the intended 
objectives is a different question, but as for 
as the export orienution uid competitive¬ 
ness of the engineering firmt it concerned. 


they teemed to be caudng tignificant 
negative implications. These policies ue 
bated on the classification of huge and small 
firms on the basis of the absolute aspea of 
firm size in terms of value of plant and 
machinery and net assets. As mentioned 
earlier, this approach imposes policy con¬ 
straints to large firms and policy disincen¬ 
tives to the SSI firms to expand production 
capacities (growth) through specialisation. 
This, in turn, seems to have negative implica¬ 
tions on the export orientation of large firms, 
and potential export competitiveness of the 
SSI Hrms. Since the objectives of industrial 
policies are towards controlling the domestic 
factors, the policies could be based on the 
classification of Arms more on the basis of 
domestic sales turnover or market shares 
rather than mainly on the value of net assets 
and plant and machinery criteria. This 
would encourage both the large and the SSI 
firms to expand production capacities 
towards export markets in specialised 
operations. 

Notes 

[This paper is based on a project undertaken 
by the author at Indian Council for Research 
on International Economic Relation.s 
(ICRIER), New Delhi, and also a part of the 
author’s PhD thesis being done at Jawaharlal 
Nehru University. The author is very grateful 
to Pronab Sen for invaluable guidance at every 
stage and also to N C B Nath and K Krishna- 
murthy fur very useful comments, and also to 
Solomon Raj for the help receiv^ regarding 
the computer works.] 
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Anatomy of In-House R and D 

A Case Study of Indian Automobile Industry 

Vasant Gumaste 

Indian industry has responded to the government's promotional measures to encourage in-house R and D by 
setting up R and D departments. The number of such R and D units and the money they spend have grown con¬ 
siderably over the last four decades. But what are the concrete results? How strong is the technological capability 
of Indian industry today? How effective is it in enabling the country to be technologically self-reliant? This study 
is based on discussions with the principals, the men in the wings and those behind the scenes in one industry—the 
automobile and ancillary industry. 


I HE government of India has promoted in- 
house R and D in the Indian industry. It has 
offered a number of fiscal, flnancial and 
other incentives. Appropriate trade and 
icgulatory policy instruments have been 
employed with the same end m view. 
Building up an autonomous endogenous 
technological capability was the goal. A 
strong indigenous technological capability 
was eventually to enable the country to 
achieve technological self-reliance. 

Indian industry has responded to the pro- 
moiionary measures by setting up in-house 
K and D departments. The number of such 
R and D units and the money they spend 
have grown conttidcrably over the last four 
decades. But what are the concrete results? 
How strong is the technological capability 
of Indian industry today? How effective is 
It in enabling the country to be technlogical- 
'y self-reliant? The broad consensus is that 
Indian industries are technologically stag¬ 
nant and dependent. Technological self- 
leliance (TSR) in this field, it is contended, 
is far from realised. The variety of tactors 
'c.sponsible for the poor showing has been 
the subject of much discussion and debate. 

But even so an exercise in close and focus¬ 
ed investigation seems to be in order. One 
can hypothesise that the macro picture need 
not be the sum total of micro snapshots. The 
present study is based on talks with the prin- 
vipuls, the men in the wings and the men 
behind the scenes in one industry--ihe 
Indian automobile and ancillary industry 
(1A and AI). It is a transcription, as it were, 
of the investigator’s dialogue with the 
K and D functionaries in the lA and AI. 

Since our objective was to cover all vehi¬ 
cle manufacturers and as many component 
manufacturers as possible, we contacted all 
the firms in the industry. Tbeir response was 
belter than expected. All but two vehicle 
manufacturers and a fairly large number of 
components manufacturers responded. 

Information on various aspects of R and D 
and related issues was obtained through two 
channels. Quantitative and descriptive infor¬ 
mation was obtained through d comprehen¬ 
sive questionnaire. The other channel of in¬ 
formation was holding carefully structured 
and focused interviews with chiefs of 
R and D departments and their colleagues 
m other departments. Knowledgeable func¬ 
tionaries in the Automobile Research Asso¬ 
ciation of India (ARAI), freelance con- 
-•ultants in the field, officios in the DGTD, 
executives of the automobile manufacturers 
associations, etc, were also interviewed and 


discussions held with the directors of two 
research institutions.' The purpo.se of such 
comprehensive coverage was to cross-check 
the information and ofanions of the R and D 
functionaries in the lA and AI and round 
off our investigation with interviews with 
people closely connected with technology 
generation and assimilation. Discussions 
with the ‘non-industry’ functionaries was 
considered desirable, as we felt the absence 
of data from non-responding units is in a 
way adequately compensated. 

Profile ol Units Surveyed 

Of the 60 units covered, 53 were public 
limited and four private limited companies 
while two were public sector undertakings 
and one a government of India organisa¬ 
tion.^ Nineteen of them were MRTP com¬ 
panies, eleven had plants in more than one 
location. Seventeen of the units had on¬ 
going foreign collaborations. Among the 
firms which had foreign collaborations 
earlier, the average duration wa.s fourteen 
years, the maximum being 32 years and the 
minimum four years. 

Twenty units were whicle manufacturers 
and 3R were ancillary units, the remaining 
two units were both vehicle and ancillary 
manufacturers. The break-up of the vehicle 
manufacturers surveyed is as under: 

Number of Units 


Commercial vc icics 5 

Motor cars 3 

lU'o-whcelers 12 

Tractors 2 


Tractors are not, strictly speaking, 
vehicles. But these units were covered as their 
problems with regard to technology and 
R and O have a number of common features 
with the umts in the lA and-Al.’ Ancillary 
manufacturers ranged from manufacturers 
of automobile electrical accessories to such 
items as carburettors, brakes and a variety 
of systems and sub-system which go into 
vehicles. One tyre manufacturing unit was 
also included in this group. IVro of the an¬ 
cillary units surveyed enjoy near monopoly. 
A firm manufacturing carburettors for 
4-wheelcrs enjoys lOd per cent monopoly, 
while a multi-national unit has near 
monopoly in spark plugs ana fuel injection 
equipment. 

The focus of the study was on the 
R and D activities of firms. Intensity, si/e, 
nature, adequacy, specific results, difficulties 
and problems in undertaking R and D, etc. 


were the aspects of focus of this study. Of 
the vehicle and ancillary units covered in this 
study, all vehicle manufacturers had a for¬ 
mal R and D department.'* Most of the 
units manufacturing components, par¬ 
ticularly the large ones, did R and D on a 
regular basis. Small component manufac¬ 
turers, however, did not tate up R and D for¬ 
mally. Their R and D activities were either 
sporadic or non-existent. Some units in the 
lA and AI engage freelance consultants, 
some seek help from IITs, National Produc¬ 
tivity Council, etc But almost all of them 
go to ARAI for help in technology upgrada- 
tion at various levels. 

11 

(a) E-XPenditure on R and D 

R and D expenditure of leading 
automobile companies in developed coun¬ 
tries are prodigious. An idea of this can be 
had by looking at figures in Ihble I. Com¬ 
pared with them, Indian R and D expen¬ 
ditures are diminutive. Even if note is taken 
of high salaries of the R and D personnel 
abroad,-' the R and D expenditures of the 
Indian automobile units look liliputian. Ex¬ 
pressed as percentages of sales also the 
world’s leading automobile companies spend 
multiples of what Indian automobile units 
da Indian figures in Ihble 1 are the R and D 
expenditures of top automobile and ancillary 
companies in the country. Others spend 
much less, both absolutely and propor¬ 
tionately. There is a significant relationship 
between si/c (measured in terms of sales 
turnover) and the amount of money spent 
on R and D. A simple linear regression 
analysis was attempted to estimate the im¬ 
pact of the sales turnover (T) of the respon¬ 
ding units on their level of R and D expen¬ 
diture (RE). Thu estimated model was: 

RE = 0.0862 + 0.0072 T 

The regression coefficient indicates that 
if the turnover increases by a crore of rupees, 
the expenditure on R and O increases by 
Rs 72,000.1'he coefficient of determiiration 
was 0.694 implying that the factor turnover 
is enough to explain 69.4 per cent of the total 
variation in the R and D expenditure. 

As may be expected, in terms of absolute 
R and D expenditure, vehicle manufacturers 
spend mote than ancillary units. The largest 
R and D expenditure in the vehicles sector 
was Rs 7.5 crore per annum, while the 
highest for components manufacturing units 
was Rs 2.84 crore. The lowest was Rs 1 lakh 
for vehicle and a mere Rs 20,000 for an- 
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cillariM. One noteworthy aspect of our Tin- 
dings is that ancillary units spend propor¬ 
tionately more on R and D than the vehicle 
manufacturers do (Ihble 2). 

Figures in Ihble 2 indicate that in relative 
terms, the R and D expenditure as a percen¬ 
tage of turnover works out to be 1.46 per 
cent for ancillary units, compared with 0.76 
per cent for vehicle manufacturing units. 
This should not surprise us—for three 
reasons, viz, (a) R and D expenditures have 
certain built-in indivisibilities and 
thresholds.^ Due to high unit value of 
vehicles the proportion of R and D expen¬ 
diture for these units appears to be smaller 
than that for ancillary units; (b) a portion 
of the development expenses incurred by an¬ 
cillary units is shared by units manufactur¬ 
ing vehicles. In other words, a part of 
R and D expenditures of component manu¬ 
facturers arc really borne by the vehicle 
manufacturing units; and (c) components 
manufacturers have to sell in two markets, 
vir. original equipment (OE) market and 
replacement market. Prices in the former 
markets are much lower than in the latter. 
This dampens the sales turnover of com¬ 
ponents manufacturers.'’ 

An attempt was made to find out if dif¬ 
ferent attributes of firms like MRJP firms, 
firms with foreign collaboration (FC), etc, 
have a bearing on their R and D intensity. 
Our findings are shown in Table 3. 

From the figures in Thble 3 it is evident 
that MKTP companies with their large a.ssets 
and tiinovcr spend more on R and D com¬ 
pared with non-MRTP companies. One of 
the provisions of MRTP Act, viz, R and D 
expenditure aimed at productionising the 
technology developed would entail a number 
of lacilities and concessions, may have acted 
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Honda Motors 

1979 

Isu/ii 
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as an incentive for spending more money- 
in absolute terms. In relative terms, however, 
non-MRTP firms spend nearly twice as 
much as the MRTP companies. Non-MRTP 
companies spend 1.422 per cent of their sales 
turnover on R and D while MRTP com¬ 
panies spend only 0.71 per cent. Most vehi¬ 
cle units are MRTP units while very few 
component units are under MRTP. The 
R and D expenditures as percentages of the 
sales turnover of MRTP units and vehicle 
units and of non-MRTP units and compo¬ 
nent units may be seen to be somewhat 
similar. (Figures in Table 2 and 3.) - 

Firms with FCs and hence receiving 
technical help may not spend more on 
R and D. This is supported by figures in 
lines 3 and 4 of Tabic 3. It may be observed 
that R and D expenditures of the firms 
without on-going FC arc more both in re¬ 
lative and in absolute terms. Firms without 
FC spend nearly one per cent of their sales 
turnover on R and D as against 0.79 per cent 
by firms with FC. In absolute terms firms 
without FC spent on an average Rs 78 lakh, 
while firms with FC spent Rs 58 lakh on an 
average. 

Whether firms with FC are R and D-wise 
more active or less appears to be a grey area. 
Some studies such as Blurncnthal (1976), 
Desai (1982), Call (1983), Katrak (1985) find 
complementarity between imports of 
technology and firm level R and 1) efforts. 
Our .study, however, suggests trade-off bet¬ 
ween the two. One explanation fur this could 
be that firms without FC have to meet their 
technological requirements by themselves 
and hence have to incur more expenditure 
on R and D. Firms with FC can always fall 
back on their collaborators.'* One other 
reason for the trade-off could be that we 
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Average 

R and D 


R and D 

Expenditure 


Expenditure 

as a Percen- 


(Rs Ukh) 

tage of Sales 



Ihmover 

MRTP companies 
Non-MRTP 

114 

0.71 

companies 
Companies with 

14 

1.42 

ongoing foreign 
collaboration 

56 

0.79 

Companies 



without foreign 
collaboration 

78 

0.98 


studied the firms in the lA and A1 at a time 
when the industry was in a great state of 
flux. With policies of liberalisation of im¬ 
ports of technology and licensing new units 
in the lA and AI, firms without FC might 
have found themselves on the defensive. 

For the two major CV manufacturers, our 
first explanation comes closest to the facts. 
The firm without FC (TELCO) is technolo¬ 
gically more dynamic which is manifest in 
its level of R and O activities, expenditure 
and results. The other firm (Ashok Leyland) 
which is still a .subsidiary of a multinational 
has to depend on its headquarters and has 
not shown as much technological dynamism 
as the other firm.* 

(b) R AND D Personnel 

The number of persons working in 
K and D departments may also give an idea 
about the extent of R and D activities in an 
organisation. Some large firms in the lA and 
AI employ fairly large number of R and D 
personnel. TELCO, the technologically more 
dynamic CV manufacturer, has an elaborate 
set up of R and D, employing nearly 1,000 
persons. Eicher Oood ^rth, a tractor unit, 
engaged close to 250 persons in its R and D 
centre. But others have been frugal in the 
employment of R and D personnel. On an 
average 30-35 persons are employed by 
reasonably large concerns in their R and D 
units. The smaller ones employ 15-20 
K and I) workers. 

The ratio of R and I> personnel to total 
workers is an indicator of the intensity of 
R and D activities. Among the units covered 
in this study the average ratio was 2:100, i e, 
for eveiy IW) workers there were 2 R and D 
employees."' However, there are units where 
there are 6 to 7 R and D employees for every 
lOU workers. But such units are few and far 
between. Many units showed a ratio below 
I. These statistics, however, need be looked 
at with a little care. The exact line that 
divides R and D employees from production 
and other workers is blurred: Departments 
like quality control, product performance; 
etc, arc often clubbed with R and D activities 
to give a higher ratio of R and D personnel 
to total workers. The generally low ratios 
suggest that the R and O culture does not 
seem to have penetrated most of the firms 
in the lA and AI. 

(C) COMPE1 I t ION AND R AND D 

What induces firms to take up R and D? 
Is it the threat of losing business to rivals 
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83.4 
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1.0 

0.76 

Ancillarics 

37.0 

284,0 

0.2 

1.46 
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or the prospects of making money through 
introducing innovations? One school iden* 
tifies competition as the force behind in¬ 
novations. Schumpeter felt that the process 
of technical changes is such that every firm 
is ‘compelled’ to change by the threat of 
c heaper and/or *better’ products being made 
available by competing firms. Failure to 
.hange will result in reduced revenues, or 
icvcnues increasing at a slower rate than ^ey 
might if ch^es were undertaken. But threat 
or compulsion to change may be a necessary 
but not sufficient condition for technical 
change to actually take place. Rosenberg 
0976) has suggested that besides the threat 
of losing money there must also be an in¬ 
centive to make money when a technical 
change is to take place. If both, pr».sure and 
incentives, operate simultaneously then 
icchnical change is most likely to come 
through. 

An absolute ban on import of cars, 
scooters, CVs has given Indian producers of 
these products complete protection from 
foreign competition. GOI's regulatory 
policies restricting entry weakened competi¬ 
tion within. A mild degree of internal com¬ 
petition does exist amongst different pro¬ 
ducers of similar products. But whether it 
is enough to spur firms in the lA and AI 
to undertake meaningful R and D activities 
and innovations is rather difflcuit to say. 
Policy measures such as price and distri¬ 
butive controls, capacity restrictions, MRTP 
regulations, etc, appear to have adversely af¬ 
fected the incentives for technical change. 
Thu.s, both pressure and incentive for tech¬ 
nical change have been seriously weakened 
by the various government policies. Whether 
internal competition, in whatever form and 
degree, has acted as a force house of 
icchnical change can be assessed to some cx- 
lem and in a rather crude manner. IWo in¬ 
dices are used to measure the degree of com¬ 
petition in an industry or a branch of in 
dustry. They are, ‘H’ index and ‘li’ index. 
The former index provides an understanding 
of the average si^e of firm in relation to in¬ 
dustry. The latter shows the degree of market 
power and the index .stands for inequality 
of the firm size. The two indices are: 

(i) H - na ’ 

(iil E ■- 

in 

where n is the number of firms,»‘ is the 
variance of the size distribution of firms, ff 
IS the standard deviation and m is the mean 
size of firms." The values of H and E in¬ 
dices ill the various segments and the cor¬ 
responding of K and D expenditures as 
percentage of their sales turnover in the lA 
and At arc shown in Table 4. 

The data in Table 4 suggest that the 
Schumpeterian dictum does not hold good 
in the lA and Al. There appears to be very 
little correlation between the degree of com¬ 
petition and R and D intensity (i e, R and D 
expenditure as a percentage of sales turn- 
swer). Intensity of R and O does not increase 
with the increa.se in the degree of competi- 
iion. Amongst 4-wheeier manufacturers 
(cars, LCVs and HCVs) although the H in¬ 
dex is the same, the R and U expenditure 
varies from a low value of 0.3S per cent of 
turnover to a high value of 0.72 per cent. In 


two-wheeler units, the Schumpeterian dic¬ 
tum has some validity. Motor cycles and 
mopeds show somewhat higher R and D in¬ 
tensity compared with scooters. Motorcycles 
and mopeds are more intensely competitive 
than scooter manufacture. The same seems 
to be true with respect to E index, which 
stands for control and influence over nutrket 
supply, which has to be seen through their 
ability to control prices. In the lA and AI 
where outputs are regulated by the govern¬ 
ment, there i.s little room for controlling 
prices. 

Rosenberg’s hypothesis seems to have 
greater validity with regard to the intensity 
of R and D in the lA and Al. He is of the 
view, as we saw above, that incentives pro¬ 
vide the greater spur for activities in the 
R and D departments. Indian automobile 
manufacturers, as discussed earlier, had very 
little or no incentives.'* The industry was 
also operating behind high protectionist 
walls. Willi long waiting lists and high 
premium on almost all vehicles, the firms 
in the lA and Al were virtually in a sellers’ 
market. The producers, therefore, may have 
fell that R and D expenditure is both un¬ 
productive and unnecessary. 

.Ml this still leaves one question un¬ 
answered. Why did the units in the lA and 
Al not direct their R and D activities towards 
cost-cutting innovations? The answer to this 
question partly could probably be that the 
cost-cutting innovations in the automobile 
industry come through changes not in pro¬ 
duct technology, but in production or 
manufacturing technology. But the sophisti¬ 
cated manufacturing technology is viable 
only at very high volumes of output,'-’ par¬ 
ticularly for two-wheelers and cars. As one 
moves up the technology ladder the 
minimum efficient scale goes on increasing. 
With restrictions on expansions and MRTP 
piovisions the producers could have shied 
away from introducing new manufacturing 
technology.'-* Hence the Indian consumer 
pays what Baranson (1969) calls tost penalty’ 
for the low volumes in the lA and Al. 

Ill 

NMURtOFR AND D 

R and D in the lA and Al .seems to be 
multi-purpose activity. In most cases it pro¬ 
vides support to production departments, 
aimed at trouble-shooting and quality con¬ 
trol. At a somewhat higher level efforts are 
directed towards incremental innovations 
and adapting the foreign technology to suit 
Indian conditions." 

As was shown earlier, in comparison with 
the absolute sums of R and D expenditures 


in the automobile industries in developed 
countries. R and D expenditures in the lA 
and AI ate like eddy currents against giant 
tidal waves. This is easily explained fay the 
fact that much of the R and D in the lA and 
AI is directed towards incremental innova¬ 
tions rather than towards radical break¬ 
throughs in product and process innova¬ 
tions. Nevertheless some units, particularly 
vehicle manufacturers, do have ambitious 
R and D programmes and earmark sizeable 
sums of money (by Indian standards) for 
R and Dl Whether or not the Indian R and D 
expenditures are above the threshold levels 
has to be judged in the light of the nature 
of R and D in the lA and Al. * 

Units responding to our survey indicated 
that the principal nature of R and D in the 
lA and Al is product design, process iimova- 
tion and adaptation of imported technology. 
The relative significance of the different ac¬ 
tivities of R and D is shown in Ihble S. 

Product design and adaptation are of 
prime importance in R and D in the com¬ 
panies surveyed. Over two-thirds of the units 
were engaged in product design and close to 
60 per cent of units adapted the technology 
they received from abroad. A little over h^f 
of the units surveyed also indicated that they 
modified the existing technology to chang¬ 
ing situations. Nearly half of the units also 
were engaged in process innovations. The 
two large CV manufacturers have done fair 
amount of R and D work to make their 
vehicles suitable for Indian roads and the 
overloading habits of truck operators.'* 
IWo and three wheeler manufacturing units 
have introduced a number of innovations to 
make their product more acceptable to users 
both at home and abroad. 

Ihble 5 suggests that basic research is 
undertaken by less than IS per cent of the 
firms.This is understandable in view of 
the fact that mo.st of them have neither the 
time nor the resources needed to undertake 
the esoteric activity of basic research. 
However, of the firms surveyed, a couple (hd 
indicate their being engaged in ba,sic 
research. Brakes India, a unit manufactur¬ 
ing brake systems, reported that it under¬ 
takes basic research in heat treatment and 
heat transfer. 

Docs the currency of FC materially affect 
the nature of R and D activities? The receiv¬ 
ed literature suggests it does. Our study con¬ 
firms this, but indicates that it is priorities 
rather than the nature of R and U which is 
affected by the currency of FC. Table 6 
presents the nature of R and D in units with 
and without FC. 

While nearly all the firms without FC 
were engaged in product design, only half 


Table 4: Competition and R and D in IA and Al 


Segment 

H Index 

Index 

R and D Expen¬ 
diture as Percentage 
of Sales lUrnover 

HCV 

0.8 

0.52 

0.62 

IjCV 

0.8 

0.52 

0.35 

(.'ars 

0.8 

0.52 

0.72 

Scooters 

0.021 

0.36 

0.27 

Motor cycles 

0.05 

0.45 

0.64 

Mopeds 

0.03 

0.41 

1.81 

Note. Ancillaries: Assarted products add large number of firms do not lend to working out 
H and E indexes. 
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the number of units with FC did sa Again 
some 7S per cent of the units without col¬ 
laboration also took up process innovations, 
whereas only half of the number of the units 
with FC did so. Figures in Table 6 seem to 
suggest that units without FC took up 
R and D with greater intensity and also their 
nature of R and D had greater variety of end 
objectives. One possible reason for such dif¬ 
ferences could be that units with FC were 
technologically less autonomous than those 
without FC. l/nits without collaborations 
had also to go in various directions as they 
had to rely on their own. This finding in a 
way supports the figures in Table 3 and ex¬ 
planations that followed. TELCO is a case 
in point. It has no ongoing FC for manufac¬ 
turing CVs. Its K and D objectives include 
sustaining growth, improving the com- 
petitivene.ss of its products, updating 
technology to avoid technological ob¬ 
solescence and achieving product excellence, 
besides the usual objectives. 

TiiP Constraints 

Conducting R and D in the l.\ and A1 is 
fraught with a number of constraints. Funds, 
management outlook, government policies, 
etc, are some of the important ones. But 
these could vary in importance from unit to 
unit. There are certain problems common to 
all R and D functionaries, over which there 
seems to be no control, ea.sy solution or 
quick remedies. We list below the common 
problems faced by the R and D functionaries 
in the lA and At. 

R and D engineers need three types of 
support, viz, support from (i) the workshop, 
(ii) the laboratory for evaluation of the work 
done at various stages, and (iii) the design 
office and the library. 

None of these supports is available in ade¬ 
quate measure to the R and D engineer in 
India. He is in a disadvantageous position 
in this respect. The R and D engineer abroad 
has extensive data base and basic informa¬ 
tion to fall back upon. If the R and D 
engineer abroad has to make up a shopping 
list, he can look at the various catalogues 
and select the best and nearest possible com¬ 
ponent. If he knows roughly whit he needs, 
he is reasonably certain of getting the stan¬ 
dard product. This feature facilitates his 
work and therefore his output and produc¬ 
tivity arc higher. But Indian R and D men 
with no test data and little standardisation 
arc at a grave disadvantage. They cannot 
profitably go around seeking important and 
critical inputs that they need. Critics of the 
Indian R and D .system seem to overlook the 
constraints under which the engineers have 
to produce results. 

It is felt that the status of chief of R and D 
in a unit would have impact on the quality 
of R and D work of the unit.'* The argu¬ 
ment is that the status of the chief of 
R and D in the corporate hierarchy has bear¬ 
ing on the R and D activities in three ways, 
(a) it reflects the importance the unit gives 
to R and D activity; (b) a fairly high status 
to the chief of R and D boosts his ego which 
in turn may have impact on the quality of 
R and D work and output: and (c) high 
status of the chief of R and D facilitates 


communication between him (and his unit) 
and the head of the concern and also the in¬ 
terface with the rest of the departments. 
Since optimum flow of management infor¬ 
mation is vital for the health and growth of 
the firm, a good communication between 
chief of R and D with the heads of different 
departments of the firm would gmtiy affect 
the fmancial fortune of the concern, parti¬ 
cularly in the long run. R and D support to 
the various core functional areas could vastly 
improve. 

If R and D is considered to be of mere 
decorative or cosmetic value (mostly to gain 
the fiscal and other concessions) to the unit, 
one can imagine the R and D chief would 
be a low ranking man. If the unit wants to 
take R and D with due seriousness and wants 
R and D to contribute to the unit's growth, 
then it can be expected that the unit will ac¬ 
cord a fairly senior position to the R and D 
chief. 

In our investigation we found broadly that 
the R and O chief has either third or fourth 
rank in the hierarchy, i e, there are at least 
two other bosses above him to whom he has 
to report. This is a rather low status. 
However, in a fairly large number (about 20 
per cent) of units chief of R and D occupies 
the second position, i e, he Ls directly accoun¬ 
table to the number one in the unit. These 
are the units which have meaningful R and U 
programmes before them. TEIjCO has gone 
a step further in according membership of 
the board of directors to the chief of their 
R and D centre. This can be regarded as an 
index of the importance the unit gives to 
R and D activities. But unfortunately 
TELCO is not representative of the other lA 
and Al units. 

A number of R and O chiefs spoke to us 
of the difficult environment in which they 
have to work. In some firms the R and D 
unit is considered the 'Harijan' of the con¬ 
cern. A person found inconvenient in some 
other department is dumped in the R and D 
department. In particular production and 
sales departments look down upon the 
R and D departments as a cost centre^’ and 
the R and D personnel as parasites on the 
unit. Such an approach and culture, it 
should be clear, strongly militates against 
meaningful output of R and D.^' 

Recruitment and promotional practices 
fur people in R and D units also leave much 
to be desired. All the R and D units felt that 
it is difficult to get duly qualified and 
talented persons to join R and O depart¬ 
ments. The reason is that while R and D has 
many challenges, there are no conunensurate 
rewards.^ While sales and production per¬ 
sonnel get faster promotions for their work, 
the same is not true for R and D 
department.^ 

It appears conditions are not much dif¬ 
ferent elsewhe'?. Inter-country examination 
suggests that the status of R and D persons 
even in advanced countries such as the US 
and the UK is not different from the one 6b- 
(aining in India. Waliff (1979) and Gunz 
(1980) speaking of the status of R and D per¬ 
sons in the US and the UK respectively be¬ 
moan the same low status’ and ‘second-class 
citizens’ status of R and D in those coun¬ 
tries. It, therefore, may not be incorrect to 


conclude that sutus, .promotions anu 
rewards are one amongst many factors m 
getting the best out of the R and D human 
resources. 

IV 

R AND D AND TSR 
Despite a number of constraints and dif¬ 
ficulties the track record of innovations oi 
the Arms in the lA and AI is not disappoin¬ 
ting. But how far will they enable the coun 
tpp or the firms to achieve TSR? The innova 
tions are adaptive, modificatory and small 
changes in product design. Nearly all of 
them have been accomplished through in 
cremental innovations. They may not be 
technologically spectacular. This is perhaps 
why the lA and Al is the target of criticism 
of being technologically stagiumt. But the 
technology of Indian CVs already compares 
quite favourably with international stan¬ 
dards.** There could not be a better proof 
of this than the fact that TELCO’s new LCV, 
designed and developed completely by the 
company’s in-house R and D far outsells any 
other LCV with foreign collaboration. Bajaj 
Scooters without any FC (for scooters and 
three wheelers) also is still the market leader 
despite the entry of a number of new units 
with FCs. In fact industry circles wondered 
why so many new FCs were allowed when 
Indian CVs and two wheelers were already 
practising nearly the state of the art 
technology. New FCs in the lA and AI seem 
to be more commercial propositions than 
technological. A large number of Indian an¬ 
cillary manufacturers have gained entry in 
the OE markets of vehicle manufacturers in 
the US, the UK and West Germany. All this 
goes on to demonstrate that the Arms in the 
lA and Al arc not far off from TSR.*’ 
But except in rare cases, these R and D 
activities have not enabled the Arms to be 
able to introduce radically new products and 
proces.ses on .their own. Neither have they 
pushed forward the technology frontier.*^ 
But if we take a perspective view of the 


1'ABLE 5: NATURh OF K ANO D IN THE lA AND 

Al 


Nature of Artivhy 

Percentage of 
Units Surveyed 

Product design 

68.8 

Adaptation 

58.5 

ModiAcation 

SI.2 

Process innovation 

48.3 

Basic research 

14.6 

Table 6: Rand D in Firms with or withoui 

Foreign Collaborations 

fflrr Cent) 
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Units with Units 

R and D 

Foreign without 


CoUaboiations' Foreign 

Collaborations 


Product design 

52 

93 

Process 

innovations 

49 

73 

Adaptive 

78 

67 

ModiAcatory 

65 

73 

Basic research 

4 

27 

Import 

substitution 

43 

66 

Material 

substitution 
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natutt of technology in the automoUle in¬ 
dustry, we will find that in the last three 
dec^es there have been no exotic or revdlu- 
iionary diai^s. The genesis of development 
of automotive technology is analogous to 
Darwin’s biological evolution theory. Suc¬ 
cessive inheritance of small changes with 
beneficial ones bang conserved enabling the 
vehicle to ad^t to a varwty of environments. 
Changes, if any, have been in improving the 
configuration of e^nes, transmission, ax¬ 
les, etc In the Indim case vehicle have to 
cater to road conditions, driving habits, 
overloading in particular. There is evidence 
to believe that the firms in the lA and AI 
have done this reasonably well. One thing 
perhaps may be worth mentionii^. Indian 
vehicles lack the cosmetic sophistications 
which vehicles abroad have in abundant 
measures. This could be the major reason 
why some people in India talk about tech¬ 
nology gap between Indian and developed 
countries’ vehicles. 

This is the broad piaure that emerges. But 
making an inter-firm comparison we find a 
wide gap amongst the various units engaged 
in vehicle and ancillary production in terms 
of their technological capability acquired 
through R and D. For instance, firms like 
TELCO, Bajaj Auto, Ashok Leyland, Sun- 
daram Clayton, etc, are viay ahead of the rest 
of the firms in terms of the technological 
ability to innovate and be self-reliant. The 
former two have successfully exported their 
products and know-how to a number of 
countries, particularly in Asia and Africa. 
Other firms in the lA and AI have not done 
a.s well. Thdr levels of achievement is below 
that of the leaders by different degrees. 

RFI-EVANCF. OF ADVANCED COUNT RY 

Technouxsy 

Advanced countries are spending large 
vums of money on developing and improving 
the automobile technology.The main 
directions in which these development ac¬ 
tivities have been shaping are weight- 
shedding, aero-dynamics (drag co-effi¬ 
cients), automatic transmission, alternative 
fuels, etc. Many of these developments and 
the technology involved in them are of lit¬ 
tle relevance to Indian conditions. An 
automobile, like food, has to be country 
specific. The Indian usa of automobile—be 
it a two or three wheeler, bus or truck—has 
certain specific expectations from his 
vehicle. A two wheeler rider epects it to 
carry him, his wife and children in a 
reasonably comfortable and safe manner. A 
lower weight of the vehicle by a few 
kilograms, perhaps by the use of plastics, 
does not excite or interet him. He basically 
looks for a nigged vehicle, to be able to run 
on roads of indifferent qukity, a’sari guard, 
a few attachments to enable him to cany his 
shopping items, etc, and a low initial cost- 
price and subsequent ease of maintenance. 
Unda such circumstances, reduced weight 
of the vehicle could even be of a negative 
value to him. A truck operator (not driver) 
looks for the capacity of the vehicle to carry 
maximum loads for long distance Again a 
smaller body weight of the vehicle by a few 
kilogram does not interest him. Since the 


truck operator loads the vehicle rather ir¬ 
regularly (dqrending on the merchandise he 
IS to carry) technology of aerodynamics may 
"0^ I*, of great importance. Some otha 
sophistications like automatic transmission, 
power steering, etc, may perhaps add to the 
ease of operation of the vehicle. But their 
incorporation pushes up the price of the 
vehicle to prohibitively high levels. I^r in¬ 
stance, the technology of automatic gear 
changing in a commercial vehicle is 
estimated to lead to an escalation of price 
of a truck by at least another Rs 85,000 to 
Rs 95,000. How many truck owners are pre¬ 
pared \o buy a truck having such sophistica¬ 
tion with a price tag higlrer by nearly a lakh 
rupees? 

One should not therefore be carried away 
by the technology gap in automobile in¬ 
dustry in the developed countries and India. 
In India ruggedness, operability on rough 
roa^, ability to carry maximum loads, lower 
initid price, ease of getting the vehicle 
repaired anywhere, ac, are at a premium. In 
this respect, the balance sheet of the TSR 
in the automobile industry is not altogaha 
unsatisfactory. Indian vehicles may lack 
sophistication but they run fairly satisfac¬ 
torily with excessive loads on roads whose 
quality leaves much to be desired, with fuels 
that are not quite pure. A number of 
technology collaborations in the industry in 
recent times have failed precisely because of 
this factor. One notable collaboration for 
manufacturing CVs with a leading world 
manufacturer failed to click, despite the fact 
that both collaborating industrial units were 
reputed concerns. A vehicle which is not 
Indian in temperament is most likely destin¬ 
ed to infant mortality. 

This is not to say that India has reached 
the zenith of technology even in meeting our 
own specific requirements. A good deal 
needs to be done and good deal of benefit 
can be derived from selectively chosen 
foreign collaboration for importing tech¬ 
nology. The point, however, is that it would 
not be correct (o measure the technology gap 
by the differences betvrern the vehicles of ad¬ 
vanced countries and the vehicles in India. 
The technology gap which needs to be closed 
is baween the technology we want and the 
technology we have. This gap is really not 
as large as many would have us believe. 
Firms in the lA and AI have built up enough 
technological capability to close this gap. 


CONCUUSIONS 

Changing environment causes shifts in the 
paths of all units in the lA and AI. Some 
units respond to it in calculated and chisel- 
sharp ways with creditable success. Others 
may start off well but fumble and stumble 
There are yet others who simply do not 
shake off their stupor. The lA and AI of¬ 
fers a curious mixture of all the three 
categories of units. But even for those who 
respond to changed circumstances with 
earnest R and D efforts there were a numba 
of R and D inojects which were unfortunate 
They were buried in the graveyard of innova¬ 
tions. Chances of success are far too fewer 
than chances of failure Nevertheless R and D 


can lengthen, it appears, the core of a 
waVelifce tntjectory or widen the circum¬ 
ference of easting trajectory. It can howeya 
never strengthen out the curvilinear evolu¬ 
tionary process into a rising linear path. 

The output of in-house R and D in the 
lA and AI has been fairly meaningful. It has 
resulted in a number of invisible or low visi¬ 
ble improvements in the design and perfor¬ 
mance of its products. This has to be par¬ 
ticularly appreciated in the light of multi- 
constraint framework in which it has been 
accomplished. But the outcome of the sum 
total of these R and D efforts is best describ¬ 
ed in Lord Browning’s words, "little done 
and vast undone^’. One area where ‘vast’ 
needs to be done is manufacturing techno¬ 
logy. If cost/benefit ratios are in (iivour of 
import of technology, it is always desirable 
to benefit from the technology developed 
abroad. In the automotive industry there is 
no sharp division baween make and buy. 
Even if technology is bought from abroad 
it has to be substantially ‘made* to suit the 
local conditions. Both the industry and the 
government of India should address them¬ 
selves to buying and making the technology 
particularly in the areas where indigenous 
capability is weak, lb bridge the relevant 
technology gap referred to earlier, units in 
the lA and AI have also to put in more 
money and men, while the government of 
India should permit new manufacturing 
technology to come into the country rather 
freely. This seems to be the path the lA and 
AI should take to move closer to the goal 
of TSR. 

Notea 

[This is a part of a larger study funded by the 
Ford Foundation in the Institute tor Financial 
Management and Research which is to be 
published soon. Suggestions for improvements 
made by Ronald Dore, Ashok Oesai and R M 
Honavar are gratefully acknowledged. The 
author alone is responsible for errors, if any.j 

1 The two scholars were ECU Sudarshan, 
Director, Institute for Mathematical 
Sciences, and N Seshagiri, Direaor General. 
National Informatics Centre. 

2 The GDI unit is the Ahmednagar-based 
Vehicle Research and Development 
Establishment. This establishment, besides 
being engaged in R and D, also certifies all 
the new vehicles on the road worthiness and 
otha performance parameters. 

3 Major manufacturas of tractors are 
raembas of the Association of Indian 
Automobile Manufacturers. 

4 One two wheeler unit (Suvega Mopeds), 
howeva, did not have formal R and D. The 
unit was almost on the verge of closure 
when the study was being conducted. In¬ 
cidentally this was the unit which pioneered 
the eta of mopeds in the two-wheeler 
segment. 

5 It is often contended that R and D expen¬ 
ditures abroad are high as the salaries of 
the R and D personnel are high. Hence 
direa comparisons of those R and D ex¬ 
penditures with the Indian R and D expen¬ 
ditures may not be correet. 

6 leuan Maddock, former Controller 
(Industrial Ibchnology), Ministry of 


Economic and Political Weekly May 28, 1988 


M-71 



Technology, UK, says that for any 
technology there is a threshold which has 
to be .reached before tne venture becomes 
viable. Many of these thresholds are set by 
countries which have large economic/ 
technological base. See IVivedi (1969) and 
also F M Scherer (1971). 

7 On a rough reckoning, the 0£/Replaceraent 
sales ratio is 1:3, But much of the replace* 
ment market is catered to by small and 
unorganised industry. 

8 An UNCTNC Study (1982) supports our ex* 
planation. It says “in their (firms with FC) 
case, it seems that the benefits of centralised 
R and D at their headquarters outweight the 
advantage derived from the lower cost of 
local research personnel” (p 79). 

9 The firm's present status may have changed. 
The firm was caught in the recent 
developments of take*over games. 

10 This conforms to DS1 data for any year. 
See, Resean'h and Development in Industry 
of any recent year. 

11 If all firms are equal in size then H index 
will be equal to zero. If firms are highly une* 
qual in size then H index will be a positive 
number whose value depends on the degree 
of inequality and the number of firms in 
the industry or its demarketed segment. E 
index will tell the likely control over market 
supply and price. Higher the value of E 
more will be such control and vice versa. 

12 The lA and Al has been subject to a large 
number of regulations, chief amongst them 
are: in I9S9 passenger cars came under price 
control, in 1963 CVs came under 
distributing and sales regulations. From 
time to time changes and modifications in 
regulations have been made. In 19KI, sales 
of CVs were strictly regulated. 

13 Automobiles are the cla-ssic example of .scale 
economies. It has been estimated that when 
the output of vehicles increases from 1000 
to 50,000 units per annum, the unit costs 
fall by 40 per cent. Doubling the output to 
i,(X),(X)0 brings down the unit cost by 
another IS per cent. In the l,(X),U(K) to 
2,00,000 range the fall is 10 per cent and fur* 
ther doubling to 4,00,000 may net about 5 
per cent cost reduction. The cost function 
for the auto industry is C - ab', where (' 
is total costs, b is scale factor (whose value 
is 0.82), X is the physical oiitpui and a the 
constant. See Chaii (1981) and UNIDO 
(1986). 

14 An R and D functionary who now works 
for a large component manufacturer 
formerly worked in the R and D unit of a 
car manufacturer, lie told us that the car 
unit wished to introduce new manufactur* 
ing technology which meant heavy invest¬ 
ment in retooling. Hut this technology was 
viable only at substaniially higher volumes 
of output. The car unit .sought |X‘i mission 
from the concerned gosvrnmcni department 
for expansion. But it was turned down, thus 
freezing the potential change in the 
manufacturing technology. 

15 Ibchnology from developed countries enters 
India not only through formal channels 
such as collaborations and licensing 
agreements but also thiough informal chan¬ 
nels such as professional journals, trade 
fares, expos arid even by 'selaliug', See Desai 
(1980). 

16 About the Indian CVs, UNIDO Secretariat 


Report (I9S6) says, “ttrict quality control, 
pr^uct adaptation, improvements based on 
indigenous research and development... 
have led to the two leading truck manufac¬ 
turers to emerge as rngjor exporters... The 
trucks are well known for being rugged and 
appropriate to the type of conditions 
prevalent in many developing countries” 

(p60). 

17 In terms of outlay on basic research our 
percentage conforms to national percen¬ 
tages. See issues of Research and Develop- 
ment Industry—tht annual publications of 
the DST. 

18 Bhatia (1982) feels that the problem arising 
out "of non-standardi.sation is due to 
multiplicity of technical collaborations in 
the lA and AI. Each foreign collaboration 
agreement carries a clause against changes 
in the designs and dimensions. 

19 See, Chakraborty (1984) and a number of 
studies referred to by him. 

20 Chakraborty (op cit) has shown that in 
other industries also the situation is no bet¬ 
ter. He cites the head of une of the largest 
and most prestigious R and U establish¬ 
ments of a public sector company bemoan¬ 
ing the fact that R and U personnel in his 
firm enjoyed a much lower status than line 
personnel even in the eyes ol peons and 
other class IV staff. 

21 Udgaonkar (1985) cites a reprcseniutivc in¬ 
stance. He quotes a senior R and D scien¬ 
tist in a large public sector undertaking 
which spends substantial sums on R and D, 
remarking to him some years ago. “our 
management thinks that once it has thrown 
a few crores of rupees at us, we should rest 
satisfied and should not ask tor participa¬ 
tion in decisions about the import of 
technology or demand increasing indigeni- 
sation on the basis of onr in-house 
R and D” 

22 Chakraburiy (op cit) also found that “in a 
transport vehicles manutacturing company 
vertical mobility was lesser tor R and D 
people. Normally life in R and D was 
tougher” (p 39). 

23 A joke amongst R and D community goes 
as follows; If a girl's father is to choose bet¬ 
ween a sales engineer, a production engineer 
and an R and D engineer as his .son-in-law, 
he would unhesitatingly opt out of the 
R and D engineer. 

24 R and D functionaries in the lA and .AI 
strongly vouch for it. Sec also Rumachan- 
dran (1984). 

25 We are not considering cars for this purpose 
for they neither meet the muss transport 
requirements nor can they be personal 
transport devices for nearly 98 per cent ol 
Indians. Hence even if there is technology- 
gap ill car segment of the lA and Al, one 
should not be unduly concerned about it. 

26 Ronald Dote views TSR as pushing forward 
the technology frontier (in a private com¬ 
munication to the author). 

27 Besides huge sums of money individual 
automobile umis spend, there is also pooled 
and co-operative research in the automotive 
technology in the developed countries. 
Hey wood and Wilkes (1980) have shown 
that a S 100 million collective R and D 
programme called Co-operative Auto¬ 
mobile Researeh Programme has been 
commissioned. 
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Integrated Entrepreneurship Development 

Programmes 

The Indian Experience 

AN Oza 

This paper examines the Indian experience of developing entrepreneurship via the Integrated Entrepreneurship 
Development Programme fEDP). The author highlights the reasons for the low priority assigned to developing 
entrepreneurs during the first two decade of development planning, the problems offinancing small industries 
which led to the introduction of EDPs in Gujarat in the 1970s and the extension of EDP activity in the country 
during the 1980s. The content of the generally accepted Integrated EDP is outlined. In addition, the problems 
facing EDP activity are discussed and remedial measures are outlined. 


i 

Introduction 

THIS paper examines the Indian experience 
in the area of Integrated Entrepreneurship 
Development Programme—EDP in short— 
with the following objectives: 

(1) lb describe the historical background of 
the EDP movement in India by consider¬ 
ing: (a) the reasons underlying the low 
priority givoi to the objective of develop¬ 
ing entrepreneurship in the industrialisa¬ 
tion strategy carried out during the flrst 
two decades of development planning 
(1951-71), (b) the problems of financing 
small industries which led* to the in¬ 
troduction of EDP in Gujarat in 1970s, 
and (c) extension of EDP activity by the 
national financial institutions in 19^ to 
all parts of India as an important policy 
instrument to attain certain macro socio¬ 
economic objectives through develop¬ 
ment of human resources for promoting 
small and tiny industries. 

(2) To briefly describe the contents of the 
generally accepted Integrated EDP model 
as an innovative method ot developing 
human resources for industrial 
development. 

(3) To draw attention to and suggest remedial 
measures for the three crucial problems 
that the EDP movement in India has to 
face in the near future, namely, (a) rely¬ 
ing upon EDP for generating ‘self- 
employment’ for the rural and urban 
poor and for uneducated women, (b) 
using the EDP activity to tackle the pro¬ 
blem of growing number of 'sick' .small- 
scale industrial units, and (c) absence of 
any built-in mechanism for regular 
monitoring and evaluation of results of 
EDPs. 

II 

Low Priority to Developing 
Entrepreneurship during 19S1-71 

Although India's development strategy 
seeks to tackle the twin problems of mass 
poverty and widespread, Tronic unemploy¬ 
ment through rapid growth of industrial sec¬ 
tor, the objective of augmenting supply of 


entrepreneurship was accorded very low 
priority in the first four five-year plans 
covering the perirxl 1951 to 1971. Scarcity of 
directly prc^uctive and social overhead 
capital was considered the primary cause of 
underdevelopment. Maximum attention was 
therefore paid to accelerating the rate of 
physical capital formation. Aiming for high 
growth rate in the long run and disr^arding 
its short-run inflationary impact, the 
strategy for industrial development gave the 
highest piiority to massive investment in 
basic and capital goods industries by setting 
up large enterprises using advanced techno¬ 
logy. With its commitment to establish a 
mixed economic system, the industrial policy 
envisaged the government to assume the role 
of cntreprenei r in promoting these high 
priority, heavy-investment industries. And in 
India, the government has in fact played a 
significant entrepreneurial role by launching 
public sector enterprises in completely new, 
modern induistries which were non-existent 
in pre-independence period, e g, heavy 
machine tools, heavy electricals, fertili.sers, 
locomotives, railway coaches, petrochemi¬ 
cals. oil exploration and extraction, ship 
building, etc. 

However, faced with heavy budgetary 
deficits and limitations of its managerial 
resources, the government had to turn to the 
well-tested entrepreneurial capability, 
managerial expertise and vast financial 
resources of the big business houses to set 
up units in heavy and capital goods in¬ 
dustries to meet the capacity targets of five- 
year plans. Hence, notwithstanding its con¬ 
stitutional commitment to control concen¬ 
tration of economic power, the government 
had to encourage rapid growth of multi¬ 
national corporations and Indian large 
business houses, i e, groups of companies 
under common family-based control (like 
Japanese Zaibatsu) such as Ihtas, Birlas, 
Mafatlals, Thapars, Sibghanias, etc, whose 
experience in promoting and successfully 
operating large, modern enterprises dated 
back to pre-independence days. In this con¬ 
nection what is interesting to note is that 
while the ‘political’ objective of assigning 
high priority to basic and capital goods in¬ 
dustries was to make the country econo¬ 


mically ‘self-reliant’ to support the forrign 
policy objective of non-alignment, in reality 
the public sector as well as the Indian big 
business houses have failed to provide the 
Schumpeterian ‘innovative' entrepreneurship 
by choosing the soft option of importing 
proven, risk-free foreign technology through 
technical collaboration agreements. 

In this scheme of priorities of industrial 
development envisag^ in the fiist four five- 
year plans, the small-scale and cottage in¬ 
dustries were to play a residual, secondary 
role. These industries were to be encourag¬ 
ed in the low technology, labour-intensive 
areas in which the big business houses would 
not want to enter on account of low profit¬ 
ability. And their growth was expected to 
attain the objectives that the large-scale in¬ 
dustries cannot achieve, namely, employ¬ 
ment generation, reduction of regional 
dispmities and supply of cheap and inferior 
quality consumption goods for the low 
income groups. Further, considering the low 
initial capital requirement of small in¬ 
dustries, the Indian planners did not favour 
substantial allocation of plan funds to pro¬ 
mote their developmoit. It was assumed that 
what was required to accelerate the growth 
of small-scale sector was to establish specia¬ 
lised financial institutions at the state level 
(c g. State Financial Corporations, State 
Industrial Investment Corporations, etc) and 
create infrastructural facilities like industrial 
estates and zones of industrial sheds on the 
periphery of big cities. 

The strategy, for development of human 
resources was also dominated by the man¬ 
power requirements of large-scale industries 
during the first two decades of planning (ie; 
1950-1970). Institutes of technology and 
.schools of management were set up at huge 
costs to increase the .supply of specialised 
technologists, scientists, engineers and pro¬ 
fessional managers to meet the growth in 
demand for highly skilled manpower genera¬ 
ted by expansion of modern science-based, 
large-scale industries. As regards the supply 
of entrepreneurship required for promoting 
growth of large-scale industries, no special 
efforts were necessary because the govern¬ 
ment (through the public sector enterprises) 
and the trail established large business 
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houses were assumed to be well'equipped to 
meet this requirement. 

No serious attention was paid to the 
development of human resources required 
to promote growth of small and cottage in¬ 
dustries because these industries were assum¬ 
ed to require only rudimentary managerial 
skill and semi-skilled or unskilled labour. 
More important, it was assumed that incen¬ 
tives in the form of concessional Hnancial 
as.'>:stance and subsidised land plots and 
other facilities would be sufficient to attract 
the small, individual entrepreneurs to set up 
their own small business ventures. In other 
words, till 1970s the policy-makers did not 
consider it necessary to devise any specific 
schemes and programmes to develop and 
augment the supply of competent, well- 
rounded, highly motivated entrepreneur- 
cum-managers to launch small-sctde oiter- 
prises. For this neglect the country is today 
paying a heavy price in terms of high in¬ 
cidence of 'infant mortality’ and sickness in 
the small industry sector. 

Ill 

Backftround to Evolution of EDPs 
in Gujarat in 19708 

in India the programmes for developing 
entrepreneurship have, therefore, evolved not 
as an integral part of the developmental 
plans but as a result of the ‘felt needs’ of 
the financial institutions set up to encourage 
and assist the promotion of small enterprises 
through a variety of soft loan schemes ac¬ 
companied by capital subsidies. Within a few 
years of the launching of these incentive- 
based .schemes, the state level financial in¬ 
stitutions found that there were not many 
’takers’ for these incentives and the majori¬ 
ty of those few who came forward to biment 
from them were either incompetent as en¬ 
trepreneurs or insincere in their intentions. 

Most of the top executives concerned with 
promoting small industry reached to such 
lukewarm response to their liberal financial 
assistance schemes with a feeling of help- 
cssness and defeatism, if not fatalism. Their 
approach and attitude towards entrepreneur- 
ship was conditioned by the simplistic, con¬ 
scious or unconscious understanding of the 
socio-iogical aspects of Indian entrepreneur- 
ship. Historically, in India individuals 
belonging to only a few well-defined socio¬ 
religious groups have revealed strong entre- 
reneurial talents and majority of successful 
Indian entrepreneurs come from these com¬ 
munities. For instance, Gujaratis, Sindhis 
and Parsecs in western India, Marwari 
migrants in eastern and north-ea.stern India. 
.Sikhs and Kayasthas in northern India and 
Naidus md Chettiars in southern India. The 
development bankers were therefore quite 
reluctant to extend financial assistance to 
persons not belonging to traditional business 
communities and/or families with long¬ 


standing business experience. 

These development bankers had neither 
heard of McCldland’s 'achievement need* 
theory nor were they made aware of the 
positive resulte of McClelland’s research jxd- 
ject in imparting achievement motivation 
training to Kakinada entrepreneurs in 1964. 
Hence; it was difficult to overcome their con¬ 
viction that entrepreneurs are not made but 
bom with certain rare; innate qualities which 
cannot be acquired through ai^ kind of 
eduimtion or training. The state level institu¬ 
tions created for promoting long-term, con¬ 
cessional financid assistance to small in¬ 
dustries were thus faced with a dilemma. 

On the one hand, a good measure of their 
funds would remain under-utilised and they 
would fail to achieve the social purpose of 
their existence if, in sanctioning term fmance 
to small industries, they were to stick to the 
traditional beliefs that entrepreneurs are 
born and not made and that dependable en¬ 
trepreneurship is an intrinsic, exclusive 
privilege of certain business communities. 
On the other hand, they would have to take 
the risk of ending up with high default/ 
overdue ratio if, driven by the spirit of enter¬ 
prise, they were to advance loans to the ‘first- 
generation’, potential entrepreneurs (with 
proven skill but without capital or business 
background) on the basis of untested hypo¬ 
theses that entrepreneurial talents may be 
found to exist in any person irrespective of 
sex, caste, community, region, religion or 
family background and that through proper 
training such traits could materialise into 
successful businessmen. In other words, the 
development banks established to provide 
concessional finance to small-scale industry 
were faced with the choice of either conti¬ 
nuing with secure but dormant, purposeless 
existence or assuming the new ‘entre¬ 
preneurial’ role by adopting innovative, risk¬ 
taking and problem-solving behaviour, i e, 
qualities which they expected from entre¬ 
preneurs seeking financial assistance. 

The first state level tinancial institution 
to systematically assume this new role was 
Gujarat Industrial Investment Corporation 
(GIIC) which introduced in 1970 two very 
unorthodox schmes of providing long-term 
finance to small-scale industry, viz. New 
Entrepreneurs Scheme (NES) and lirehni- 
cians Scheme (TS). Under these schemes 
loans up to 90 to 100 per cent of project cost 
were given without collateral security to 
competent individuals not on the basis of 
their financial backing or family business 
background but on the criteria of their com¬ 
petence and viability of their projects. 
Within three years (1970-73) of the launching 
of these two schemes nearly 300 new small 
(and tiny) enterprises were set up by techni¬ 
cians, artisans and non-technical entre-. 
breneurs. Hie success of those two un¬ 
conventional term Hnance schemes inspired 
GIIC to introduce Entrepreneurship 
Development Programme (EDP) in a 
systematic and sustained manner. 


IV 

The Genenlly Accepted Model 
of Integnted EDP 

The Entrepreneurship Development Pio- 
gnumne (EDP) is an important innovative 
break-through in the strategy for develop¬ 
ing human resources for promoting 
economic progress in India as well as in 
otho' underdeveloped countries. The EDP 
is an innovation in that those persons who 
possess certain identifiable qualities of entre¬ 
preneurship are counselled, motivated and 
trained to strengthen their self-confidence, 
seize a business opportunity, initiate an 
enterprise and be the masters of their 
destiny, i e; to become tetrepreneurs’ instead 
of passively waiting for suit^le employment 
or continue suffering from frustration in 
their current jobs. 

The EDP is not just an extended version 
of (business) management training pro¬ 
gramme the primary aim of which is to pro¬ 
vide theoretical and practical knowledge to 
manage production, finance, marketing and 
personnel of an existing enterprise with a 
view to minimise costs and maximise profits 
and/or growth of sales under given environ¬ 
ment. In contrast, an EDP brings about a 
sound combination of techniques of beha¬ 
vioural psychology, tools of management 
science and available information on techno¬ 
logy with a view to identify entrepreneurs, 
particularly ‘first-generation’ entrepreneurs, 
strengthen their achievement motivation (n- 
Ach) and train them in marketing and other 
areas of enterprise management sathat they 
can confidently start and successfully run 
their own business ventures which they 
choose under expert guidance and on the 
basis of necessary information regarding 
available market, governmental regulations, 
financial incentives, etc Further, an EDP 
also ensures that on completion of training, 
the potential entrepreneurs are helped in 
making loan applications, securing available 
incentives, seeking government approvals, 
choice of location, etc. 

Since it was in the state of Gujarat that 
EDPs were first conducted regularly, 
systematically and on an effective scale, most 
state level agencies have adopted the method 
of EDP as developed in Gujarat. This model 
is also known as the Integrated EDP model 
because the programme-package not only 
includes the pre-training and training 
modules consisting of selection, motivation, 
opportunity guidance and management in¬ 
puts but also provides for the post-training 
module comprising ‘follow-dp’ inputs to 
assist the trained entrepreneur in starting his 
business enterprise In short, the Integrated 
EDP model is so called because in a single 
programme it links all the stages involved 
in enterprise-building from identifleation 
and development of an entrepreneur to the 
initiation of his enterprise The three stages 
of this EDP model are: (i) pre-training, (ii) 
training, and (iii) post-training. 

The pie-trainmg stage relates to identiflea- 


M-74 


Economic and Political Weekly May 28, 1988 



'ion and sdection of potential entrepiencuis 
.,n the basis of three assumptions: 

^i) Although entrepreneurship is not an a- 
clusiva intrinsic privilege of any par¬ 
ticular sot, caster community or race, 
every person cannot become an entre¬ 
preneur unless he/she possesses certain 
entrepreneurial traits (or crnnpetendes). 
;,i) The traits which a person should 
possesses in order to become a succe»- 
ful entrepreneur are identifiable and 
measurable through application of cer¬ 
tain psychological (1 e, behaviound) 
tests, in-depth interviews and related 
socio-cultural indices (characteristics), 
(lii) Iversons showing evidence of possessing 
entrepreneurial traits can be developed 
to b«ome successful entrepreneurs 
through a specially designed package of 
training inputs. 

The traits which a potential entrepreneur 
should evince in order to be selected for 
training are briefly stated as follows: 

(a) The need (urge) for achievement. 

(b) Inclination for calculated, moderate 
risk-taking. 

(c) .Self-confidence and positive perception 
of one’s own abilities and limiutions. 

(dl Initiative to seize (or reach out for) an 
opportunity and independence in taking 
one's own decisions. 

(c) Problem-solving, that is, to examine and 
approach problems with a view to solve 
them and not use them as excuses for in¬ 
action or failure. 

(I) Optimism about one’s future despite un¬ 
favourable present conditions.^ 

(g) Information-seeking attitude to remain 
alert to cease any favourable opportunity 
(or circumstances) that the surrounding 
environment may offer. 

(h) Clarify about goals and priorities (what 
one wants and does not want) and plan¬ 
ning a time-bound programme of tasks 
to attain the chosen goals. 

The selection of participants for an EDP 
IS done on the basis of tanking in the scores 
obtained in the tests specially devised to 
identify the above-mentioned entrepreneurial 
traits and/or on the basis of their interview 
by a selection panel. 

I he training stage (second stage) generally 
consists of following three modules (or 
inputs): 

(i) Achievement Motivation IVaining 
(AMT): The aim of AMT js to streng¬ 
then the achievement need, self- 
awareness. and other entrepreneurial 
qualities with the help of various 
methods of behavioural psychology. 

'') Business Opportunity Guidwee (BOG) 
and selection of project: The trainee is 
given information and counselling 
about the various business oppor¬ 
tunities in the area where EDP is con¬ 
ducted. Through Held visits to existing 


successful enterprises in the surrounding 
area and interaction with their owners 
they are given exposure to the problems 
and prospects of actually running a 
business enterprise. After he has 
selected a particular business oppor¬ 
tunity on the basis of technical advice, 
a quick market survey and talks with 
similarly situated businessmen, the 
trainee prepares the project (feasibility) 
report for submission to the bank 
and/or financial institution. 

(iii) Management: The potential trainee- 
entrepreneur has not only to start a 
business venture but also to make it pro¬ 
fitable through sound management. 
The EDP trainees are therefore, in¬ 
troduced to the basics of financial, pro¬ 
duction, marketing and labour 
management. 

The post-training stage (third stage) is 
included in the EDP package mainly to 
ensure that the trained entrepreneur after 
being given the strong dose of motivation 
and training is not left in the lurch and to 
fend for himself. Being a small man with 
little capital and no business experience, the 
EDP trainee needs a lot of help, guidance, 
pep talk, and informative, supportive inter¬ 
vention tom the EDP trainer-motivator bet¬ 
ween the decision to start an enterprise and 
actually establishing it. Thus the post¬ 
training input of EDP mainly consists of 
‘follow-up’ support, guidance and counsel¬ 
ling to be provided for preparing applica¬ 
tions for financial assistance, getting sanc¬ 
tion of loans, selection and securing of 
suitable location, getting governmental ap¬ 
provals, registration under various statutes, 
etc. In India where even the small businesses 
are subject to myriad of controls and 
licences, the ‘follow-up’ input of the EDP 
is as crucial as the AMT input. In the 
absence of this input even the most highly 
motivated trainee entrepreneur is very 
vulnerable to loss of confidence and hope 
while .struggling against not only the callous, 
corrupt, lethargic and faceless bureaucracy 
in the government departments, financial 
institutions and nationalised banks but also 
against the security-consciousness and ‘no¬ 
change’ attitudes of family members and 
relatives. 

It is this ‘follow-up’ input which ensures 
that the positive, morale-boosting effect of 
AMT and BOG inputs is not nullifled by the 
restrictive, discouraging environment that 
controls the world of small businessmen and 
suppresses his spirit of entrepreneurship. For 
being successful in Indian business environ¬ 
ment, what we need is not just a simple two- 
stage EDP model with only the first two 
stages of pre-training (selection) and train¬ 
ing, but an Integrated EDP model with three 
stages, the third stage consisting of ‘follow- 
\x^ and .supportive counsdling to ensure that 
the enterprise actually gets started despite 
the discouraging socio-economic 
environment. 


EDP Activity m • Policy 

Inatrumcnt to Develop Small 
Industriea 

During the i»evious decade (1970-80) it 
was mainly in the state of Gujarat that the 
EDP activity was undertaken in a sustain¬ 
ed and effective manner. Between 1970 and 
1979, in addition to its main development 
banidng function, the GliC conducted as its 
secondary activity 84 EDPs, trained 2134 en¬ 
trepreneurs and helped initiation of 1380 
small enterprises. Encouraged by this 
creditable performance of GIIC in (loop¬ 
ing entrepreneurship through its EDP activi¬ 
ty, the state government of Gujarat together 
with some public financial institutions, set 
up in 1979 the Centre for Entrepreneurship 
Development (CED) exclusively devoted to 
conduct EDPs in Gujarat. Manned by able; 
dedicated professionals, the CED accelerated 
the growth of EDP movement in Gujarat. 
Within the first three years of its existence 
(1979-82), it conducted 164 EDPs. trained 
4016 entrepreneurs and helped setting up of 
2S88 business enterprises. The all-India 
public financial institutions, particularly the 
Industrial Development Bank of India (ID- 
Bl), were greatly impressed by the rapid ex¬ 
pansion in the number and geographical 
spread of EDP activity in Gujarat and its 
efficacy in attracting potential entn^reneurs 
from very diverse socio-demographic groups 
such as men and women, young and middle- 
aged, upper and lower middle income 
groups, educated and uneducated, tradi¬ 
tional artisans and science and technology 
graduates. 

Encouraged by the success of EDP activi¬ 
ty in Gujarat the all-India financial institu¬ 
tions as well as the state and central govern¬ 
ments decided to extend the entrepreneur- 
ship development movement to all parts of 
the country, particularly the economically 
backward regions. With this objective the 
public financial institutions agreed to extend 
full financial support to state level agencies 
like Technical Consultancy Organisations 
(TCOs), Small Industry Service Institutes 
(SISls), State Centres for Entrepreneurship 
Developments (SCEDs), etc, to conduct 
EDPs in their states. 

Moreover, Industrial Development Bank 
of India (IDBI), Industrial Credit and In¬ 
vestment Corporation of India (ICICI), In¬ 
dustrial Finance Corporation of India 
(IFCl) and State Bank of India (SBI) decid¬ 
ed to set up in 1983 in Ahmedabad (Gujarat) 
an all-India institute, the Entrepreneurship 
Development Institute of India (EDI. 1) to 
serve as a national resource organisation to 
facilitate, help and guide the state level agen¬ 
cies such as State Ihchnical Consultancy 
Organisation (16 TCOs), Small Industry Ser¬ 
vice Institutes (IS SISIs) branches of na¬ 
tionalised banks, state level entrepreneurship 
development institutes eg. Institute of 
Entrepreneurship Development in UtUr 
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Pradesh etc, which are engaged in the task 
of conducting EDPs in various sutes. 
Another all-India insUtution set up to serve 
more or less similar objectives was the Na¬ 
tional Institute of Entrepreneurship and 
Small Business Development (NIESBUD)in 
New Delhi. Keeping in view the national 
perspective both these organisations provide 
training to the EDP trainer-motivators, help 
building up of state level institutes for en¬ 
trepreneurship development, carry out 
demonstration EDPs, extend faculty sup¬ 
port, conduct action-based research and 
organise international training programmes 
for trainers from developing countries. 

In the current decade of 1980s program¬ 
mes for promoting growth of entrepreneur- 
ship have become an important policy in¬ 
strument to attain certain socio-economic 
objectives such as widening the industrial 
base through expansion of small- and 
medium-scale industries, generation of 
employment opportunities, dispersal of 
ownership and control of industry, develop¬ 
ment of backward regions, optimum use of 
scientific and technical manpower, expan¬ 
sion of the non-farming activities in rural 
areas and improving the economic status of 
socially disadvantaged sections such as rural 
poor, tribals, women, etc. 

A large number of institutes and organisa¬ 
tions are at present engaged in conducting 
EDPs with the objective of developing en¬ 
trepreneurs, particularly the first-generation 
entrepreneurs to set up small manufactur¬ 
ing or non-manufacturing businesses and 
also to generate opportunities for self- 
employment through ‘tiny* familial 
businesses as substitutes for wage employ¬ 
ment. According to a recent study conducted 
by the National Institute for Entrepreneur- 
ship and Small Business Development 
(NIESBUD), at present there exist as many 
as 686 organisations engaged in a variety of 
training (and research) activities directed 
towards developing entrepreneurship in ur¬ 
ban as well as rural areas (NIESBUD News 
Ijttter, May-June 1987). 

Of these 686 organisations Engaged in 
promoting entrepreneurship as many as 616 
are established or sponsored or Tinancially 
supported (directly or indirectly) by the cen¬ 
tral and state governments, all-India and 
state level Tinancial institutions and public 
sector banks. Only 70 of them are set up by 
non-government, voluntary organisations. 

The problems created by this mushroom 
growth of EDP conducting agencies and the 
consequent unplanned, rapid int'tca.sc in the 
number of EDPs conducted in all parts of 
India should be a matter of serious concern 
to the financial institutions, government 
policy makers and apex (national) institutes 
of entrepreneurship development. If efforts 
to act upon these problems are not initiated 
right now, they will seriously impair the ob¬ 
jective of using EDPs for identifying and 
developing first-generation entrepreneurs for 
promoting growth of healthy small business 
enterprises. 


VI 

Use of EDP for Generating 
‘Self'Employment* 

In the last few years the coverage of EDP 
activity has been considerably extended to 
bring within its fdd non-conventional target 
groups such as educated and uneducated 
women, rural poor, tribals and ex- 
servicemen (i e, ex-soldiers). One major 
reason for the unplanned extension of EDPs 
to these socially disadvantaged groups is that 
EDP is regarded by governments, Tinancial 
institutions and banks as an easy and ad¬ 
ministratively inexpensive measure to reduce 
poverty and unemployment. This new 
dimension given to EDP activity has raised 
questions about the objectives, contents and 
delivery mechanism of EDP. What is the ob¬ 
jective of EDP: to create ^trepreneurs' or 
to generate ‘self-employment’? The 
significance of the need to demarcate bet¬ 
ween these two objectives is not realised 
while delivering the conventional, establish¬ 
ed, Integrated EDP model to target groups 
of uneducated low middle-class (urban) 
women or rural (landless) poor or tribals. 
In the EDP context, an entrepreneur is one 
who starts and manages a business enter¬ 
prise with a view to generate profits which 
not only provide him a reasonably good liv¬ 
ing but also leave him with a surplus to ac¬ 
cumulate capital required to expand his 
business. Entrepreneurship therefore relates 
to creation of a business enterprise which 
in addition to providing ‘self-employment* 
to the entrepreneur (and his family 
members), would, atleast in the lung run, 
generate wage-employment fur others. 

On the other hand, in an EUP directed 
towards generation of self-employment the 
aim is to compensate for the chrome non¬ 
availability of employment opportunities 
even at subsistence wage rates for the 
uneducated rural and urban poor (men as 
well as women). Here the objective is to 
substitute the need for wage-employment by 
training a person for sell-employment by 
starting cottage or household industries or 
tiny service-oriented businesses which can 
keep the trained person fully employed and 
generate income sufficient for his family's 
survival. Such business is taken up for self¬ 
survival. The income from it is insufficient 
to provide surplus for accumulation and sus¬ 
tained growth. Hence it is not likely to 
generate wage-employment opportunities for 
others. 

Thus, making a person an ‘entrepreneur* 
requires training him to start and manage 
a small enterprise such as a small-scale fac¬ 
tory or a restaurant using wage-labour 
whereas making liim ‘self-employed’ implies 
training him to take up ‘tiny’ business enter¬ 
prise in the form of cottage industries like' 
rope-making/shoe-making employing fami¬ 
ly labour or set up a tea-stall/cigarctte shop 
in a kiosk. T)ie point being emphasised here 
is that .there is a considerable difference of 


degree, if not of kind, between the sort of 
entrepreneurship required for starting and 
successfully operating ‘tiny’ business or a 
household/cottage industry and the type ot 
entrepreneurship involved in setting up and 
managing a small factory or a ‘small 
business. 

This differentiation should be given im 
portance while conducting EDPs with the 
objective of motivating and training thi^ 
urban or rural poor or women in low income 
groups for 'self-employment'. While the 
basic ingredients of the Integrated EDP 
model, i e, the inputs of the pre-treining. 
training, post-training stages should remain 
unchanged, the contents of each of these in¬ 
puts need to be considerably modifled to be 
applicable to these target groups. Fbr in¬ 
stance, for the selection of EDP trainees, 
some of the standard behavioural tests need 
to be replaced by intensive interviews (a 
simpler version of Focus Bchiwioural Event 
Interview or FBEI) is likely to be more 
reliable to identify the ^trepreneurial traits’ 
of the uneducated rural or urban poor or 
uneducated women in low income groups. 

Siccondly, before beginning with any train¬ 
ing inputs, it is very essential to ‘unfreeze’ 
the potential entrepreneurs, particularly 
among the village’s poor and women, 1^ 
removing their inhibitions based on caste 
and other social prejudices with regard to 
the restrictions on their choice of occupa¬ 
tion and to inculcate in them a sense of self- 
confidence that they can become ‘sell 
employed' and economically independent 
only if they had the determination to shed 
their diffidence. Thirdly, the conteilt of some 
of the training inputs, particularly the 
management inputs have to be considerably 
simplified. There is no point in imparting 
knowledge of techniques of computing 
‘break-even’ and ‘cash-flow’ to persons who 
are going to start tiny business ventures like 
shoe-making, dairying, tea-stall, etc. La.st- 
ly, the urban and rural poor who start their 
own tiny busines.sc$ are as individual 
businessmen very vulnerable to any un¬ 
favourable change in their business environ¬ 
ment as well as to the exploitative practices 
of bureaucrats, bank managers and urban 
wholesale suppliers or purchasers. 

To overcome this problem, it is necessary 
to explore the opportunity and feasibility of 
promoting ‘group’ entrepreneurs under 
which a group of trainees take up a com- 
non business so that through some kind ot 
formal or informal co-operation they can 
derive collective strength in dealing with 
their business problems. Moreover, while 
dealing with rui^ or urban poor the tiaiiKr- 
motivator can succeed only if he merges his 
overt identity with them by showing empathy 
(not just sympathy) with their problems and 
life conditions. Through a proper blending 
of missionary zeal and professional detach¬ 
ment he must prove to be an araeptable 
‘change agent’ who brings about a signifi¬ 
cant change in the attitudes and values of 
Ills trainees by example of his own bdumour 
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rather than through exhorution and 
rhetoric. 

yie, therefore, suggest that if the objec¬ 
tive of an EOF is to generate 'self- 
employment' among the run! and urban 
poor or women in low income groups, then 
the content of inputs and delivery 
mechanism of the EDP should be modified 
on the lines indicated above. 

VII 

EDP aa an Instrument to Tackle 
Problem of Industrial Sickness 

One of the most disturbing aspects of in¬ 
dustrial development in India during the last 
decade is the progressively increasing in¬ 
cidence of ‘sickness* in both the large- and 
small-scale sectors. While the small-scale in¬ 
dustry sector has experienced remarkable 
growth from mid-1970s, the number of sick 
units and the bank funds inunobilised in this 
sector has also grown very rapidly. The 
number of ‘sick* small-scale units increas¬ 
ed from approximately 20 thousand in 1978 
to 129 thousand in 1986. During the same 
period the bank credit blocked in the ‘sick’ 
small units rose from Rs 2 billion to Rs 11 
billion. This is bound to bring about con¬ 
siderable reduction in the availability of 
finance to the small industry sector. 

in other words, there is something serious¬ 
ly wrong with the capability of entrepreneurs 
to manage their small businesses. No doubt, 
many external factors adversely affecting 
them are beyond their control. But the 
counter-argument is that an important quali¬ 
ty of a good, entrepreneur-cum-manager is 
to successfully overcome unforeseen dif¬ 
ficulties through his ‘problem-solving* 
capacity. 

Considering this aspect of entrepreneurial 
competency and the vulnerability of small 
industries to become ‘sick*, it is necessary to 
formulate an EDP model for developing 
‘turn-around* entrepreneurship. What is 
more important is to incorporate an input 
of ‘diagnostic* skills in the management in¬ 
put of the existing EDP model. This will 
enable a trained entrepreneur to identify 
‘warning signals* and introduce remedial 
mcasuies before his unit becomes incurably 
‘sick*. Why should he wait for an outside 
agency like the bank to warn him about the 
approach of illness? 

In order to alleviate the problem of sick¬ 
ness in the small industry sector, we suggest 
two measures. First, to prevent sickness 
among the new units that may he set up by 
trained entrepreneurs the existing Integrated 
EDP model should be so modified that an 
entrepreneur is trained to identify symptoms 
ot sickness, diagnose its causes and in¬ 
troduce remedial measures before the unit 
would actually become sick. Second, to 
revive and restore health to the existing ‘sick* 
units, there is need to devise an EDP model 
'•pecially designed to develop ‘turn-around* 
entrepreneurs. 


VUI 

Absence of Biiilt*in Mechanism 
for Monitoring and Evaluation 
of EDPs 

The roost important problem arising from 
mushroom growth of EOT conducting agen¬ 
cies and the rapid but unplanned increase 
in the number of EDPs conducted by them 
for widely diverse target groups is the 
absence of any machinery and the failure to 
provide some built-in device/procedure to 
regularly monitor and periodically evaluate 
the results of every EDP conducted by an 
organisation with funds from a public finan¬ 
cial institution, government or nationalised 
bank. As a result, the organisations which 
conduct EDPs as their primary or subsidiary 
activity are not required to be accountable 
to any overseeing agency in respect of the 
effectiveness of the EDPs conducted by 
them. Moreover, the funding ariangements 
with the financial institutions do not pro¬ 
vide for any built-in obligation to monitor 
the progress and results of each and every 
EDP conducted by an agency. The absence 
of accountability to monitor and evaluate 
results is a serious deficiency conridCTing the 
method of Hnancing EDP activity in India. 
The training of 6 to 12 weeks provided 
through EDP is free of cost for a selected 
potential entrepreneur because the entire 
cost is borne by the financial institution(s) 
or a nationalised bank. Even for the EDP 
conducting organisation this activity is 
costless because its overheads and direct 
costs of an EDP are paid for by the funding 
organisation. More important, nothing by 
way of ‘performance^ is expected either from 
the trained-entrepreneur or from the agen¬ 
cy conducting an EDP. The trainee is not ex¬ 
pected to show that despite his strengthen¬ 
ed ‘need achievement* he is going to make 
atlcast some use of the training and post¬ 
training inputs received by him. As for the 
EDP conducting organisation, it is im¬ 
material and inconsequential whether a 
potential entrepreneur who is supposed to 
have been carefully ‘selected* for his en¬ 
trepreneurial traits actually becomes or tries 
to become or atlcast shows keenness to 
become an entrepreneur in a reasonable 
period after the completion of training. 

The absence of any machinery to monitor 
and evaluate the results of every EDP with 
regular periodicity has led to another serious 
problem. The EDP activity is progressing 
rapidly covering all the developed and 
underdeveloped regions of the country; 
several thousands of small, mostly first- 
generation entrepreneurs have already been 
trained and a few thousands are being train¬ 
ed every year. And yet, after a decade of ex¬ 
perience in EDP activity one cannot get 
reliable, regular, time-series data relating to 
the effectiveness of EDPs in terms of 

(a) developing well-rounded, competent and 
suca-ssful first-generation oitrepreneurs and 

(b) generating viable opportunities for per¬ 
manent ‘self-employment*. 


The scanty and non-compaiable data that 
is available relating to EDP activity con¬ 
ducted by some orgfmisations is givoi in ^ 
pendix I. 

Overenthusiasm about this novel social 
engineering activity, compulsions of image- 
building exercises, and dependence on con¬ 
tinued how of funds from funding institu¬ 
tions have ted the oiganisations and trainers 
engaged in EDP activity to make exag¬ 
gerated claims about the ‘success* rate of 
EDPs, that is. the percentage of ‘trained* en¬ 
trepreneurs who have set up successful enter¬ 
prises. Oaims of ‘success* rate of 60 to 80 
per cent are not uncommon, though such 
claims are generally not sutotantiated by 
regular, systematic evaluation studies. The 
funding agencies like natioiul firuncial in¬ 
stitutions. banks and government depart¬ 
ments (particularly Department of Science 
and Ibcbnology) have also been quite 
unrealistic in their *expiectations* about the 
success rate. (60 to 70 per cent success is ex¬ 
pected from an EDP conducting agency to 
show good performance.) 

However, neither the EDP trainers and 
organisations nor the EDP funding orga¬ 
nisations seem to realise that to expect that 
with 3 months of training 6 or 8 out of 10 
’trainees* can be turned into ‘successful’ 
entrepreneurs is against the essential logic 
of economic undevelopment of this coun¬ 
try. If developing entrepreneurship and 
augmenting its supply had been so ‘easy’ 
that training in basics of management and 
sophisticated achievement motivation exer¬ 
cises developed by David McClelland could 
work such wonders in a tradition bound, 
caste-ridden and very poor society then EDP 
can prove to be the ‘magk wand* that the 
Indian governments and planners have been 
searching for in the last 30 years to remove 
poverty and unemployment, lb expect an 
EDP to attain an average ‘success* rate of 
60 to 80 per cent implies that Indian 
economy is already activated by what the en¬ 
thusiastic British Thalcherite social scientists 
describe as ‘enterprise culture*. If so, then in 
ten to fifteen years widespread EDP activity 
could transform India into Japan. For¬ 
tunately, all those engaged in and concern¬ 
ed with EDP activity do not live in such a 
dream-world. Away from the public plat¬ 
form, they are acutely conscious of the 
obstacles encountered in developing en¬ 
trepreneurship in India when the socio¬ 
economic ethos is still rigidly anti-enterprisa 
Hence, one expects that in near future EDP 
conducting agencies and their funding orga¬ 
nisations will become far more realistic 
about the quantitative criteria of effec¬ 
tiveness of an EDP and accept a success 
rate of 25 per cent or more as ‘good* 
performance. 

What is important to note while assess¬ 
ing the quantitative effectiveness of an EDP 
is that the worthwhileness of EDP is 
established if evidence shows that *training’ 
helps to improve the chances of a ‘trainee^ 
to become not only an entrepreneur, but also 
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a successful oitrepreneur. Keeping in view 
this essential hypothesis underlying en> 
trepreneunhip devriopment programmes, we 
have attempt^ to evolve a straight forward 
methodolo^ to evaluate “success' or ‘failure^ 
of an EDP. It will be noted that under this 
methodology the absolute magnitude of 
'success' rate is noi per se (by Itself) the 
criterion for assessing the effectiveness of an 
EDP. The logic underlying this methodoiogy 
is explained below. 

IX 

Proponed Methodology for 
Evaluation of EDPs 

From the point of national economy, the 
ultimate objective of EDP training should 
be to develop entrepreneurs so that (i) they 
will, after a reasonable gestation period, 
start their business enterprises and (ii) the 
enterprises started by them will, over a 
period of five years, register growth and thus 
be considered ‘successful’. EDPs should 
therefore bejevaluated in terms of the above 
objective. For this purpose, the following 
justifiable and realistic assumptions need to 
be made, (i) We assume that when an EDP 
training programme is announced, the 
number of applicants exceeds the optimum 
number that can be trained. Hence, only a 
certain number arc selected for EDP train¬ 
ing (selectees) and some are rejected (re¬ 
jectees). (ii) Wfe assume that for the purpose 
of ‘selection’ of trainees for an EDP 
behavioural tests (plus interviews) are ap¬ 
plied and on the basis of potential for en¬ 
trepreneurial competence, the candidates are 
given scores; high scores indicating high en¬ 
trepreneurial potential even before training 
and vice versa. 

In order to establish that EDP training 
enables persons with even low entre¬ 
preneurial potential (i e. with low scores) to 
become an entrepreneur and that beha¬ 
vioural selection techniques are not ‘fool¬ 
proof indicators of entrepreneurial poten¬ 


tial, the EDP selection process should also 
allow for inclusion of a sample of low 
scoters as tninees’. Thus the selectees’ group 
should also include both high and low 
scorers, si^, in the ratios of liO per cent of 
high scorers and 40 per cent of low scorers 
or-70 per cent of high scoters and 30 per cent 
of low scorers. As a result, even among the 
rejectees, there will exist high as well as low 
scorers. 

If EDP training programmes are con¬ 
ducted with the above two assumptions 
being satisfied, then the evaluation of EDP 
should.be to test the validity of the follow¬ 
ing two propositions. 

Proposition 1: EDP Thdning (the whole 
package of it, including ‘motivation’ 
strengthening) increases the probability of 
a person to become (i) an entrepreneur and 
(ii) a ‘successful’ entrepreneur. 

Proposition il: The behavioural tests’ for 
slection of EDP trainees are reliable in¬ 
dicators of entrepreneurial potential and 
hence within the groups of selectees as well 
as rejectees the high scorers (in behavioural 
tests) have a higher probability of becom¬ 
ing (i) an entrepreneur and (ii) a ‘successful’ 
entrepreneur. 

In both the above propositions the phrase 
‘becoming an entrepreneur’ means a person 
who has started a business enterprise and the 
phrase ‘becoming a successful entrepreneur’ 
means a person whose enterprise is pro¬ 
fitable and has registered growth over a five 
year period. 

Proposition I is valid if the data relating 
to a random sample of 3 or 8 EDPs show 
that: 

(a) Proportion of those who have started 
enterprises is greater amongst the selectees 
(trained persons) than amongst the rejectees 
(untrained). 

(b) Proportion of those whose enterprises 
are successful (i e, growing) is greater 
amongst the selectees than amongst the 
rejectees. 

Proposition II is valid if data in respect 


of the same sample of S w 8 EDPs show 
that: 

(a) In the group of selectees (trained) as 
well as in the group of rejectees (untrained) 
the proportion of those who have started 
enterprises should be greater amcmg the high 
scoters (in behaviouni tests) than among the 
low scorers. 

(b) In the group of selectees (trained) as 
well as in the group of rejectees the propor¬ 
tion of those whose enterprises are success¬ 
ful (growing) should be greater among the 
high scorers than amongst the low scorers. 

What has been stated above can be ex¬ 
pressed symbolically by using the following 
notations: 

M = Number of applicanu selected 
for EDP training, i e, selectees 
R s Number of applicants rejected, 
i e, rejectees 

M(H) = High scorers amongst the selected 
M (L) s Low scorers amongst the selected 
R(H) High scorers amongst the rejected 
R (L) = Low scorers amongst the rejected 
S (I) = Number of selectees who have 

just started their business enter¬ 
prises. 

S(G) = Number of selectees whose enter¬ 
prises are ‘successful’, i e, have 
registered growth over the five 
year period 

R (I) = Number of rejectees who have 

just started enterprise 
R (G) = Number of rejectees whose 
enterprises are ‘successful’. 
Given above notations, we can say that: 


(1) 

Proposition 1 

is valid if: 


(a) 

S(I) 

Td 

> 


(b) 

SJG) 

M 

> 

(2) 

Proposition II 

1 is valid if: 


(a) 

S(I) ^ 

S(I) 


MTH) ^ 

M (L) 

(b) 

S(G) 

S(G) 


MlBT > 

Rncr 


ApptNoiX: Avmlablc Data for Numbf.k of EDPs Condi in ed by Various Oroanisaiions 


SI Name of Organisation 
No 


1 Gujarat Industrial Investment Corporation, Ahmedabad 

2 Centre for Entrepreneurship Development, Gujarat 

3 State Bank of India 

4 Small Industry Development Organisation, New Delhi 

5 National Small Industries Corporation, New Delhi 

6 Motilal Nehru Regional Engineering College, Allahabad 

7 SIRIDO, Ranchi (Bihar) 

8 Punjab Engineering College (PEC), Chandigarh 

9 Small Industries Extension Daining Institute, Hyderabad 

10 Indian Institute of Technology, New Delhi 

11 Indian Institute of Technology, Kanpur 

12 Indian Investment Centre, New Delhi 

13 Integrated TVaining Centre, Nilokheri 

14 Entrepreneurship Development Institute of India, Ahmedabad 


Period for 

No of EDPs 

No of Entre¬ 

No of Units 

which Data is 
Available 

Conducted 

preneurs 

IVained 

Started 

1970-79 

84 

2134 

1380 

1979-86 

292 

7172 

4465 

1978-85 

104 

2430 

680 

1971-84 

287 

7602 

Not available 

1971-78 

-14 

265 

-do- 

1973-81 

12 

460 

-do- 

1977-80 

3 

113 

-do- 

1971-74 

5 

99 

-do- 

1972-83 

11 

246 

-do- 

1971-84 

4 

87 

-do- 

1976-77 

3 

148 

-do- 

1975-82 

13 

270 

-do- 

1975-77 

10 

148 

-do- 

1983-87 

24 

600 

-do- 


Sources. (I) V G Patel, Entrepreneurship Development Programme in India and its Relevance to Developing Countries, EDI), 1987. 

(2) For Item No 3, see State Bank of India, Entrepreneurship Development Programmes of India, An Evaluation, State Bank of India, 
C>ntral Office; Bombay, 1987. 
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Evaluation should be considered as in¬ 
tegral part of an EDP and so when any EDP 
IS conducted the following data should be 
monitored regularly for atleast five years; 
t Number of applicants and the social, 
economic and cultural proHle of each 
applicant. 

2 Scores secured by each applicant in the 
behavioural teats/interviews which are 
used for selection purposes. 

3 Number of selectees. 

4 Number of rejectees. 

5 Number of high scorers among selectees. 

6 Number of low scorers among selectees. 

7 Number of high scorers among rejectees. 

8 Number of low scorers among rejectees. 

9 Numbers of selectees and rejeaees who 
have started enterprises. 

10 Numbers of selectees and rejectees 

whose enterprises have registered 

growth over five year period. 

11 Numbers of high scorers among 

selectees and rejectees who have 
started enterprises. 

12 Numbers of low scorers among selectees 
and rejectees who have started enter¬ 
prises. 

13 Numbers of high scorers among 

selectees and rejectees whose enterprises 
have registered growth over a Eve year 
period. 

14 Numbers of low scorers among selectees 
and rejectees whose enterprises have 
registered growth. 

In addition to the above-mentioned basic 
data that must be regularly compiled and 
published to review the quantitative effec¬ 
tiveness of EDPs, a lot many qualitative in¬ 
formation need to be collected and analysed 
to continuously improve the content and 
delivery mechanism of EDP so that it 
becomes more effective in achieving its 
objectives. 

It is our suggestion that continuous moni¬ 
toring and evaluation of the selected, trained, 
the rejected potential entrepreneurs and the 
enterprises, if any, set up by them must be 
undertaken as an integral part (stage IV) of 
an EDP. The funding organisation should 
make such monitoring and evaluation a 
mandatory requirement in its financial ar¬ 
rangement with the EDP conducting agency. 
Alternatively, the two apex institutions for 
entrepreneurship development, viz, EDI I 
and NIESBUD must be assigned this task 
'•>N an essential, obligatory, continuous com¬ 
ponent of their ‘rtsearch’ activity. Unless the 
task of monitoring and evaluation of EDPs 

15 taken up with a sense of urgency, the rapid, 
mushroom’ growth of EDP conducting 
agencies and the resultant unplanned in¬ 
crease in the number of EDPs will in the 
■rear future lead to a decline in the quality 
<’l EDPs and their effectiveness. This, in 
■urn. will result in loss of confidence in the 
s'll icacy of EDP as an innovative device for 


developing human resources required for 
industrial progress. 

X 

Concluaiona 

Thanks to the monetary and organisa¬ 
tional support given by the national and 
state level public financial institutions as well 
as public sector commercial banks, the EDP 
activity has become an important policy in- 
strumrat for human resource development 
in India, eventhough EDI^ are neither an 
integral part nor a priority scheme of the 
planning process even todiv (i e; in the cur¬ 
rent Seventh Five-Year Plan). In the current 
decade of 1980s the EDP activity has regis¬ 
tered rapid and multi-dimensional expan¬ 
sion. The number of entrepreneurs (parti¬ 
cularly first-generation entrepreneurs) 
trained, the number of EDPs conducted, the 
number of agencies engaged in EDP activity, 
its geographical coverage and the variety of 
target groups covered—all these have increa¬ 
sed at a remarkable pace: However, this un¬ 
planned, mushroom growth in the EDP acti¬ 
vity has led to three important problems re¬ 
quiring serious, immediate attention and 
remedial measures from the EDP funding 
organisations and apex institutions for en¬ 
trepreneurship development like the EDIl 
and NIESBUD. 

The use of EDP as an instrument of ‘self- 
employment’ generation among the rural 


and.urban poor and women in low income 
group, though desirable and feasible, 
requires to be preceded by field research and 
substantial conceptual and operational 
modifications in the content of EDP inputt 
and their delivery mechanism with a view 
to improve their receptivity and, hence^ 
effectiveness. 

The progressively rising incidence of 
sickness in the small-scale industry sector 
has in the last few years become so grave that 
it is very likely to bring about considerable 
reduction in the supply of short-term and 
long-term funds to the small-scale units. 
Hence, to tackle this problem the entre¬ 
preneurship development organisations 
should earnestly consider; 

(i) designing an EDP model specially for 
Hurn-around’ entrepreneurship to help 
revival of existing ‘sick’ sm^ units; and 

(ii) introduce in the existing EDP model a 
training input for ‘diagnostic skills and 
remedial measures’ so that the new units 
that may be set up by the EDP trained 
entrepreneurs will be prevented from 
becoming sick. 

lastly, the absence of any mechanism to 
regularly monitor and evaluate the results of 
EDPs conducted by different agencies for 
widely diverse target groups has made it dif- 
Ecult to as.sess the effectiveness of EDPs in 
establishment of 'healthy* small enterprise 
and accordingly improve the EDP inputs 
and methods of their delivery. 
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District Level Management System for 
Biogas Programme 

An Analysis 

A Dyal Chand 
Nirmala Murthy 

A management irtformation system for monitoring the implementation of the national biogas programme at 
the district level in Maharashtra was developed and applied on a trial basis to a cluster sample of plants in the 
Marathwada region. The article prints the results of the trial and their implications for the improvement of 
the programme. 


BIOGAS technology in India is about 30 
years old. Till the 1980s the KVIC model 
with the floating gas holder was the only 
model being constructed. In 1978. the draw¬ 
ings on the fixed dome plant, researched by 
the planning research and action division 
(PRAD) in UP were released for extension 
work. In 1982 the department of non- 
conventional energy sources (ONES) was 
given the responsibility of implmendng this 
programme at the national level. It was in¬ 
cluded in the 20-point programme for the 
Seventh Five-Year Plan. 

Since 1982, an estimated 6,00,000 fixed 
dome plants have been constructed in dif¬ 
ferent parts of the country. The construc¬ 
tion target for 1986-87 set at about two lakh 
plants was reportedly accomplished within 
that fiscal year. Of these approximately half 
of the plants were constructed in 
Maharashtra alone. 

Implementation of NPBD in 
Maharashtra 

At the state level, the programme is im¬ 
plemented through the department of rural 
development. At the district level, the zilla 
parishad acts as a nodal agency for im¬ 
plementation. Each distria in Maharashtra 
is given a target of over 1000 plants to be 
constructed annually. After ihc district 
targets are fixed, the zilla parishads 
distribute the targets to the talukas in the 
district. At the taluka level, the block 
development officers (BOOs) and the ad¬ 
ministrative officers have been given the 
responsibility for implementing this pro¬ 
gramme At the village level, the gram sevaks 
and village development officers are respon¬ 
sible for promotion and motivation of 
beneficiaries. Th^ receive applications from 
betKficiaries and forward them to the BDOs 
at the taluka level for processing. A pro¬ 
moter’s fec^ Rs 30 per plant has been 
allocated for% purpose by the ONES. The 
gram sevaks and BDOs have been given the 
responsilnlity for selecting beneficiaries as 
per the criteria formulated by ONES. The 
selected applications are forwarded to the co¬ 
operative and other lead banks in the area 
for bank loans. After the bank loans ate 
sanctioned the gram sevaks are instructed to 
select sites and have the excavation work 


completed. 

The BDOs at this point request different 
NGOs, entrepreneurs, trained masons 
registered with the zilla parishad to super¬ 
vise the construction of plants on a turnkey 
basis. NGOs working in co-ordination with 
the govnument of Maharashtra for im¬ 
plementing the NPBD have each been allot¬ 
ted several districts where they provide sup¬ 
portive services such as training of masons 
and supervision of construction on a turnkey 
basis, in co-ordination with these agencies, 
the ZPs in the region of Marathwada had 
constructed mote than 4000-4500 biogas 
plants in each district by the end of March 
1987. 

Monitoring of npbd 

For the purpose of monitoring this 
programme the following information is 
available with the zilla parishad for each 
month: (1) Number of applications received; 

(2) Number of qsplications processed; 

(3) Number of plants sanctioned; 

(4) Number of plants constructed complete¬ 
ly; and (5) Number of plants under 
construction. 

The above information are submitted in 
the form of a monthly tabular report by the 
BDOs to the chief executive officer (zilla 
parishad) during their monthly review 
meeting. A similar format is us^ by the 
district level authorities to submit a report 
to the rural development department. This 
monthly performance report of the alia 
parishad is sent by express telegram. (See 
‘Management Information System for 
Biogas Devdopment by A Dyal Chand and 
V Natargjan’, EPW, November 28. 1987). 

Apart from this information, the BDOs 
and administrative officers at the taluka level 
maintain a master register which contains 
names of beneficiaries, their family sizes, 
cattle sizes and sizes of the plants 
constructed. 

The existing system, however, does not 
provide information on actual commission- 
fog of plants, on their functioning or on the 
efficiency of their functioning all of which 
are important in implementing the biogas 
programme. This gap in information indica¬ 
ted a need to develop a management infor¬ 


mation system which would help identify 
operational problems for the CEOs and 
BDOs to take corrective actions. 

Development of a Management 
Information System 

In 1986 CAPART sanctioned two pHot 
research projects in the country for study¬ 
ing the feasibility of the establishment of 
district level mobile biogas repair and 
maintenance units. For this purpose the 
minimum information requir^ were the 
following: 

(1) Identification of plants whose construc¬ 
tion was incomplete. 

(2) Non-commissioned plants. 

(3) Commissioned, but non-functioning 
plants. 

(4) Functional plants which were not per¬ 
forming at the stipulated level. 

Having identified the need, the Institute 
of Health Management. Pachod (IHMP), 
developed a management information 
system (MIS) for monitoring the implemen¬ 
tation of the NPBD at a district leveL 
The objectives of this exercise were to: 

(1) Identify information requited for deci¬ 
sion making in the NPBD. 

(2) Suggest a procedure for data collection. 

(3) Suggest a procedure for data analysis. 

(4) Suggest simple but effective ways of data 
presentation. 

(5) Facilitate feed-back to prograuune of¬ 
ficers on a timely basis. 

The purpose of this MIS was to routinely 
identify operational problems and con¬ 
straints in the effective functioning of the 
biogas plants so that the CEOs and BDOs 
could take timely corrective action. 

This system was applied on a trisd basis 
to a cluster sample of biogas plants in the 
Marathwada region to test its* usefulness in 
improving management of the biogas pro¬ 
gramme. For the purpose of monitoring, 
1670 plants were selected. Of these, 775 
plants had been constructed during the year 
1984-85 and 895 plants in 1985-86. These 
plants were visited once in three months for 
a period of one year from June 1986 to June 
1987. Information regarding status of these 
1670 plants as on June 1987 is presented 
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Finding 

(1) The majority of beneficiaries seleaed 
in this programme did not pass the feasibility 
criterion formulated by ONES. Of the 1670 
plants sanctioned for construction S84 (35 
per cent) were rated as feasible while the rest 
1086 (65 pn cent) did not satisfy the 
feasibility criterion. Nonetheless they were 
all given bank loans. The only criterion be¬ 
ing used for the identification of feasible 
beneficiaries is the number of cattle own¬ 
ed. The stipulated number of cattle required 
according to plant size is shown in 'foble A. 

(2) There was some evidence to suggest 
dial the feasibility criterion was not being 
applied judiciously. Of the S47 plants found 
functioning, majority (56 per cent) were not 
feasible according to the ONES criterion 
(lable 1). In fact, in 40 per cent cases the 
criteria stipulated were not appropriate in 
judging the feasibility of the selected biogas 
plant beneficiaries. 

(3) Out of 1670 plants taken up for con¬ 
struction 15701*14 per cent) were completed, 
of which only 63V (40 pet cent) plants were 
found to be commissioned. The remaining 
931 (60 per cent) plants were not commis¬ 
sioned for more than a year after their con¬ 
struction Was complete.. 

(4) Out of the 639 commissioned plants 
547 (85 per cent) were currently function¬ 
ing but only 72 were functioning effective¬ 
ly, i e. producing gas as per the built capacitj. 

(5) Of the 584 plants considered feasible, 
less than 10 per cent were functioning effec¬ 
tively. It seemed obvious that a manager can¬ 
not rely too much on criteria that correctly 
predicted success in only 9 per cent of the 
plants (Ihble 1). He needed to know a lot 
more of why plants do not function effec¬ 
tively in order to increase the success rate 
of biogas plants. 

(6) Motivation of beneficiary (or lack of 
it) is often given as a reason why plants do 
not get commissioned after being con¬ 
structed. Our data did not substantiate the 

Tabi.i a 

Sire of the Plant Approximate Number 
in CuM of Cattle Head Re¬ 

quired (As Per ISI) 

3 

5 

3 8 

4 10 

6 16 

8 20 

10 25 


Table 1: Statu.soi- Biogas 


Feasible 

Non-feasible 

Total 

Note: Figures in brackets are percentages. 


role of motivation, possibly because we 
could not measure ‘motivation’ correctly. 

Of the 1670 beneficiaries, tmly 149 
reportedly lacked motivation, the othm did 
not. Out of over 1,000 plants not commis¬ 
sioned, only 13 per cent were perhaps 
because of lack of motivation. Fbr the rest 
87 per cent, the reasons must have been 
different. 

A crucial factor for the district level 
management of this programme is the 
simple imd effective presentation of the 
information to the district level manager 
(CEO). This information can be presented 
in the form of a graph. Each task involved 
in the planning, implementation and con¬ 
trol of NPBD is quantitatively depicted by 
the deflection in the graph (Refer the Figure). 
A shift of the graph towards the left indicates 
a deterioration in performance, whereas a 
shift to the right denotes improved perfor¬ 
mance. The graph will facilitate monitoring 
of the programme on a monthly, quarterly 
and annual basis at the Hdukal^. lUukas 
where the performance is poor will be easily 
identifiable The cumulative figures for each 
taluka can be presented as a consolidated 
graph for the entire district. This wiU enable 
a year-wise comparison in the performance 
of the programme. 

Factors Assoriaiai with Non-functioning 
Plants 

To identify the causal factors responsible 
for non-functioning of biogas plants, we 
examined data related to four background 
variables namely, (1) socio-economic status 
of the beneficiaries, (2) size of their land- 
holding, (3) amount of dung available to 
them, and (4) the cattle size owned by them. 

The data showed that; 

(1) The proportion of commissioned plant 
was the highest (50 per cent) among the 
general category of farmers who constituted 
.39 per cent of the beneficiaries, and was the 
lowest (10 per cent) among scheduled caste 
beneficiaries. 

(2) As landholding size.increased, the [hd- 
portion of commissioned plants also increas¬ 
ed, from less than 30 per cent among those 
with 2.5 acre land to more than 67 per cent 
among those who had more than 15 acres 
of land. 

(3) Similarly, the probability of commis¬ 
sioning a plant increased with dung 
availability and cattle size. It reached 67 per 
cent when available dung was more than 
150 kg and the number of cattle was more 
than 20. 

(4) The functioning plants followed 
a similar pattern as the commissioned 

ant by Fea-sibility Criterm 


No of 

Plants 

Effective 

Flams 

Functioning 

Functioning 

584 

243 (41) 

52(9) 

1086 

304 (28) 

20(2) 

1670 

547 (33) 

72(4) 


pianu. But when we plotted the propor¬ 
tion of effectively functioning plants 
against the four sodo-economic varUfoles, 
no trend yms diaoeniible Thb was an indica¬ 
tion that, to explain why plants do not func¬ 
tion effectively, one has to look for reasons 
other than economic factors. As can be aeen 
from Ihble 3. the aweiage land sizn cattle size 
and available dung were much higher in case 
of commissioned plants compared to non¬ 
commissioned plants, but there were no sudi 
diffemiMS in case of effective and non- 
effective plants. 

(5) Irrespective of size of plants, bene- 
fidaries who owned less than 10 cattle had 
much lower probability of operating a plant 
(.30), than those who possessed more than 
15 cattle (.65). Nonetheless, over 70 per cent 
of the plimts were sanctioned to families who 
possessed less than 10 cattle. 

(6) The only contradictory finding in this 
study was that the small size plants (upto 
3 cu m) had a much smaller chuM of func¬ 
tioning (30 per cent) than the large size 
plants (56 per cent). The Ending does not 
suggest viability of large size plants over the 
small ones, but points to the fad that the 
smaller plants were sanctioned to bene¬ 
ficiaries from lower sodo-economic dass 
who possess fewer animals. Of the total 
plants sanctioned over 60 per cent were of 
small size. The larger plant sizes were sanc¬ 
tioned to larger farmers. The average plant 
size of 583 functional plants was 4 cu m. 73 
(12.5 per cent) of these plants were function¬ 
ing effectively. If the average plant size had 
been 2 cu m with the given number of 
animals owned by the beneficiaries, 67 per 
cent of the plants would be functioning 
effectively. 

Similarly, the average size of the non¬ 
functional plants was 3.2 cu m. Had the 
plant size sanctioned to these benefidariet 
been smaller, it can be assumed that a huger 
proportion of these plants would have been 
commissioned. 

OPERATIONAL PROBLEMS 

The operational problems and constraints 
involved at various stages in implementing 
the biogas programme, identified through 
the new MIS are discussed next. 
Proofing of Applications Stage 

After the argets tor a district and various 
talukas are Axed, the gram sevaks and BDOs 
are expected to motivate benefidBries and 
mobilise apptications for bank loans and 
subsidies. A shortfall between the target set 
and applications mobilised can occur due to 
poor p^ormance of the gram sevaks ot a 
lack of interest on the part of beneficiaries. 
From our data this constraint did not seem 
to exist and hence the number of applica¬ 
tions processed was the same as the taiget 
fixed for the district. 

BENEFICIARY SELECTION STAGE 

After the applications are reedved, they 
ue checked against foasibiiity criteria. 
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Application for a biogas plant should be 
rejected if: 

(1) a beneficiary did not have enough land 
to construct the plant. 

(2) ha.s fewer than .stipulated number of 
cuttle. 

(3) there is water shortage in the village. 

(4) the cattle-shed is at a distance from the 
proposed site of the plant. 

(5) cattle go out for grazing. 

Our data showed that in the sample of 
1670 plants,'584 quaHHed under the fea¬ 
sibility criteria while 1086 did not. llie main 
reason for not qualifying under the criteria 
was shortage of dung. Among them 45 
beneficiaries had no animals. Water avail¬ 
ability was less constraining a factor than 
dung availability. Of 1670 beneficiaries, 1416 
reported no shortage of water, while 254 had 
problems of water shortage Of these 109 
had no water in the village for others the 
water source was at a distance from the 
plant. 

Surprisingly none of the applicants was 
refusal a bank loan, irrespeaive of his 
feasibility status. This raises a question of 
how the information about feasibility is put 


to use in selecting beneficiaries, and the basis 
on which plant size is determined. 

Construction Stage 

Once the bank loans are sanctioned, the 
reasons for a plant not getting constructed 
are non-availiAility of masons, construction 
materials or water. In our sample these shor¬ 
tages did not pliQi a significant role AH sane 
lioned plants were taken up for construction 

Construction could not be completed for 
108 plants. The reasons for incomplete con¬ 
struction were: 

Beneficiaries prefer to get the construc¬ 
tion done by masons under training during 
the training camps. A camp extends over a 
period of 21 days. Within this period, con¬ 
struction can be completed only if matoiali 
are made available at the construction site. 
In most training camps mobilisation of 
material resources and masons has been 
poor. Once the 21 day tndning period is over, 
beneficiaries refuse to pay the masons from 
their bank loans or subsidy amount in order 
to get the plants completed. Also if adequate 
number of masons are not deployed during 
the training camps the plants do not get 
completed. 


Commissioning Siege 

After a plant is constructed, non- 
conunissioning of the plgat was fou^ to be 
the major weakness of tlw progranuaa The 
major reasons given by 964 out of 1016 
owners of non-commiMioned plants was 
non-availability of cow dung for initial 
feeding. This finding was supported by the 
data that the average cattle size for com¬ 
missioned plants was 12 and for non¬ 
commissioned plant was 7. 246 beneficiaries 
gave water shortage as additional leasoiu for 
not commissioning the plants. It was observ¬ 
ed that plants construct at a distance from 
the place of residence -were often not 
commissioned. 

Functioning Stage ■ 

Of the 654 plants that were commission¬ 
ed, only 583 were found to be functional at 
the time of the survey. For the 71 plants 
which became non-functional, the major 
reason iras under-feeding (18)*, defects 
which required major repairs were next 
(17)** The remaining (54) required minor 
rectifications. A breakdown of reasons is 
shown in Ikble 4. 

Of the 583 functioning plants, 73 were 
effectively functioning while 510 were not 
effectively functioning mainly because of 
under-feeing of dung. This rinding was 
rather surprising because cattle owned by 
these two groups of beneficiaries did not 
differ much. A breakdown of reasons for 
non-effective functioning are shown in 
Table 5. The data collection through the new 
MIS helped to identify three major problems 
at three crucial stages in this programme 
namely, (1) the selection stage, (2)'’the com¬ 
missioning stage, and (3) getting the plant 
to function effectively. 

At the selection time it seemed that on the 
one hand feasibility critoia was not being 
applied judiciously as too many non-feasible 
plants were getting sanctioned and were 
given loan. On the other hand the criteria 
may not be very effective which is why the 
proportion of non-functioning plants were 
almost us high among the so called feasible 
plants (60 per cent) as among the non- 
feasible plants (72 per cent). 

The commissioning is affected due to lack 
of dung for initial feeding which requires a 
very large amount of dung. The reason given 
for ineffective functioning of plant is also 
lack of dung. This claim could not be sup¬ 
ported by the available data on cattle size. 
A more plausible explanation may be lack 
of commitment or interest on the part of 
beneficiary feeding the plant regularly. 

The fact that only 73 (4 per cent) out of 


Table 2: Commissioning of Plants bv 
M oriVArioN Level 


Plant 

Commissioned 

Motivation 


No 

Ibtal 

Vss 

623 

13 

636 

No 

878 

136 

1014 

Total 

ISO! 

149 
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a total of MTO Uotu pliBU wae effective¬ 
ly fuiKtiaaiiig thould be B dutHrijing 
for any prograiiime manager. Another 30 
per cent plants wem functioning, but yidd- 
ing one-fourth to one-third yidd expected 
as per the ISl stipulation. Another 39 per 
cent plants were not cnntnissioned. All thw 
indicate a substantial monetary loss to the 
state. As per our calculations 80 per cent of 
the money spent on the construction of 1670 
plants was wasted which in rupee terms 
means 80 lakh rupees out of 100 lakh incur¬ 
red as construction cost alone. 

These findings have implications both for 
the policy and for implementation of this 
programme. These up discussed next. 

Implications 

The NPBD was initiated as an ecological 
reversal programme. It was not meant to be 
a development programme for the socio¬ 
economically backward communities since 
they are ndther the prime users of wood as 
fuel, nor do they possess animals and 
necessary biomass for taking advantage of 
the programme. Since a majority of the 
beneficiaries are selected from socio¬ 
economically backward communities (70 per 
cent) the initial objective of ecological 
reversal is getting pushed aside; 

The planning of this programme is done 
on the basis of a census of the families in 
the district which own land and are defined 
as agriculturists or small or marginal 
farmers. It is neither based on cattle census 
nor on cattle ownership. 

Dugets for the district are fixed on an ad 
hoc basis with no information or co-relation 
to the number of feasible beneficiaries in the 
dist.ict. 

The feasibility criteria that have been fixed 
by the ONES are suitable only for beneficia¬ 
ries who have stall-fed animals. Those who 
send their animals out for grazing can avail 
of only half the dung produi^ and there¬ 
fore, should have twice the number of 
animals stipulated for different plant sizes 
as shown in Ikble 6. Feasibility criteria 
should also take into account the distance 
of the cattle-shed from the proposed site of 
the plant and water availability. Gram 
sevaks, and BDOs at the village-level are 
expect^ to promote biogas technology. 
Their task at present is restricted to motiva¬ 
ting families in the village to accept biogas 
plants. They get a motivator’s fee of Rs 30 
per plant. Iheir responsibility ends with pro- 
moUng potential plant ownen and forwar¬ 
ding their applications to the concerned 
authorities. Can their responsibility be in¬ 
creased to ensure proper beneficiary selK- 
tion, site selection, eiuure that beneficiaries 
commission their plants and keep them 
functioning. The government can consider 
increasing the motivator’s fee for under¬ 
taking this eora responsibility, which should 
be paid only after optimally commissioning 
the plant. 

Non-governmental organisations (NGOs), 
private entrepreneurs ai^ masons employed 


by the ziila parishads who ate responsible 
fw the sup«vision of construction, are 
required to give a guarantee for the effec¬ 
tive functioning of the plants for a period 
of tw years. They cannot take the respon¬ 
sibility of ensuring that the plants are com- 
missioried, as they are not involved in 
braeridary selection, site selection or sanc¬ 
tion of appropriate plant rize. 

Each district has bm sanctioned approxi¬ 
mately rupees two lakhs per year for training 
masons. A small part of this goes for users 
training camps. These truning courses have 
been going on since 1982. Masons have been 
trained in large numbers with no concern for 
quality of skills imparted. Services of 90 per 
cent of the masons who have been trained 
never get utilised as people are not willing 
to pmr for their services. As a result majori¬ 
ty of plants get constructed by trainees rather 
than by trained and experienced master 
nusons. There is an urgent need for develop^ 
ing a list of master masons who are capable 
of functioning independently and who can 
be utilised on a full-time basis by the district. 
Lists of such master masons should be 
prqiBred immediately. The government has 
conceded that training courses are being 
sanctioned not for improving the skills in the 
masons, but for meeting the targets of this 
progranune, since they provide an additional 
incentive of free skilled labour to the bene¬ 
ficiaries. This practice is no doubt respon¬ 
sible for the poor quality of construction. 

Many agencies, both in the private and 
public sector ate spending vast quantities of 
rinancial resources to train master masons 
and supervisors. But this investment can im¬ 
prove the quality of only 4 per cent of the 
plants which have been found to suffer from 
defects during construction. It is not going 
to have any impact on the vast majority of 
non-functional plants (76 per cent), which 
are not commis-sioned brause of poor selec¬ 
tion. Theiefme, a large part of the budgetary 
allocation tor training may be re-allocated 
to training those individuals who are respon¬ 
sible for motivating and selecting potential 
beneficiaries. 

It is not uncommon to find that the indi¬ 
vidual responsible for the motivation and 
selection of potential beneficiaries does not 
know the selection criteria as stipulated by 
ONES. This was revealed in our study of 
fifty gram sevaks and AOs randomly selected 
from three districts. 

Supervision is crucial during the construc¬ 
tion of the plants. As far as possible, alia 
parishads are trying to get plants constnu^ 
directly by masons without soliciting the 
help of NGOs or entrepreneurs so that the 
amount of supervision fee paid by the 


government «an be retained by thdU. This 
has letuhed in majority of plants being oon- 
stnicisd by nomiiMy trained masons with¬ 
out guidance and supervision. Tlds practice 
needs to be reversed. The biogas technology, 
especially the fixed dome models such as 
JaiMta and Deenbandhu require close 
supervision. 

The objective of the biogas programme 
should be to increase the cumulative yield 
of gas for the total number of biogas plants 
in a district. In this study, the average size 
of the biogas plants was 3.S cum. From 
1,670 plants the bxpected gas yield is 13360 
hours of gas per day. However, the actual 
gas yield was only 2,300 hours (18 per cent 
ofopected yield) of gas per day. Tlw objec¬ 
tive of the maintenance programme should 
be to increase this yield by: 

1 Rectifying operational problems in less 
than optimally functioning plants. 

2 Rectifying operational problems in com¬ 
missioned but non-functioning plants. 

3 Flaciliuting the commissioning of non¬ 
commissioned plants where there is a 
marginal shortage of dung, by providing 
latrines and additional biomass. 

4 Mobilising sufficient cow dung for initial 
feeding of a large number of non¬ 
commissioned plants where beneficiaries 
have sufficient cow dung for daily 
feeding, but requite help for initial charg¬ 
ing of their plants. 


Tabi-f 4: Rfasons i-ok Bicx'iAS Pi ants not 
FUN( riONINti 


No pipeline 

10 

No gate-valve 

4 

Over-feeding 

3 

Under-feeding 

18* 

Defective stove 

4 

Cracked dome 

10** 

Digester wall crack 

2** 

Foundation leakage 

2*» 

Incorrect measurement 

3** 

Pipe leakage 

10 

Water in pipe-line 

5 

Total 

71 

Table S: Reasons for BtooAS Plants not 
F uNCTtoNtNo Effectively 

Pipe leakage 

18 

Defective stove 

3 

Gate-ralve broken 

19 

Whter in pipe-line 

4 

Defective pipe-line 

10 

Over-feeding 

17 

Under-feeding 

376 

Unspecified problems 

61 

Total 

510 



Table 3: Landholding as a Factor 



Commissioned 

Non- 

Effective 

Non-E(fectivi 



Commissioned 

Functioning 

Functioning 

Landholding 

10 

3-8 

10 

8-9 

Cattle size 

12 

7 

10 

12 

Dung available (in kg) 

91 

53 

81 

91 
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The maintcnuce of biogat plutts involves 
two piooetses. Initially the problem has to 
be correctly identified. Secondly the problem 
needs to be rectified. From the study it is 
apparent that there are three major areas 
wMch require immediate attention. 30 per 
cent of the total commissioned plants are not 
effectively functioning due to operational 
problems. This is the first set of plants that 
need immediate attention since over the time 
these plants can be expected to become non¬ 
functional if not rectified in time. 17 plants 
were not functioning as they require major 
repair work. 

Maintenance must also include commis¬ 
sioning of plants where plant owners have 
a marginal deficiency of cow dung. In a large 
proportion of non-commissioned plants ad¬ 
dition of human excreta along with available 
cow dung would provide sufficient biomass 
for sustained operation of these plants. In 
such cases a policy decision to sanction 
toilets to such beneficiaries who have been 
identified as having marginal shortage of 
cow dung, should be considered. 

Several beneficiaries had sufficient 
number of animals for daily feeding of their 
plants, but they could not charge thdr plants 
because of a shortage of cow dung for the 
initial feeding. This is to be expected con¬ 
sidering that an averse plant owner with 
a plant size of 4 cum requires S tonnes of 
dung for initial charging. The state sanctions 
Rs SOO per beneficiary to enable them to 
purchase sufficient cow dung for initial 
charging, in the first place, this amount is 
being mis-utilised by many beneficiaries. 
Secondly, cow dung in such large quantities 
will have to be made available from cattle 
markets or dairy farms. Some assistance in 
the process will help a great deal in getting 
many plants started. 

An effective district level maintenance 
sy.Htem could consist of two to three 
maintenance mechanics on bicycles, respon¬ 
sible for periodic monitoring, motivating 
and educating beneficiaries ensuring sustmn- 
ed feeding of plants. These mechanics can 
also take care of most of the minor opera¬ 
tional problems. 

A mobile maintenance unit is required for 
identifying the problem where a plant has 
become non-functional and the cause is not 
known, and for repair of plants with major 
construction defects. Problem identification 
is possible only if an effective monitoring 


system is introduced at the district level. 

Repair of mgjor construction defects is 
possible (Hily if a budgetary allocation is 
made by the government for this purpose. 
Since the number is so small (4 per cent) the 
government should consider sanctioning an 
average of Rs 2,000 for the repair of these 
plants. If the plants are left in a state of 
disrepair, the plant owners are a formidable 
force in ^motivating other potential bene¬ 
ficiaries from accepting this technology. 

A mobile maintenance unit will be cost 
effective only if it is deployed in two or three 
districts. With the help of a good monitor¬ 
ing system one unit should easily be able to 
handle this work load. 

The programme should be evaluated by 
the total quantity of increase in the biogas 
yield. 

835 (SO per cent) of the plants in this study 
were identified as being incapable of ever 
being made functional. These plants cannot 
be commissioned even in the future since 
they were non-feasible to begin with. 
Secondly, only 2,500 hours per day of ex¬ 
pected gas yield (18 per cent) is being ob¬ 
tained. The imputed losses are justification 
enough for the introduction of an effective 
monitoring system which is capable of pro¬ 
viding the CEC on a monthly basis suffi¬ 
cient information, to take corrective action. 

Since the existing information system does 
not help in identifying problems in the plan¬ 
ning and implementation process of this pro¬ 
gramme. the government should consider 
allocating a part of the programme budget 
for introducing a management information 
system (MIS) at the district level similar to 
the one presented in this paper. 

RECOMMENDATtONS 

(1) Considering the low propoition of 
commissioned plants sanctioned In benefi¬ 
ciaries from backward classes, the govern¬ 
ment needs to revietv its policy of allotment 
ot plants. 

(2) Di.stricl targets need to be fixed on the 
ba.sis of a cattle census and appropriate 
identification of potential beneficiaries. 

(3) The fca.sibility criteria for selection of 
beneficiaries need to be revised to include 
grazing of animals, distance between cattle- 
shed and site of plant, distance between kit¬ 
chen and site of plant, water availability in 
the village. 


Table 6; Dunc. and Cattle Requiremeni by Size of Pt ant 


Size of the 

Plant in CuM 

Daily Require¬ 
ment of Wet 
Dung (Kg) 

Approximate 
Number of Cattle 
Head (as per ISl) 

Requirement of 
Cattle Head 
(as pc.- Study) 

Hours of Ga.s 
Per Day 

1 

25 

3 

6 

2 

2 

50 

5 

10 

4 

3 

75 

8 

16 

6 

4 

100 

10 

20 

10 

6 

150 

15 

30 

14 

8 

200 

20 

40 

18 

10 

250 

25 

SO 

23 


There if need for supervision of the selec¬ 
tion process to ensure approi»iate applica¬ 
tion of the feasibility criteria. BDOs and 
ADOs at the taluka levd and the lead banks 
in the area should be made respondble for 
pnqier selection before loans ate sanctioned. 

(4) Size of plants sanctioned should be 
determined on the basis of the revised 
feasibility criteria. Smaller size plants need 
to be sanctioned in accordance with the 
number of cattle owned by beneficiaries. 

(5) The role of promoters should be re¬ 
defined to include promotion, motivation 
and education of braeficiaries, processing 
of applications from beneficiaries, proper 
beneficiary selection, site selection prior to 
plant construction. 

After the completion of construction, pro¬ 
moters should be given the responsibility of 
facilitating commissioning of plants. The 
government should consider increasing the 
promoter’s fees for this additional respon¬ 
sibility. The promoter’s fees should be paid 
only after the plant is commissioned. Pro¬ 
moters will require to be trained for this 
purpose Part of the district budget for train¬ 
ing masons could be reallocated for training 
promoters and selectors (gram sevaks, 
BDOs, AOs). 

(6) There is no need for training fresh 
batches of masons. Instead trained masons 
should be given-further training to upgrade 
them to the level of master masons. Stan¬ 
dards need to be developed for masons to 
qualify as masto' masons. District level lists 
of master masons need to be prepared and 
their services utilised on a full-time ba-sis. 

(7) Ensure adequate organisation of man¬ 
power and material resources especially 
during training camps. 

(8) Mobilise dung for initial feeding from 
dairy farms, cattle markets or through 
the collective contribution of several 
beneficiaries. 

(9) Sanction toilets to beneficiaries with 
a marginal shortage of dung. 

(10) Develop a two-tier district level main¬ 
tenance system with biogas maintenance 
mechanics at the taluka level and a mobile 
unit at the district level. The role of each 
needs to be specified. 

(11) Develop and introduce a management 
information system at the district level, 
similar to the one presented in this paper. 
The establishment of a district level main¬ 
tenance system to take corrective action is 
possible only after the introduction of a 
management information system. 

(12) Programme evaluation should be 
ba.sed on the actual yield of gas as compared 
to the expected yield. 

(13) Non-government organisations and 
private entrqjreneurs on be hdd responsible 
only for technical defects in plants con¬ 
structed under their supervision. 

(14) Simpler and quicto methods for pay¬ 
ment of supervision diaiges must be evolv^ 
by the zilla parishads to avoid delays and 
inconvenience. 
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Race for the White House 

Philip G Altbaeh 


The US presideatial campaign which has been going on for at 
least a year, has seen some, surprising twists. While the road from 
May to the party conwntions in August seems pretty clear what 
will happen afia- that is quite murky. 


the nee for the American presidency 
seems more like an endurance-based 
manthon than a reasonable political con¬ 
test. With the race more than half finished, 
It seems clear who the two major parties will 
nominate and while bets are already being 
taken concerning the final outcome^ predic¬ 
tions are probably a bit premature. With 
more than half of the ddegates to the party 
nominating conventions chosen, vice presi¬ 
dent George Bush has a majority of the 
Republican delegates in his pocket. He will 
be the Republican nominee. The only thing 
left on the Republican side is the selecrion 
of a vice presidential candidate; traditionally 
a prerog^ve of the presidential nominee 
On the Democratic sidt; things are a bit 
more complicated but the result of recent 
primary (delegate selection) elections in the 
large arid influential industrial states of New 
York and Hmnsylvania give Michael Dukakis 
a dominant position. His only remaining 
rival, Jesse Jackson, is rignificantly behind 
and the odds of his picking up a sufficient 
number of delegates in the remaining state 
primary dections ate remote. Thus, it looks 
as if the 1988 presidential candidates will be 
George Bush for the Republicans and 
Michad Dukakis for the Democrats. Odds- 
makers are betting on a Bush victory in the 
November election but much can happen 
between May and November in a presiden¬ 
tial season in the United States. 

The Republican nomination battle has not 
been terribly interesting. There was a flurry 
of concern that fundamentalist Protestant 
preacher and television evangelist Pat 
Robertson, who did surprisingly well in the 
early delegate selection process in the state 
of Iowa, might become a major influence 
in Republican politics. However, his modest 
showing in the south, his home-base and the 
seedbed of conservative fundamentalist 
politics, removed him from serious conten¬ 
tion. Robert Dole; the Republican minority 
leader in the. senate and perhaps the brightest 
of the candidates, made a few good show¬ 
ings in early primary dections but soon 
faded. He dropped out of the race a few 
weeks ago, leaving'Bush without significant 
oppositka. With an expected massive victory 
•n the Pennsylvania primary on April 26, 
Hush accumulated a majority of the conven¬ 
tion ddegates needed to nominate him at the 
Republican convention in New Orleans in 
August. There art some Republican im¬ 
ponderables Will the powerM right-wing 
'dly support Buih. who th^ distrust for his 


inoderate tendencies dthough he has moved 
significantly to the ri^t in recent years? Will 
Biuh, not an especially impressive cam¬ 
paigner, be able to move the voters in the 
increasingly mass-merchandised world of 
American presidential politics? The odds, 
however, are with Bush and the Republicans 
for several reasons. Ronald Reagan remains 
a popular president and his influence on the 
voters has by no means disappeared. The' 
economy, at the present time, is doing well 
and unemployment is quite low despite the 
massive public debt and foreign trade 
defidts. And the Democrats may wdl be 
divided and lacking in enthusiasm for their 
candidate. 

Interesting Candidate 

The Democratic contest is mote interest¬ 
ing than the Republican. The party looks like 
it is about to nominate a competent state 
governor who has run a campaign as an out¬ 
sider, stressing his competence and the im¬ 
pressive economic record of his state, 
Massachusetts. Governor Michael Dukakis 
has been able to attract massive flnandal 
contributions to his presidential i^paign— 
a factor which is extraordinarily important 
since a succ^ful candidate must buy expen¬ 
sive time on television for advertisements 
and must run in a number of state primary 
elections. Dukakis is able to tap his fellow 
Greck-Americans, a fairly smadl but quite 
successful ethnic group which is delighted 
to see one of thdr own running for the 
presidency. He is also able to attract funds 
from Massachusetts high-tech corporations 
which are happy to please governor and even 
more happy to contribute to a possible presi¬ 
dent who will know them and their contribu¬ 
tions.- Dukakis also appeals to the centrist 
Democrats who fear the populism of Jesse 
Jackson and do not see a better-option since 
more popular Democrats such as New York 
governor Mario Cuomo and New Jersey 
senator Bill Biadly have refused to run. 
Dukakis, the current front-runner and vdy 
likely nominee, is widely respected among 
voters and by Elemociatic professionals, but 
he has attiaded limited enthusiasm. He is 
not a charismatic speaker and his message 
is perhaps too ‘rational’. It is unclear if he 
can spark a suffident number of American 
voters to win the presidency. 

The most inleresu'ng candidate, and 
perhaps the one who will have the greatest 
long-tom impact on the Democqitic.Party 
and probably American politics generally is 


the. Reverend Jesse Jackson. A black 
preacher in the M L King mould, Jackson 
has done surprisingly well in the primary 
elections and has attracted impressive sup¬ 
port not only from blacks but from sig^- 
ficant segments of the white liberal and 
labour communities. Jackson has only a 
modest amount of financial support, yet he 
has done well in the primaries, winning in 
a n^ber of southern states where blacks 
are a significant part of the Democratic 
voting population and even in the northern 
industrial state of Michigan, where there is 
a significant black population but where 
many white union members voted for 
Jackson. In the past few weeks, Jackson has 
lost in the key states of New Ybrk. Penn¬ 
sylvania and Ohio which have very large 
blocks of convention delegates and his 
chances of winning the nomination diminish 
each day. But his campaign has been impres¬ 
sive and he has energised a constituency 
which is crudal for a Democratic victory in 
November. Jackson has proved that a black 
can be taken seriously in the mainstream of 
American politics. His complete lack of 
political experience (he has never held elec¬ 
tive oftice) and highly unpopular positions 
(such as hugging Fidel Castro and Ybsir 
Arafat in public and advocating direct 
negotiations with the PLO) have not stood 
in the way of impressive electoral support. 
The core of his support is the black com¬ 
munity, around 18 per cent of the American 
population but strategically located in terms 
of electoral politics. Blacks have traditionally 
voted in proportions lower than their 
numbers in the population, but Jackson has 
encouraged large numbers to register and 
vote Jackson's ‘Rainbow coalition’ is some¬ 
what more rhetoric than reality, since his 
core support is black, but he has attracted 
a signincant number of white liberals and 
some union workers. 

If Jackson is the most importiuit develop¬ 
ment on the leil of the American political 
spectrum, a development on the right is also 
worth noting. The link between Protestant 
Christian fundamentalist religion and con¬ 
servative politics has been forged and it too 
is likely to be a force in American politics 
for some time to come. The Reverend Pat 
Robertson is the embodiment of this 
alliance. His well-tinanced campaign has 
sputtered and the media is paying less atten¬ 
tion to him at present. But the politically 
energised fundamentalists—the Shiites of 
American politics—are a long-term forc& 
Their rigidly anti-communist foreign poli^ 
views are combined with an intolerant 
domestic streak. 

The presidential campaign, which has 
been going im for at least a year, has seen 
some surprising twists such as the political 
demise of ex-senator Gary Hart, at one time 
the Demooatic front-runner, who was 
caught in a compromising position with a 
model. Barring quite unforeseen circum¬ 
stances, the road from Mgy to the party con¬ 
ventions in August seems pretty clear. What 
will happen after that is quite murky. 
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REVIEWS 

Indian Agriculture: Emerging 
Contradiction and Alternatives 

G Parthasarathy 

Institutional Aspects of Agricultural Development by P C Joshi; Allied 
Publishers, Delhi. 1987; pp 335, Rs 125. 


INSTITUTIONAI. aspects of agricultural 
development, particularly aspects relating to 
land reform, have receded into the 
background despite the rhetoric in plan 
documents. Instead, technology has begun 
to be seen as a substitute for a ‘politically 
infeasible land reform. The case against 
redistribution of land and in favour of 
technological advances has been argued in 
widely popular articles published in the 
EPWia 1971 and later brought out in a book 
form under the title Poverty in India by 
V M Dandekar and Rath. Dandekar and 
Rath wrote: 

However simple it may appear, it is futile to 
try to resolve the problem of rural poverty, 
in an overpopulated land, by redistribution 
of land which is in short supply... Thanks 
to the technological advances in agriculture 
made during the decade, owner cultivation 
in sizeable farms has become distinctly pro¬ 
fitable. The entire course of future 
agricultural development now depends upon 
this impetus. Its essence is the opportunity 
to grow. Therefore, further lowering of the 
ceilings will not be politically accepted and 
if, imposed, will be sabotaged in mote than 
one way. Such a course also does not appear 
to be desirable from the standpoint of 
agricultural development. As mentioned 
above, much of the surplus land to be sur¬ 
rendered will be of inferior quality. Its 
distribution in small pieces to the landless 
does no good either to the landless or to the 
land. Then is a better chance of such inferior 
land being developed and brought to pro¬ 
fitable productivity if allowed to remain in 
the large profitable farms which will have 
surplus to invest.' 

The plea of Dandeltar and Rath was for 
encouraging viable and profitable farm 
business units with capacity for capital ac¬ 
cumulation and development. They however 
conceded there will be a demise of small 
holdings and growth of landlessness as 
capitalism grows in agriculture Their solu¬ 
tion to the emerging problem is the right to 
gainful work and a vastly expanded public 
works programme Thus while the solution 
to growth is seen in ‘regulated capitalism’ 
within agriculture the solution to unem]rioy- 
ment and poverty of the rural masses is to 
be sought in an expanded public works 
programme 

Institutional aspects iblating to land 
reform hove receded into the background rurt 
only because technology is seen as a substi¬ 
tute for peasant-oriented reform, but 
because th^ are not even seen as constraints 
to the adoption of new technology. Based 
on micro-studies in Asia, Vernon Ruttan 


concluded that “neither farm size nor tenure 
has been a serious constrairu to the adoption 
of new high yielding grain varieties" and that 
“neither farm size nor tenure has been an 
important source of differential growth in 
productivity”.^ While Dandekar and Rath 
conceded the polarising effects of 
technological progress within agriculture 
Yiijiro Ht^ami writing in the early 1980s has 
argued that even where ownership is un¬ 
equally distributed MV technology (in com¬ 
bination with irrigation and fertiliser) Is not 
a factor promoting polarisation.^ Several 
reasons are presented in support of this con¬ 
tention: there is little empirical evidence that 
the use of modern varieties has been 
monopolised by lerge farmers; the MV 
technology is neutral not only with respect 
to scale, but also with respect to the factor 
use; it is highly unlikely ti^ the technology 
is heavily biased to the extent of reducing 
labour demand; and MV technology and in¬ 
creased agricultural income resulting from 
its adoption have had an important effect 
of creating non-agricultural opportunities 
through the increased demand for non- 
agricultural goods and services from the 
agricultural sector. The real danger of 
polarisation is seen not in the new techno¬ 
logy but because of insufricient progress in 
technology associated with growing popula¬ 
tion pressure on limited land resources. The 
vicious cycle towards polarisation is seen to 
develop in areas in which new technology 
does not progress, and in ttmny cases govern¬ 
ment interventions through land reform laws 
and regulations and subsidised credit and in¬ 
put prices are noted to have the effect of pro¬ 
moting polarisation. 

P C Joshi has been a consistent critic of 
such technological fundamentalism that has 
gained prominence in influential writings 
and also in policy-making and the book 
under review seeks to establish the role of 
institutional aspects, particularly peasant- 
oriented land reforms, in agricultural and 
rural development. 

This book comprises a coltection of twelve 
research papers written over a period of 
more than two decades starting with 1961, 
supplemented by an epilogue. A brief, both 
appreciative and critical, foreword to the 
book by M L Dantwala highlights the domi¬ 
nant theme of the articles arul underlines the 
lessons of the book for the policy-maker, 
while simultaneously recording a dissenting 
note especiidly on the issue of technology 
versus agrarian reform. In fact, the epilogue 
of the book is in response to Dantwala’s 
critiquf in the forewovd. 

The twelvaarticies'aie grouped together 


under four sections, viz, Sectitm I: *Colonial 
Constraints to Indian Agrfeuhuie'; Seoion 
II: ‘Perspectives in Ag^ltural Develop, 
ment’; S^on III: ‘Dynamics of Peasam 
Economy: East-Wnt Parallels and Con 
trasts*: and Section IV: ‘Agricultural 
Tlansformation: Em^ng Contradiction-, 
and Ahematives’. There is a running theme, 
despite the fact that the articles ham been 
written over a period of more than two 
decades. Each one of the articles reflects a 
deep sense of history, wide sdiolarship, 
understanding of the varying role and 
character of agrarian reform in comparative 
economic development, critical evaluation 
of western models of de^opment, aiKl deep 
social concern. 

Section I provides the historiod perspec¬ 
tive for the argument in the subsequent sec¬ 
tions. In this section, Joshi nemly captures 
the essence of the writings on land settle¬ 
ments and traces the link^s between col¬ 
onial land policy on the one hand, the evolv¬ 
ing framework of social, political and 
economic institutions which acted as a built- 
in depressor of the agricultural economy and 
agrarian regression on the other. The revieM- 
of pre-independence thinking on agrarian 
policy with the focus on the writings of 
Mahadev Govind Ranade, R C Dutt, Tilak, 
Gandhi and Nehru highlights that the 
agrarian question was viewed in most pre¬ 
independent thinking essentiaUy as a pro¬ 
blem of thwarted industrialisation under col¬ 
onial regime. Even those like Gandhi who 
questioned the wisdom of the western model 
of industrialisation did not focus adequate 
attention on the land issue. Nehru, who 
favoured the abolition of the semi-feudal 
system, submitted himself to the general ap¬ 
proach of the nationalist movement, which 
did not favour the growth of a strong pea¬ 
sant movement against the top landowning 
class. 

Agrarian Question: Three 
Approaches 

Section II reviews the debate on the 
agrarian question since independence, pro¬ 
vides perspectives of agrarian reconstruction 
and examines the role accorded to institu¬ 
tional vis-a-vis technological factors in 
agricultural planning in India. The writings 
of several Indian and foreign scholars are 
chosen for special comment. Three broad 
approaches to the agrarian question are 
identified: the ‘land to the tiller* approach, 
the viability approach (this implied a greater 
onphasis on formation of leronomi^ units 
to the neglect of the potential’of small pea¬ 
sant economy tor development), and support 
to capitalist fanning and vigorous disap¬ 
proval of any measure to impose curbs on 
emerging capitalism. Joshi notes that the 
dominant school of thought in India 
favoured the viability approach and viability 
and efficiency are wrongly identified with 
large forms. He points out that an uncritical 
adoption of the Marxist view of inevitability 
Of the dtotegration of the peasant eoonmny 
and the. need for rationalisation of 
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agriculture through luge-icile hnning led 
also to biaies igaiiut peaunt fanning. Un- 
itical acceptance of western models is at- 
ributed to a number of factors; Rationalisa- 
lon of the needs of the dominant interest 
groups and greater sensitivity of scientific 
rescwch to tlw influence of such groups; the 
dominant influence of the western experi¬ 
ence and also the experience of socialist 
eountrire on the political and inteliectual 
elite in India; and lack of exposure to the 
developmental expcrieiKe of Asian countries 
like Japan, China and 'Aiwan. 

The section also examines alternative 
perspectives of agrarian reconstruction. 
These are; those which are rooted in assump- 
lion of social harmony and which consider 
equity as the product of growth; those rooted 
in the assumption of conflict, but which 
consider it resolvable without much struc¬ 
tural changes in land ownership; and finaliy, 
those root^ in the ant^onism between con- 
fliaing groups and which therefore recognise 
the n^ for rachcal structural changes. The 
first approach has led to a perspective of 
agricultural development with reliance on 
the dynamic landlord or the rich peasant as 
the main agent of growth, the second to one 
with reliance on the dynamic landlord or the 
rich peasant along with intervention pro¬ 
grammes to protect the, small peasant 
cultivator, and the third to a perspective of 
re-organisation into peasant-based agricul¬ 
ture through a co-operative institutional 
framework. The second approach, which has 
many prominent advocates among agricul¬ 
tural economists such as John Mellor, 
M L Dantwala and V M Dandekar, is pick¬ 
ed up for detailed comment and criticism. 
Joshi makes a fervent plea for the third ap¬ 
proach implying a peasant oriented road to 
modern economic development with a ‘blen¬ 
ding of the community principle with 
market principle. 

Case for Peasant-Based Agriculture 

Section III further substantiates the case 
for a peasant-based agriculture guided by 
communitarian principles. The irrelevance 
of the historic^ experience of English 
agrarian transformation to capitalist agri¬ 
culture through disintegration of the peasan¬ 
try, first through private appropriation of 
commons, and deprivation of access of the 
small peasant to subsidiary income, and 
secondly through labour displacing techno¬ 
logy is further elaborated. A number of 
wrong and distorted interpretations of the 
nature of agrarian transformation in the 
west are pointed out. These relate to: inade¬ 
quate recognition of the. fact that modernisa¬ 
tion of agriculture occurring in the 19th cen¬ 
tury was the culmination of agricultural 
change over a long period; misplaced em¬ 
phasis on mechanical agriculture vis-a-vis 
the large number of indigenous peasant in¬ 
novations that preceded it; non-recognition 
of the distinctive characteristic of British 
agriculture, i e, integration of livestock with 
crop production; and inadequate recognition 
that the declirw of the labour force in 
agriculture was associated only with the 
nsatute phase of the industrial revolution. 


The Japanese experience it considered more 
relevmt to Asian countries. Several features 
of this exigence are highlighted: applica¬ 
tion of sdentific principles of agriculture 
relevant to factor endowments rather than 
imported technology; promotion of interac¬ 
tion between research institutions and the 
peasantry; mobilisation of local resources 
for a^iculiurdl development; combination 
of private gain with community welfare; and 
priority to spread of literacy and primary 
education among peasants. 

The section also includes an article which 
pnwides a typology of agrarian systems of 
Asian countries. The typologies identified 
are: firstly, the relativdy undifferentiated 
peasantry pitched against a class of semi- 
feudal landlonis, moneylenders, and traders; 
a non-differentiated peasantry emancipated 
from semi-feudal relations with or without 
collectives; and a highly differentiated 
peasantry with the large sector posing .a 
threat to the small peasantry. India is plac¬ 
ed under the last type though variations 
across states are admitted. 

The final section discusses the emerging 
contradictions and alternatives in Indian 
agrarian system. A dualistic agrarian struc¬ 
ture marked by underutilisation of land on 
large farms and of lidxiur on small farms 
has been noted to be the major contradic¬ 
tion. The new technology is found to rein¬ 
force the dualism. 

As the country has shifted from the first 
stage of land reform involving the abolition 
of intermediaries to the second stage involv¬ 
ing restrictions on properly rights of the 
landowners, there has been a need for 
establishing the legitimacy of land reforms 
through ideological and political activity. 
There has also been a need for a class of 
elites to re-establish Ihe scientific rationality 
and ethical propriety of changes in the struc¬ 
ture of landed property. 'Joshi attributes the 
failure of land reforms during the second 
stage to the failure in meeting such needs, 
and makes a vigorous plea for ideological 
education particularly in the dynamic con¬ 
text of building a new type of society. This 
is considered necessary because the second 
phase of land reform is confronted with the 
task of resolving the contradiction between 
a new class of commercially oriented land- 
owners wielding both money power and 
political power, on one hand, and the poor 
peasantry having access to neither. The plea 
for establishment of a peasant-based 
agrarian system is supported on several 
grounds: the emergence of scale-neutral 
biological technology; the political 
dependence on the peasantry and the 
historic^ necessity of using it as the base 
for development in the changed political 
context; and a state-sponsored institutional 
framework facilitating apcuhural transfor¬ 
mation based on small peasant agriculture. 
Joshi.cites evidence from a number of 
studies, including those sponsored by the 
ILO, to show that growth under the new 
technology in the absence of land reforms 
has bent contributing to iiiuniserisation with 
rapid disintegration of traditional modes of 
labour utilisation uncompensated by the 


emergence of new modes of labour utilisa¬ 
tion and loss of food security. Anti-poverty 
programmes are unlikely to succeed as rural 
institutions tend to be dominated by the ris¬ 
ing class of rich peasantry, and as the divorce 
between production policies and distribution 
policies get sharpened. 

World bank Recipe 

There are a few important issues, raised 
by Dantwala in the foreword, to which the 
author has responded in the epilogue. The 
issues and the response of the author merit 
the attention of the reader. The issues on 
which Dantwala expresses his reservations 
and pleads for serious reconsideration are: 

— the responsibility of the Green Revolu¬ 
tion for the persistence and even accen¬ 
tuation of rural poverty: 

— the emphasis on redistribution of land 
vis-a-vis more equitable access to non¬ 
land resources; 

— the contribution of concentration of land 
at the trm to growing marginalisation vis- 
a-vis population pressures; 

— the importance of land distribution in the 
scope and content of structural change 
vis-a-vis technology, new products and 
new skills; and 

— finally the need for constructing an alter¬ 
native theory of property suited to Indian 
conditions. 

The issues raised Dantwala are not new 
and have been debat^ for some time; Land- 
augmenting technology, programmes for in¬ 
creased share for the poor in the non-land 
additional assets created in the process of 
growth, and population control have been 
standard recipe of the World Bank for pover¬ 
ty alleviation since the early l97Qs. This kit 
is offered as a substitute for ‘politically non- 
fcasible* land reform. More recent evidence 
shows that the overall impact of the Green 
Revolution on growth has not been that 
significant. Even where technology is altered 
but growth rates have remained low, the ef¬ 
fects on employment, incomes and quality 
of life of the poor have been adverse; Fur¬ 
ther, there is adequate evidence on growing 
regional inequality in the benefits of 
technology as well as of investment, price 
and subsidy policy of the state to promote 
the new technology. The evidence on the 
changes in inter-household inequality in 
technologically progressive regions as com¬ 
pared to technologically stagnant regions is 
conflicting. But where technology induced 
rates of growth are low, where mechanical 
technology followed very quickly the bio¬ 
chemical technology, and where in addition 
scale economies favoured the large as against 
the small fanner resulting in the demise of 
the pure tenant and revose leasing, techno¬ 
logy within the context of the dualistic struc¬ 
ture could be expected to have unfavourable 
effects on the small. 

Success in programmes for obtaining an 
improved share in the incremental assets of 
the community has often been found to de¬ 
pend upon prior aoress to land and water 
resources. Moieov^ where the land re¬ 
sources are unequally distributed and a 
capitalist integration of the agricultural and. 
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non-agricultural sectors Is achieved through 
large landowner and big industry alliance, 
the negative effects of such integration on 
the poor in terms of marginalisation are 
found to swamp whatever the positive effects 
that poverty alleviation programmes have. 
It is true that recorded changes do not show 
growing concentration of ownership of land 
at the top over time. This is in part a conse¬ 
quence of arrested capitalism within agri¬ 
culture and shift of surplusc.s of the large 
landowners into non-land assets. Further, 
‘.self-exploitation’ among the small and 
marginal farmers in agrarian societies while 
keeping the pace of proletarianisation 
slow—considerably reduces the pace of 
social development. The slow pace of growth 
ot literacy among the landless labourers and 
small farmers, and also the high drop-out 
rates of children from these groups of 
households are adequate evidence of self- 
exploitation. Given such developments, 
marginalisation has begun to be attributed 
to the growing demographic pressures ignor¬ 
ing that growing demographic pressures in 
land arc themselves a consequence of low 
development and capitalist integration of the 
agricultural and non-agricultural sector 
limiting the absorption of those who are 
thrown out of traditional industries and 
agriculture. The benefits of technology, new 
products and new skills to the poor, while 
important as components of structural 
change, arc not unrelated to distribution of 
assets in the agrarian society. As ‘self- 
exploitation’ as a strategy of survival among 
the marginal and small farmers grows, 
human investment is the casuality, and their 
capacity to absorb the new skills suffers 
greatly. 

VistON-REAi tTY Gap 

Joshi, of course, docs not choose to rebut 
the position of Dantwaia by any rigorous ex¬ 
amination of empirical data. His response 
in the epilogue is guided by his role, as “a 
conscious participant in the struggle for 
translating into reality India’s cherished vi¬ 
sion of a just society”. He views with dismay 
the current focus of the scientific enquiry 
and debate to the narrow issue of the trends 
in a absolute poverty to the neglect of the 
more fundamental question of vision-reality 
gap. Even while the poential for narrowing 
this gap through technology is improving, 
the gap is getting widened. The widening gap 
is traced to the ‘emergence of hard-lroiled 
technocratism’ and is attributed to ihe 
changing political-economic domain, i e; the 
emerging power structure. The shift away 
from the institutional approaches of eminent 
social scientists like Gadgil and the neglect 
of the question whether small peasant-based 
agricultural develoinnent could not meet the 
needs of growth and equity much better is 
traced to the changed power structure in 
favour of the large farmer. In response to 
Dantwala’s critique, Joshi submits that “the 
dimension of power as k force in the 
decision-making process regarding the 
choice of agents in the agricultural transfor¬ 
mation process is excluded from professor 
Dantwala’s analysis and assessment”. Joshi’s 
fundamental objection is not to new techno¬ 


logy but to Urn context of structural dualism 
and to the neglect of underutilisation of the 
growth potential inherent in laige-sized 
holdings which are still retained under 
various disguises especially by former 
landlords. He cites evidence from the studies 
of scholars such as Jan Bteman to show that 
the “new class of commercially oriented 
large farmo's. hampered and buttressed by 
the new agricultural strategy is the vehicle 
of a new social Darwinian ethos now domi¬ 
nating the centres of Green Revolution”. Fur¬ 
ther. the nature and scope for rural diver¬ 
sification are getting restricted as the 
surpluses of the large farmers are directed 
to elite oriented projects and activities within 
and outside the nit^ economy, and altering 
the land relations becomes a necessary con¬ 
dition for rural diversiHcation. The essen¬ 
tial point that Joshi makes is the need for 
recognising that the large-farmer dominated 
agricultural development has contributed 
towards narrowing the scope of the develop¬ 
ment process and even lowering the overall 
rate of capital acceleration besides contri¬ 
buting to the erosion of traditional systems 
of social security. In the wider context, the 
issue is not multiplication and proletaria¬ 
nisation of tiny farms versus expansion of 
economic opportunities but the adverse ef¬ 
fects of a large-farm oriented development 
process leading to both marginalisation and 
restriction of economic opportunities. As 
regards the issue of demographic pressures 
versus land concentration in contributing to 
marginalisation, Joshi sees marginalisation 
as a result of the inner dynamics of capitalist 
agriculture which creates disjunction bet¬ 
ween expansion of food output and expan¬ 
sion of employment. Further, a favourable 


sodo-economic and technological back¬ 
ground for family planning is not created in 
the context of growing poverty and insecuri¬ 
ty of the rural masses. 

ATTITUDE TO PROPERTY 

The discussion on the issue of reformula¬ 
tion of the theory of propoty in the epilogue 
Is not poimed. Joshi again takes a normative 
position. The Issue posed is the choice bet¬ 
ween an acquisitive society versus a humane 
and just society. In both the west and in 
Japan, the emergence of an acquisitive socie¬ 
ty was tolerated because the rising class of 
bourgeois entrepreneurs in agriculture and 
industry was still rooted in an austere style 
of life But in the third world developing 
countries, including India, inequalities cease 
to have the functional role that they had in 
the countries at the early stage of industrial 
revolution as the class of bourgeoisie in 
agriculture and industry is subject to the 
demonstration effects of consumption. The 
acquisitive spirit and the consumerist orien¬ 
tation of India’s new rural elite is seen to 
result in fast erosion of political legitimacy 
and social acceptability. 

This reviewer is in agreement with what 
Joshi says very forcefully on the adverse im¬ 
pact of a dualistic agriculture and the need 
for completing the unfinished tasks of land 
reform. There is also no doubt that tech¬ 
nology in the context of dualistic agriculture 
has contributed, to growth in r^ional in¬ 
equality and has limited its potential for 
reduction in rural poverty. Though Joshi 
could be accused at places of forcing a 
dichotomy between land reform and tech¬ 
nology, his main concern is with the utilisa¬ 
tion of the potential of technology Tor equity 
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and growth through ■ pouant-oriented land agricultiue without ■ rimuhaneous attack on 

{cform. But there are three types of ques- capitalist accumulation within the non- 
i,r,n$ which will bother the reader of the agricultural sector loses much of its force. 
Kiok: First, the political feasibility of As reg^ the third issuer k is important to 
P'-asant-orientedJand reftHrm; second, the recognise that the moral credibflity of an 
need for considering the growing contradic- elite class which seeks restrictions on pro* 
turns of the agrarian sector not only in rela- petty rights within agriculture; but kwps 
t!ontodualisticagricukure,butalsoinrda- silent over growing privatisation and 
tion to the nature of integration .of the unlimited acquisition of property and in- 
aerarian sector with the non-agricukutal sec- comes within the non-agricultural sector 
tor; and, third, the growing gap between the becomes suspect. These are issues which get 
value-systems underlying a humane and just inadequate attention in the collected articles, 

society and those wUch are influencing the Yet Joshi’s wide scholarship and passionate 
tichaviour of the elite class both in rural and plea for a just and humane society is bound 

urban society. On the first, notwithstanding to leave a powerful and lasting impact on 
the growing unrest in some areas, the the mind of the reader, 
political feasibility of radical land reform ajh 

pears to be uncertain within a gradualistic Notes 

frame Further, the farmers’ lobby is much 

more powerful now than during the Ndiru l VMOandekarandNilakanthaRath,A»vr- 
legime Moreover, the industrial bourgeoisie ty in India, Indian School of Political 
who had a stake in anti-feudai land reform Economy, reprinted from Economic and 

earlier, is not now inclined to support a Poiitical Weekly, Vol VI, Nos 1 and 2.. 

radic^ land reform. January 2 and 9, 1971, pp 94-95. 

In fact, the growing dualism within the .2 Yhiiro Hayami, Understanding Village Com- 
agricultural sector is in a large measure due munity and the Direction of Agrarian 
to the growth of the capitalist integration Change in Asia, Hindustan Publishing Cor- 
processes with the non-agricultural sectors, poration, Delhi, 1981, pp 59-61. 
and an attack on property rights within 3 Ibid, pp 56-64. 

The Meerut Holocaust 

R S Morkhandikar 


in j^l mainly as a result of injuries inflicted 
upon them after arrest” (p 13). 

The has a dubious history. Establish¬ 
ed before independence to assist the police 
during civil disturbances, it is 32,000 strong 
and is deployed for riot control. Poorly jwd 
and poorly structured, it is largely ^uited 
from the upper caste Hindu majority (only 
about 2 per cent come from Mudims in a 
state with a 15 per cent Muslim population) 
in spite of the recommendations of the 
National Police Commission and a govern¬ 
ment circular. The force participated in a 
police rebellion in 1973. There were allega¬ 
tions against it of misconduct and un¬ 
provoked Tiring in the 1978 Aligarh riots, of 
instigating the Moradabad communal 
rioting in 1980 and of killing 30 civilians in 
Meerut in 1982. Judicial inquiries have been 
instituted against it. But their reports have 
not been made public nor have any PAC per¬ 
sonnel been convicted following these 
investigations. 

TVvo conclusions come out strongly from 
Engineer’s book; (1) The state machinery is 
progressively getting med to operating out¬ 
side the law. Indiscriminate and arbitr^ 
arrests, holding people without trial, firing 
on crowds, instigated arson and loot and 
causing ‘disappearence’ of men are becom¬ 
ing recurring features. This naturally affects 
(both ethnic as well as ideological) minorities 
more severely than the majority. The result. 
Engineer reports, is that “Muslims have lost 


Delhi, Meerut Riots: Analysis, Compilation and Documentation edited 
by Asghar Alt Engineer; Ajanta Publications, Delhi, 1987; pp 264, Rs 150. 
Allegations of Extra-Judicial Killings by the Provincial Armed Con¬ 
stabulary in smd around Meerut, K-23 May, 1W7, Report of the Amnesty 
International, London, November 1987, pp 15, 3 Appendices. 


hOR a long time the cancer of com- 
nmnalisffl has been eating into the vitals of 
the Indian nation. Its worst manifestation— 
the communal riots—has bcen steadily on 
the increase. From a mere 84 incidents in 
1954 in which 34 lost their lives and 512 were 
injured, the number of communal riots grew 
to 525 in 1985. Some 328 persons were killed 
and 3,665 injured in these riots. The latest 
ol .such incidents have been in Aurangabad 
and Pune in Maharashtra in the wake of the 
municipal corporation elections held in the 
former city. The virus has spread throughout 
India with 186 districts being declared com¬ 
munally sensitive. 

One of such major communal conflagra- 
lioiis in recent years was in Meerut (UP) and 
Delhi in 1987. The book under review 
focuses its attention on these riots and is 
edited by the Botua social reformer, Ashgar 
Ail Engineer, who has studied a number of 
u'inmunal riots and has written extensively 
on them. TVventy-two brief articles, many of 
them reprints from journals, partly describe 
and partly analyse the events. Tlvo parts of 
>Ik book are derated to comments appearing 
III the vernacular and the English press. 
11 ere are two interviews, one with the Janata 
Pd-iy leader, Syed Shahbuddin, and another 
».!h Bir Bahadur Singh, the UP chief 
m Ulster. The book also presents some 
di .umentation in support of the material. 

How the riots began is a confusing story 


and neither Engineer nor the Gian Praka.sh 
Committee appointed by the UP govern¬ 
ment to investigate the opts has been able 
to give a clear account of the sequence of 
events Ol fix the responsibility: “neither 
community is totally blameless though 
Muslims have suffered immensely. But 
Hindu losses arc not insignificant though 
much less”, says Engineer (p 12). 

Accoiding to the official figures, 117 lives 
were lost, 159 persons injured and 623 
houses, 344 shops and 14 factories looted, 
burnt or destroyed during the riots which 
lasted from May 18 to 23,1987. What makes 
the Meerut riots unique is the prominent role 
played in it by an arm of the state, the 
Provincial Armed C on.stabulary (PAC). 
Engineer claims that these figures do not 
include the deaths in Maliana (a suburb ol 
Meerut) and Moradnagar at the hands of 
the PAC. He gives a list of 68 persons who 
died there at the hands of the force. The 
Amnesty International Report comes to a 
similar conclusion. It says that “there is 
strong evidence that members of the PAC 
were responsible for the ‘disappearance’ of 
at least 36 men from the Hashimpura arM 
in Meerut late on 22nd May and for the 
deliberate killing of at least 30 apparently 
unarmed civilians in neighbouring Maliana 
the following day. There is also some 
evide-ice to suggest that at least five men 
arrested in connection with the noting died 


all faith in the law and order machinery. 
They prepare to defend themselves and the 
police takes this as a clear proof of their 
intention to create trouble. It thus arrests 
large number of Muslims which leads to 
further panic” (p 24). 

(2) There is taking place a gradual com¬ 
munal polarisation of society making 
secular political parties irrelevant and 
leading to alienation of minorities from the 
mainstream. Parties and isroups are virtually 
divided on communal lines making it im¬ 
possible for them to play a constructive role 
in social integration. The situation is further 
complicated by the fact that communal 
leaders (a ia Salim Ahmed Ansari, Syed 
Shahbuddin, Imam Bukhari, Viswa Hindu 
Parishad leaders) blow up ‘non-issues’ like 
Babri Masjid—Ram Janmabhoomi, Riddles 
qf Rama and other fundamentalist issues, 
using them to mobilise communal support. 
By their very nature they cannot use the 
more real politico-economic issues because 
these turn on elite-mass contradictions and 
would expose their own elitist interests. 
Sections of minority population spiring to 
higher politico-economic status instead of 
making common cause with similarly placed 
segments in other communities translate 
their interests in communal terms. Thus 
what should be a landless labour-landlord 
conflict or artisan-trader conflict becames 
in effect a Dalit caste-Hindu or a Muslim- 
Hindu conflict. This also offers temptations 
to political parties like the Congress to win 
electoral support by championing this or 
that fundamentalist demand or better still 
supporting fundamentalism of all com¬ 
munal groups—an Indian version of secula¬ 
rism: sarva dharma sama-bhava. 
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SPECIAL ARTICLES 


Changes in Level of Living in Rural West Bengal 

Variations Across Socio-Economic Groups 

NikhUesh Bhattadioiya 
Manabendu Chattopadyay 
Ashok Radra 


This is the iast in a series of six papers reporting on changes in the level of living in rural Wat Bengal as reflected 
in the results of a resurvey of households in villages of Bardhaman, Birbhum and Purulia districts. In this paper 
the authors report some results obtained on changes in housing conditions and the level of consumption for aimple 
households classified by occupation groups and caste-tribe identities. 


IN our earlier communications (vide 
references), we have reported the results of 
a resurvey of villages and households on 
several aspects of level of living in rural areas 
of three districts of West Bengal— 
Bardhaman, Birbhum and Purulia. Except 
for the fourth paper of the series, i e^ the 
paper on ‘Consumer Durables, Clothing and 
Footwear’ (EPty, October 31, 1987), we 
reported the findings for the population as 
a whole. In the fourth paper, that relating 
to consumer durables, we reported the results 
for a number of socio-economic groups. 
found that there has been some improve¬ 
ment in the stocks of consumer durables 
particularly among the white-collar workers 
as well as among households possessing 
larger amount of land as well as for non- 
schcduled caste/tribe households. In this 
paper we report some results obtained 
through the resurvey on changes in housing 
conditions and the level of consumption for 
sample households classified by occupation 
groups, and caste-tribe identities. It may be 
noted that such an analysis is not possible 
in case of social con.sumption, as data on 
social consumption have been collected 
mainly through village schedules flllcd up 
by interviewing some selected knowledgeable 
respondents. Details of the survey design 
were presented in the first two communica¬ 
tions. 


Housing Conditions 

Ihbles I and 2 present a comparative 
picture of housing conditions for households 
classified by occupatioi) and caste-tribe 
identity respectively. In examining housing 
conditions, we considered the number of 
rooms, the area of rooms (i e, floor space) 
and the type of structure* (viz pucca, semi- 
pucca and fatcha) of the dwellings occupied 
by the sample household. In our earlier 
paper on housing conditions (EPW, 
September S-12, 1987), we reported a 
deterioration in housing standards for the 
population as a whole. 

Ibble 1 shows the per capita and per 
household availability of rooms and floor 
space during 1973-74 and 1985-86 by 
occupation groups. It appears that both the 
per capita and per household floor space 
and number of rooms have declined over the' 
12-year period for all the occupation groups 
except white-collar workers. For white-collar 
workers, the number of rooms per house¬ 
hold as well as per person have marginally 
increased, whereas floor space per 
household or per person has maiginally 
decreased. Thus, for white-collar workers the 
housing standards do not show any clear 
deterioration as observed in the case of the 
other occupational groups. As for house¬ 
holds grouped by the caste-tribe identity, the 


housing standards are found to have (teterio- 
rated for all the groups considered (Ihble 2). 

As Ihble 3 shows, it is the white-collar 
workers who have largely reported changes 
in their structure of dwdlings from katcha 
to/M<mr or semi-jmciai and from semi-/tumr 
to pucca. An opposite picture, viz, changes 
from Kod-pucca to katcha and from pucca 
to semi-pucco or katcha was observed in the 
case of tenants, agricultural labourers, 
artisans and retail traders. As may be obser¬ 
ved in ’^ble 4, households belonging to 
scheduled castes wd scheduled tribes laigdy 
reported changes in their structure of dwell¬ 
ings from semi-pucco or pucca to katcha. 
What comes out very clearly is that improve¬ 
ment of housing conditions has uken place 
largely among white-collar workers, and 
people belonging to non-schedulld castes 
and tribes. For the weaker section of the 
population, the housing standard seems to 
have worsened between 1973-74 and 1985-86. 

Private Consumption 

We face some major difficulties in the 
treatment of this part because of most of 
the data are in value terms and there are no 
satisfactory means of inferring the changes 
in real terms. Table 5 presents for the 
occupation groups considered before the per 
capita consumption expenditure in the two 


Tabi e 1: Hoosinc Conditions by Occupation Croups During NSS 28th Round (1973-74) and During the Re.survey (1985-86) 


Household _ NSS 2gth Round (1973-74) __ Resurvey (1985-86) 


Occupation 

No of 

Average 

• Per H H 

Per Capita 

No of 

Average 

Per H H 

Per Capita 


Sample 

H H 

No of 

Floor 

No of 

Floor 

Sample 

H H 

No of 

Floor 

No of 

Floor 


House¬ 

Size 

Rooms 

Space 

Rooms 

Space 

House¬ 

Size 

Rooms 

Space 

Rooms 

Space 


holds 



(Sqm) 


(Sqm) 

holds 



(^m) 


(^ra) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

Owner-cultivator 

352 

6.7 

3.50 

44.43 

0.53 

6.68 

459 

6.6 

3.10 

30.37 

0 . 47 ’ 

4.57 

Tenant-cultivator 

42 

5.9 

2.52 

27.43 

0.43 

4.65 

57 

6.5 

2.29 

21.26 

0.35 

3.26 

Agri labourer 
Artisan, retail 

269 

4.8 

1.64 

17.23 

0.34 

3.61 

334 

4.8 

1.56 

12.94 

0.33 

2.70 

trader 

Non-white-collar 

56 

5.7 

2.77 

31.70 

0.49 

5.58 

56 

5.2 

2.12 

17.10 

0.40 

3.27 

worker 

White-collar 

82 

5.4 

1.99 

21.89 

0.37 

4.07 

no 

5.6 

2.02 

18.32 

0.36 

3.29 

worker 

71 

5.5 

2.86 

29.59 

0.52 

5.33 

60 

5.9 

3.14 

29.17 

0.53 

4.90 

Others 

52 

3.3 

2.67 

29.42 

0.80 

8.83 

77 

2.3 

1.72 

15.96 

0.75 

6.93 

All occupations 

924 

5.6 

2.62 

30.73 

0.47 

5.48 

1153 

5.T 

2.42 

22.40 

0.43 

3.94 


1120 


Economic and Political 9IMly May 28, 1988 







iieriods. One may not conclude that the real 
changes in the levds of living of tb.'se dif¬ 
ferent groups are as indicated by the index 
ill column (6) representing the proportionate 
increase of the total per ca|Hta consumption 
(«penditure in money terms. This is for two 
reasons. Oiw is that the commodity com¬ 
position is different for the different groups 
and therefore to eliminate the price effect 


one would require different index numbers 
appropriate for the different groups. How¬ 
ever. no such index numben are available. 
As is well known, statistical authorities in 
this country publish one index number for 
industrial labourers in some 1^ cities, and 
another index number for agricultural 
labourers. This last index number is con¬ 
structed in such a way and on the basis of 


such flimsy data that it cannot be treated 
as useful even for agricultural labouim in 
any part of the country. There is no ques¬ 
tion of applying this index number to the 
oipeiKlituTe figures of owner cultivaton and 
th^ore there is no means of comparing the 
improvements of owner cultivators and 
labourers. The same is true of comparison 
between any two other groups. 


(■roup 


NSS 28th Round (1973-74) 




Resurvey (1985-86) 



No of 
Sample 
House¬ 
holds 

Average 
H H 
Size 

Per H H 

Per Capita 

No of 
Sample 
House¬ 
holds 

Average 
H H 
Size 

PerH H 

Per Capita 

No of 
Rooms 

Floor 

Space 

(^m) 

No of 
Rooms 

Floor 

Space 

(^m) 

No of 
Rooms 

Floor 

Space 

(Sqm) 

No of 
Rooms 

Floor 

Space 

(Sqm) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(«) 

(9) 

(10) 

(11) 

(12) 

(13) 

Scheduled caste 

322 

5.1 

1.90 

21.52 

0.38 

4.25 

407 

5.3 

1.85 

16.41 

0.35 

3.11 

Scheduled tribe 

61 

5.0 

1.78 

19.30 

0.35 

3.82 

53 

4.9 

1.30 

13.16 

0.26 

2.66 

Others 

541 

6.0 

3.16 

37.68 

0.52 

6.25 

693 

6.0 

2.84 

26.64 

0.47 

4.45 

All groups 

924 

5.6 

2.62 

30.73 

0.47 

5.48 

1153 

5.7 

2.42 

22.40 

0.43 

3.94 


Table 3: Percentaof of Households Reposting Changes in the Structure of Dwei ling During NSS 28ih Round (1973-74) 

AND During the Rlsurvey (1985-86) by Occuiation Groups 


Household Occupation 

No of 



Type of Changes 




Sample 

Katcha to 

Katcha to 

Semi-Pucca 

Semi-pucca 

Puca to 

Pucca to 


Household 

Pucca 

Scmi-pucca 

to Pucca 

to Katcha 

Semi-pucca 

Katcha 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Owner cultivator 

459 

5.1 

6.0 

2.1 

15.9 

0.7 

2.3 

Tenant cultivator 

57 

0.0 

0.0 

2.4 

7.3 

0.0 

2.4 

Agricultural labourer 

334 

0.3 

3.1 

0.0 

6.9 

0.6 

1.3 

Artisan, retail trader, etc 

56 

1.3 

2.6 

1.3 

16.9 

0.0 

3.9 

Non-white-collar worker 

no 

4.9 

1.6 

4.1 

12.3 

1.6 

4.1 

White-collar worker 

60 

5.1 

4.2 

11.0 

12.7 

3.4 

5.1 

Others 

77 

2.3 

2.3 

0.0 

7.0 

0.0 

0.0 

All occupations 

1153 

3.2 

4.0 

2.5 

12.1 

1.0 

2.4 

TABLt 4: PERCEtflAGF OF HOUSEHOLDS REPORTING CHANGES IN IHF STRUCTURI: OF DwF.LI ING DURING NSS 28TH RoUNI) (1973-74) 


AND During the Resurvfy (1985-86) by Caste and Tribe Identity of Househoi ds 


Group 

No of 



Type of Changes 



Sample 

Katcha to 

katcha to 

.Semi-Pucca 

Semi-pucca 

Pucca to 

Pucca to 


Households 

Pucca 

.Semi-pucca 

Pucca 

to Katcha 

Semi-pucca 

Katcha 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

Scheduled ca.ste 

407 

1.0 

2.9 

1.7 

9.1 

1.0 

1.2 

Scheduled tribe 

53 

0.0 

5.7 

0.0 

9.4 

0.0 

1.9 

Others 

693 

4.8 

4.5 

3.2 

14.1 

1.0 

3.2 

.All groups 

1153 

3.2 

4.0 

2.5 

12.1 

1.0 

2.4 

Table 5: Average Per Capita Consumption Per 30 Days Durinc. NSS 27tii Round (1972-73) and Resurvey (1985-86) in Rural Areas 



HY OcxuPAiiON Groups 




-lousehold Occupation 

No of Samole Households 

Per Capita Consumption 

Index of 

Engels 

Ratio 

1972-73 

1985-86 

Expenditure at Current Prices 

Growth 

1972-73 

i985-i 




(in Rs 0.00) 

Col (5)/Col (4) 






1972-73 

1985-86 




(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

' )wner cultivator 

143 

194 

46.87 

105.24 

2.25 

0.78 

0.73 

•enant cultivator 

19 

31 

42.05 

87.12 

2.07 

0.79 

0.80 

Sgricultuial labourer 

236 

308 

23.60 

72.40 

3.07 

0.85 

0.78 

Srtisan and retail trader 

43 

63 

.14.56 

104.36 

3.02 

0.79 

0.74 

Non-white-collar worker 

61 

no 

31.49 

106.81 

3.39 

0.83 

0.78 

'Vhite-collar worker 

33 

42 

53.58 

157.25 

2.93 

0.79 

0.66 

■Hhers 

57 

42 

28.23 

105.71 

3.74 

0.84 

0.80 

Ml occupations 

592 

790 

37.88 

98.92 

2.61 

0.80 

0.75 
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Another serious problem is ^ven rise to 
by the fact that in the NSS, home consump¬ 
tion, principally of food items, is imput^ 
at harvest prices whereas the purchased 
items are valued at retail prices which also 
change over time This creates a serious pro¬ 
blem for any comparison between owner 
cultivators and tenants and other social 
groups. That is because a large part of the 


1972-73 

1 Agricultural labourers, non-agricullural 
labourers and ‘others’ 

2 Artisans and traders, tenatits and owner 
cultivators 

3 White-collar workers 


food consumption by oamer cultivators and 
tenants is from home produced goods. Agri¬ 
cultural labourers are also affected to the 
extent that a part of their wages is pidd in 
kind and that part is valued at harvest price. 
It may safely be inferred that when compar¬ 
ing with other social groups the total apen- 
diture figure for owner cultivators and 
tenants is underestimated, but one does not 


1983-86 

1 Agricultural labourers, non-agricultural 
labourers, tenants, and ‘others’ 

2 Artisans and traders, 

3 Owner cultivators 

4 White-collar workers 


know the degree of underestimation. 

This problem of different (vices for dif¬ 
ferent groups making ^fficulties for com- 
l>arisons miv be (tartly circumvented by 
taking recourse to the Engels ratio which, 
as we know, is a good indicator of the level 
of living. The ratios for the different groupii 
are also presented in Dtble S. Basing our¬ 
selves on these ratios and keeping in mind 
the underestimation affecting owner culti¬ 
vators and tenants and to a lesser extent 
agricultural labourers, our best guess about 
the rankings at th6 two end (leriods is 
presented in Ihble 6. 

If our reading is correct then white-collar 
workers were at the top of the scale in both 
the (leriods. Owner cultivators improved 
their relative jxisition over artisans and 
traders as well as tenants. Among these three 
groups there were no sharp differences in the 
initial period. Labourers both agricultural 
and non-agricultural and the residual 
category of ‘others’ had, it would seem, 
about the same standard in both the 
periods—the higher money figure for non- 
agricultural labourers and ‘others' are prob¬ 
ably due to the difference in retail price and 
harvest (vice that we have mentioned before. 
The tenants seem to have clearly fallen 
behind from being more or less at the same 
level as owner cultivators they descended to 
the level of labourers. 

Some more information about the dif- 
foential levels of living can be obtained from 
the tigutes of cereals consumption which 
was collected in quantity terms (Ihble 7). 
The ranking here is different and that is to 
be ex|)ected. Cereal consumption is some¬ 
thing that is not a very sensitive indicator 
of level of living. Agricultural and non- 
agricultural labourers as well as ‘others’ con¬ 
sume the least at both the end periods. 
White-collar workers and owner cultivators 
likewise consume the most at both those 
(leriods. However, the tanking between these 
two top categories gets changed over the 
(leriod. The per capita consumption for 
owner cultivators actually decreases while in 
the case of white-collar workers it increases. 
This may not however be interpret^ as 
indicating a decrease in the level of living 
of owner cultivators, neither in absolute 


Tabi> 7; Avt-KAGE Per Capita Consumption ok Cereals lorv) Pfr 30 Days During NSS 
27Tti Round (1972-73) and Resurvfy (1983-86) in Rural Areas by Occupation Groups 


Household No of Sample Households Consumption Per Person 

Occupation ’ 1972-73 1983-86 ^ iO Days 

Cereals X}uantity (Kg) 





1972-73 

1985-86 

(1) 

(2) 

(3) 

(4) 

(5) 

Owner cultivator 

143 

194 

i7.ra 

15.06 

Tenant cultivator 

19 

31 

15.75 

14.77 

Agricultural labourer 

236 

308 

10.40 

13.06 

Artisan and retail trader 

43 

63 

13.04 

14.31 

Non-white-collar worker 

61 

110 

11.56 

14.84 

White-collar worker 

33 

42 

15.78 

16.31 

Others 

57 

42 

12.69 

14.56 

All occupations 

592 

790 

14.43 

14.42 

Tabi e K: Propori ion ok Households Rfkirting Zero Consumption of Ceriain Selected Food 


Items by Occupation Groups 



Household Occupation 

Milk 

Sugar 

Meat 

Fish 

(1) 

(2) 

(3) 

(4) 

(5) 

Owner cultivator 

32.5 

1.3 

56.7 

7.2 

Ibnant cultivator 

53.4 

3.3 

70.1 

16.8 

Agricultural labourer 

89.6 

16.0 

88.6 

16.6 

Artisan and retail trader 

41.5 

4.3 

57.2 

12.9 

Non-while-collar worker 

55,5 

10.9 

57.4 

11.8 

White-collar worker 

35.6 

14.3 

46.4 

5.4 

Others 

65.3 

26.1 

65.4 

26.1 

All occupations 

60.6 

10.4 

69.2 

12.8 


Table 6: Ranking or Different Occupational Croups Based on Engels Ratios 


Tabi e 9: Proportion of Households Reporting Increase/Decrease in Consumption of Certain Selected Food Items and Per Capita 

Consumption Expenditure (PCE) by Occupation Groups 


Household 

Milk 



.Sugar 

Meat 


Fish 


PCE 

Con.sumplion 

Decrease Increase 

Decrease Increase 

Decrease Increase 

Decrease 

Increase 

Decrease 

Increase 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(H) 

Owner cultivator 

24.7 

40.7 

16.9 

66.7 

23.7 

16.0 

29.4 

53.6 

50.5 

49.5 

Tenant cultivator 

23.3 

23.3 

13.3 

80.1 

26.6 

3.3 

26.6 

36.6 

60.0 

40.0 

Agricultural 

labourer 

4.5 

5.9 

8.5 

71.9 

5.2 

5.9 

24.1 

54.7 

38.4 

61.6 

Artisan and retail 
trader 

24.2 

27.2 

I7.I 

64.3 

22.8 

12.9 

34.3 

42.8 

44.3 

55.7 

Non-white-collar 

worker 

9.1 

33.6 

16.4 

66.3 

16.3 

:3.6 

»).9 

61.8 

40.0 

60.0 

White-collar worker 

17.9 

34.0 

32.1 

48.2 

2U 

30.4 

32.1 

60.7 

66.1 

33.9 

Others 

8.7 

26.0 

17.4 

43.5 

8.6 

26.0 

26.0 

43.6 

39.1 

60.9 

All occupations 

13.6 

23.4 

14.4 

67.2 

14.9 

13.7 

26.5 

53.9 

45.1 

54.9 
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terms nor in idntion to whit»«ollar workers. 
That is because, owner culdvttors consume 
ct-rrals at the saturation ievel and for them 
it may well behave as an inferior commothty. 
The decrease in quantity terms of cereals 
consumption by tenants however requires to 
he interpreted din’erently; it suggests an 
absolute decline in their level of living. 

Some more information may be extracted 
from the proportion of respondents, repor¬ 
ting zero consumption of a selected number 
of items both at the beginning and at the 
end periods and this may be used for judging 
the relative standards of different groups 
(Table 8). The placing of agricultural and 
non-agrioiltural labourers and 'Others’ at the 
bottom receives confirmation. The position 
of owner cuitivators and white-collar 


workers at the top also gets confirmation. 
The other categories lie in between. 

Till now, w have talked about each social 
group as if it were a homogeneous unit. As 
a matter of fact each group seems to be 
divided amongst those who have improved 
their levels of living and those who have 
become worse off. Tkble 9 presents figures 
of these divisions in respect of total per 
capita consumption expenditure as well as 
the individual items considered in Thble 8. 

We now present some resists for a dif¬ 
ferent scheme of grouping. We have divided 
the respondents between scheduled tribes, 
scheduled caste Hindus and ‘others’. If we 
keep in mind that scheduled caste and 
scheduled tribe people are mostly labourers 
and the ‘others’ include the bulk of owner 


cultivators and white-collar workers then th. 
information presented in Ihbles 10. 11, 12 
and 13 are consistent with Ihbles 5,7,8 uid 
9. However what is of striking interest in 
these sets of tables is the higher initial posi¬ 
tion of scheduled tribes in relation to 
scheduled caste Hindus and their losing that 
advantage in course of the 13 year period. 
An alarming point to note is the decrease 
in the per capita cereal consumption by 
scheduled tribe people. By no means can 
cereals be treated as an inferior good for this 
category. As such, this reduction in cereals 
consumption unmistakably reflects a real 
diminution of the level of living of scheduled 
tribes. 

Nolea 

1 It is based on a joint consideration of the 
materials used for roof, walls and floor. NSS 
definitions of the three types of structures 
have been followed. Pucca houses are those 
where both walls and roof are made of oven- 
burnt bricks, stone, cement concrete, 
jackboaid (cement plastered reeds) and 
timber. Tiles, galvanised iron or asbestos 
cement sheets used in roofs are also regarded 
as pucca materials. A semi-pucco house is 
one which is not pucca but where either 
plinth or wall or roof is made of ovenburnt 
bricks, stones, cement concrete or timber. A 
kaicha house is one where the walls, roof and 
plinth are all made of unburnt bricks, 
bamboo, mud, grass or leaves, reeds and/or 
thatch. 

2 The authors are grateful to the authorities 
of the NSS organisation, government of 
India, for supplying them necessary infor¬ 
mation includiftg household lists and Hiled 
up schedules of NSS 27th and 28th round 
enquiries on consumer expenditure and 
housing conditions, respectively. 
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Table 10: Average Per Capita Consumption Per 30 Days During NSS 27th Round (1972-7.L) 
AND Resurvev (1983-86) IN Rural Areas by Caste-Tribe Identity of Households 


Identity 

No of Sample 
Households 
1972-73 1983-86 

Per Capita 
Consumption 
Expenditure at 
Current Prices (Rs) 
1972-73 1983-86 

Index of Engels Ratio 

Growth 1972-73 1985-W 

Col (5)/ 

Col (4) 

(1) 

(2) 

(3) 

(4) (5) 

(6) 

(7) 

(8) 

Scheduled caste 

269 

329 

22.94 80.72 

3.52 

0.81 

0.73 

Scheduled tribe 

92 

84 

33.29 87.26 

2.62 

0.81 

0.75 

Others 

231 

377 

46.63 109.76 

2.35 

0.79 

0.75 

All groups 

392 

790 

37.88 98.92 

2.61 

0.80 

0.75 

Table 11: Avfrace Per Capita Consumption of Cereals (Qtyi Per 30 Days During NSS 

27th Round (1972-73) and Resurvey (1985-86) in Rural Areas by Caste Tribe Identity 



OF Households 




Identity 


No of Sample Households 

Consumption Per Person 



1972-73 

1983-86 

Per 30 Days 





Cereals Quantity (Kg) 





1972-73 

1985-86 

(1) 


(2) 

f3) 

(4) 


(5) 

Scheduled caste 


269 

329 

10.39 


13.63 

Scheduled tribe 


92 

84 

14.36 


13.87 

Others 


231 

377 

15.30 


15.00 

All groups 


392 

790 

14.43 


14.42 

7 ABLF 12: Proportion of Households Reporting ‘Zero- Consumpi ion of Certain Selected 


Food Items by Caste-Tribe Identity of Housf.holds 



Identity 


Milk 

Sugar 

Meat 


Fish 

(1) 


(2) 

(3) 

(4) 


(5) 

Scheduled caste 


73.3 

10.6 

85.7 


11.6 

Scheduled t'ibe 


100.0 

29.8 

90.5 


21.4 

Others 


41.0 

5.8 

50.5 


11.9 

All groups 


60.6 

10.4 

69.2 


12.8 


ABLE 13: Proportion of Households Reporting Increase/Decrease in Consumption of Certain Selectf.d Food Items and Per Capfi'a 
Consumption Expenditure (PCE) by Caste Tribe Idekiity of Households 


Identity 

Milk 

Sugar 

Meat 

Fish 

PCE 

Decrease 

Increase 

Decrease 

Increase 

Decrease 

Increase 

Decrease 

Increase 

Decrease 

Increase 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

Scheduled caste 

9.7 

16.7 

9.4 

75.4 

7.6 

6.4 

26.4 

55.0 

41.1 

S8.9 

Scheduled tribe 

0.0 


10.6 

59.6 

9.5 

0.0 

27.4 

46.4 

40.5 

59.5 

Others 

20.2 

34.3 

19.6 

61.6 

22.8 

22.5 

26.6 

34.3 

49.9 

50.1 

All groups 

13.6 

23.4 

14.4 

67.2 

14.9 

13.7 

26.5 

33.9 

45.1 

54.9 
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Is Macaulay Still Our Guru? 

Poromesh Acharya 

This paper examines the role of English in the Indian educational system, with special reference to Bengal, 
in a historical perspective. It stresses the role of the bhadralok, the urban gentry, in shaping the system of educa¬ 
tion. When Macaulay introduced English education and partitioned Indian society by creating a new caste of 
English educated gentry, Bengali bhadraloks hailed it and, by doing so helped in perpetuating the division. History 
shows that the importance of English could never be reduced at the lower level of education while retaining its 
pride of place at the higher level of education and in the commercial and administrative sphere. 


IN the I96K National Policy on Education 
in India it was emphasised that the regional 
languages should be developed and used as 
medium or instruction up to university level 
of education. At the same time it was stated 
that the 'study of English deserves to be 
specially strengthened’. The Draft National 
I^licy on biducation of 1979 also endorsed 
such a stand. In the 1986 National Policy on 
Education it has been stated that the same 
•policy will be implemented more ener¬ 
getically and purposefully'. Apparently, one 
may not find any flaw in these words. It may, 
however, be mtsleading to take them on face 
value. 

In the 1986 National Policy it has been ad¬ 
mitted that ‘the implementation of this part 
of the 1968 Policy has, however, been 
uneven’. In the policy per.spectisr called 
Challenge of Education, which was cimula- 
ted by the government of India for a 
national debate it has been stated that 
‘Another factor which accentuates urban- 
rural disparities is that privately managed 
'quality' institutions are generally located in 
the urban areas which because of the 
medium of instruction, (English!) provides 
greater exposure to a multiplicity of for¬ 
mative forces on pupils and a far more com¬ 
petitive environment, take away the lion’s 
share of unreserved seats in the prestigious 
courses in engineering, medicine and 
management. It has been argued that, 
despite efforts, it has not been possible to 
eliminate a cultural bias in favour of urban 
students in general and public school pro¬ 
ducts in particular, in the method used for 
testing for admission for higher clas.ses or 
jobs. Continuous monitoring of the per¬ 
sistence of this bias and researeh into 
methodologies of eliminating this has to be 
undertaken in the interest of equity! 

Interestingly enough, we do not find any 
concrete attempt for eliminating this bias or 
for abolishing such public schools, leading 
to a common school system in the 1986 
National Policy on Education. On the con- 
iraiy, the policy emphasised establishing 
pace-.setting schools in various parts of the 
country on a given pattern. Navoday 
Schools as pace-setting schools are now 
being established. The medium of instruc¬ 
tion in these schools has been stipulated to 
be either Hindi or English. It is apparent 
that the segregative system of education exis¬ 
ting in urban areas is now being extended 
to the rural areas at the state initiative. In 
fact, the scheme of Navoday Vidyataya as 
has been envisaged, surely violates the 
resolution of introducing regional language 


as the medium of instruction up to university 
level and also the scheme is contrary to the 
policy of a common school system. However, 
viewed from the history of the development 
of our society and the system of education 
this may appear to be very natural. This 
paper peeps into history to get a glimpse of 
the problem. 

It appears to me that the history of 
English education in our country has not 
been properly written as yet. It is the so- 
called theory of Bengal renaissance related 
to English education which has blurred our 
vision. And the general belief that English 
education was introduced by the British 
rulers to train native clerks may be only 
partially true but surely does not speak the 
main or even the major truth. On the other 
hand, one of the major reasons for the grow¬ 
ing demand for English education from 
Indian middle class may be the desire of get¬ 
ting government jobs. The genesis of English 
education in India can be traced to the 
design of the colonial power to perpetuate 
their interests in India. While the course of 
development was determined more by the 
selfish interests of the Indian dominant 
classes as opposed to the dominated peasan¬ 
try. English location grew in relation to the 
destruction of indigenous education of the 
indigent people. English education also 
played a significant role in containing the 
peasant insurgency and diverting the Indian 
national movement from a revolutionary 
course as was envisaged by the pioneers of 
English Education in India. 

Charles Grant, C E Develyan and T B 
Macaulay were the three pioneers who pro¬ 
pounded the idea of introducing English 
education in India as a means for per¬ 
petuating British interests in India. Charles 
Grant was first .sent to India in a military 
capacity in 1767 and later in ISOS, he became 
the chairman of the East India Company. 
He wrote his ‘Observations’ in the year 179Z 
In 1793, Cornwallis made the permanent set- 
tiement with zamindars of Bengal. The 
object of the work of Charles Grant was 
according to him, *80 enquiry into the means 
of remedying disorders, which have become 
thus inveterate in the state of society among 
our Asiatic subjects’. It may be noted that 
after the devastatin,' famine of 1770 the 
oppressed peasantry of Bengal rose in revolt 
particularly against the factors of the Com¬ 
pany in different parts of the coumry. There 
was a series of revolts like Sanya-si revolt, 
Gharui and Choar revolts in Midnapur, 
revolts of Samser Gaji in TVipura, Weavers 
revolt in Santipur, Chakma revolt in Chat- 


togram. Indigo revolt, revolts of sen- 
culturists and opium cultivators and many 
others.' It is in the context of such revolts 
that Cornwallis made the permanent settle¬ 
ment and Charles Grant envisaged his 
scheme of English education.^ 

For the continuance of British rule it was 
necessary to create a class of Indian allies. 
Grant considered, ‘The true cure of darkness 
is the introduction of light’. The ‘light' 
according to him was western knowledge 
through the medium of the language of the 
rulers. As for advantages of such a course 
he observed, “New views of duty as rational 
creatures would open upon them; and that 
mental bondage in which they have long 
been holden would gradually dissolve”.' 
According to him, ‘In every progressive step 
to this work, we .shall also serve the original 
design with which we visited India,, that 
design still so important to this country: the 
extension of our commerce... and wherever 
we may venture to say, our principles and 
language are introduce, our commerce will 
follow!* He further observed, ‘It would be 
extremely easy for government to establish 
at a moderate expense in various parts of 
the provinces, places of gratuitous instruc¬ 
tion in reading and writing English: 
multitudes, especially the young, would 
flock to them. The Hindoos would, in time 
become teachers of English themselves; and 
employment of our language in public 
business, for which every political reason 
remains in full force, would, in the course 
of another generation, make it very general 
throughout the country!' We will see how 
his forecast came to be true. 

Dievclyan even went further and according 
to Arther Mayhew, he ‘saw in English educa¬ 
tion the only possible means of converting 
what was at the time but a precarious into 
a permanent connection’. Mayhew quotes 
Trevelyan, ‘No effort of policy can prevent 
the nation from ultimately regaining their 
independence. English education will achieve 
by gradual reform what any other method 
will do by revolution. The nation will not 
rise against us because we shall stoop to raise 
them. We shall exchange profitable subjects 
for still more profitable allies... and 
establish a strict commercial union between 
the first manufacturing and the first produc¬ 
ing country in the world’.* 

Macaulay, the greatest architect of English 
education in India also held a similar view' 
in this regard. He said, "Ne must at present 
do our best to form a class who may be 
interpreters between us and the million 
whom we govern—a class of persons Indian 
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in blood and colour, but English in tastes, 
in opinions, in morals and in intellect’.^ It 
may be noted that Macaulay’s father was a 
friend of Grant and Macaulay was most 
likely influenced by Grant's observation. The 
und^iying meaning of Grant’s observations 
and Macaulay’s minute may be said to be 
identical." Macaulay was successful in 
implementing the scheme envisaged by 
Grant. As president of the General Commit¬ 
tee of Public Instruction he scored the 
crucial victory over orientalists in the debate 
between anglicists and orientalists which 
decided the course of future developments 
of education in Bengal and in India. 
Bentinck’s Resolution of March 7,183S pul 
the official seal in favour of English educa¬ 
tion as it was resolved ‘His lordship in coun¬ 
cil is of opinion that the great object of the 
British government ought to be the promo¬ 
tion of European literature and science 
among the natives of India; and that all 
funds appropriated for the purpose of 
education would be best employed on 
English education alone’.’* 

The family background of Macaulay and 
his political outlook is very important for 
understanding his efforts in regard to 
English education in India. T. B. Macaulay 
was born in October 1800. He was by birth 
a member of the new prosperous trading and 
banking middle class. According to Douglas 
Icrrold, ‘Their family fortune were founded 
largely on commerce, and the immense ex¬ 
pansion of trade and manufacturing in¬ 
dustry made them, as long as the franchise 
remained relatively restricted, extremely 
secured’."* In 1832 he became the secretary. 
Board of Control which looked after the af¬ 
fairs of Ea.st India Company. Macaulay 
represented the rising middle class. 

According to Palme Outt, ‘The new stage 
of industrial capitalist exploitation of India 
may thus be dated from 1813.’ He also 
observed that the Permanent Land Settle¬ 
ment and other administrative reforms 
initiated by Lord Cornwallis prepared the 
way for the new stage of exploitation by in¬ 
dustrial capital and also the social basis of 
British rule." It is in this socio-economic 
background that English education was 
introduced in India. 

Success of Macaulay however was depen¬ 
dent on a favourable response from bhadra- 
loks of Bengal and they did not fail to act 
their role in this regard. Hindu College had 
already been established. Hindu bhadtaloks 
of Calcutta took remarkable initiative and 
interest in founding the college. The famous 
Address by Rammohan Roy to Amherest in 
favour of English education strengthened the 
hands of anglicists mote than anything. 
There is no doubt that Hindu bhadtaloks of 
Bengal enthusiastically took to western 
education and culture in nineteenth century. 
About sixty-five English schools were 
established in Calcutta even prior to 1850.'^ 

In fact, Macaulay not only scored a vic¬ 
tory over his orientalist rivals in the General 
Committee of Public Instruction but also 
won the heart of Bengali bhadtaloks. The 
influence of Macaulay and other pro¬ 
pounders of English education on Bengali 


bhadtaloks will be evident from an obser¬ 
vation by Shibnath Shastri. He observed, 
‘The three gurus of young Bengal who initia¬ 
ted them, were Rammohan Roy, Derozio and 
Macaulay. They taught them to regard with 
esteem whatever was western and with con¬ 
tempt whatever eastern:*' As the father of 
‘nitration theory’ Macaulay safeguarded the 
educational interests of Bengali bhadtaloks 
and forestalled the cause of mass education 
in Bengal. Engli.vh education spread and 
there emerged a class of English educated 
landed gentry uprooted from the indigenous 
culture who in turn moulded and shaped an 
exclusive system of education in Bengal 
which is still in vogue. 

It is no wonder that the Bengali bhadralok 
or educated landed gentry were generally 
opposed to the peasant movement all 
through the 19th century. They condemned 
in no uncertain terms, the 1857 revolt and 
Santal revolt. A section of bhadralok surely 
helped the indigo cultivators in their legal 
battle against English factors who were 
forcing the peasants to cultivate indigo at 
the cost of their paddy cultivation. It may 
be noted that a section of British rulers also 
sympathised with the peasants. The charac¬ 
ter of indigo movement in the second half 
of 19th century was surely different from 
other peasant movements. Indigo cultivators 
never ro.se against British rule. The move¬ 
ment was generally led by big talukdars and 
also by some local zamindars and it was kept 
confined to the legal frame of British rule. 
There might have been sporadic violence but 
this never challenged British rule as such. In 
fact, till C'ur/.on challenged the claim of the 
bhadralok as to be the natural leaders of 
Indian society, they remained loyal to the 
British rule and only bargained for certain 
privileges in return. It was Curzon who 
made them realise the need for mobilising 
people's support even to secure their ex¬ 
clusive privileges. Bhadtaloks became wiser 
and ably played their role. In the following 
pages we will examine the role of bhadralok 
in shaping our system of education. 

DE.SPA1C H OF 1854 AND ENOLISH 
F.nUfATION 

It can rea.sonably be .said that even before 
the e.stablishmeiit of Calcutta University the 
system of English education had definitely 
taken root in Bengal. The Despatch of 1854 
by systematising English education reinforc¬ 
ed the process further though it envisaged 
a balance between English and vernacular 
education and encouraged primary educa¬ 
tion. If envisaged English in the higher 
department for the few; the vernacular for 
the many.*'* In practice, however, English 
education grew and vernacular education re¬ 
mained neglected as before. Establishment 
of Calcutta University, introduction of 
entrance examination and grant-in-aid 
system in fact, helped such a course of devel¬ 
opment. English was not only a major sub- 
.ect but also thc-medium of instruction at 
the University and at entrance levd. This had 
its influence on secondary and primary 
education as well. A modern system of ad¬ 
ministration and judiciary with English as 


the main language of communication had 
already been introduced. As a result English 
instruaion was eagerly sought after by 
bhadtaloks as the road to higher education 
and opening to employment. In fact, English 
education considered by the bhadraloks 
as the only vocational education available. 

The clientele of higher education deter¬ 
mined the position of English in school 
education. The Calcutta University Com¬ 
mission of 1917-19 observed, ‘The classes 
whose sons have filled the colleges to 
overflowing arc the middle or professional 
classes commonly known as the bhadralok; 
and it is their needs and their traditions 
which have more than any other cause, dic¬ 
tated the character of university development 
in Bengal!*' It was no wonder that ‘in 186a 
vernacular languages were excluded from the 
.subjects of examination for the first ex¬ 
amination in arts and the BA exami¬ 
nation’.**' And till the late twenties Bengali 
had hardly any place in Calcutta Universi¬ 
ty. The importance of English in higher 
education naturally influenced education at 
secondary and primary level. It was only 
natural that Ishwar Chandra Vidyasagar 
made English a compulsory subject in San¬ 
skrit College.*' He, however, considered 
that the students should not be allowed to 
commence English till they have acquired 
some proficiency in the Sanskrit language. 
Ishwar Chandra Vidya.sagar, who was in¬ 
strumental in establishing .several anglo- 
vcrnacular schools, tx>nsidered seven to eight 
years of English study sufficient for attain¬ 
ing proficiency in that language for the 
‘diligent' students. It is interesting to note 
that English had a pride of place in the cur¬ 
ricula of the school established by 
Vidyasagar at Birshingha, his ancestral 
home. This is the correct indicator for 
understanding the attitudes of bhadralok 
vernacularists towards English education. 
Who else was a more effective protagonist 
of vernacular education than Vidyasagar? 
In fact, the founders of Anglo-vernacular 
schools considered that English teaching 
ought to commence after the students acqui¬ 
red certain proficiency in the mother-tongue. 
Gourikanta Bhattacharya was perhaps the 
first Bengali who propounded such a view 
in 1847.*** But the clienteles of English 
education did not pay any heed to the 
pedagogical considerations. It is interesting 
to note that by popular demand English was 
introduced in Hindu college Pauihsalla and 
Arpuly school which were originally design¬ 
ed to be purely vernacular schools. Tbtt- 
wabfxihini paihsala of Debendranath Thgore 
which was claimed by scholars as the first 
national school, also imparted English in¬ 
struction right from the beginning.'* It is 
all the more interesting to note that even at 
Siksha-satra, which was founded by Rabin¬ 
dranath Ikgore for educating poor village 
children, English was taught right from the 
beginning. 

There is no doubt that the colonial power 
introduced English education but the in¬ 
itiative for the spread of English education 
came from Indian elites particularly Bengali 
bhadraloks. The system of grant-in-aid in- 
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troduced after the Despatch of 1854 was a 
boon to them in this regard. There grew a 
large number of private Anglo-vernacular 
schools aided by government; English in 
most cases, particularly at the higher classes, 
was the medium of instruction and a major 
subject. Vernacular was also taught in those 
schools but only a.s a minor subject in com¬ 
parison to English. In fact, bhadraloks 
resisted any shift in the policy initiated by 
Macaulay. The stoim over Mayo and Camp¬ 
bell's educational policy of shifting the em¬ 
phasis from English education to vernacu¬ 
lar mass education is a case in example. 
Mayo wanted to stop aiding higher English 
education and divert the government fund 
for the spread of three ‘r* schools in villages. 
The vocal bhadraloks of Bengal raised a hue 
and cry against such a government policy 
and oigani.sed protest meetings all over the 
country.^ Rajendralal Mitra, a renowned 
scholar ot the time, voiced the true sen¬ 
timents of bhadraloks in this regard in his 
address at the meeting to protest against 
Mayo and Campbell’s policy, organised by 
bhadraloks in the town hall of Calcutta on 
July 2, 1870. He observed, 'No Hindu in 
Bengal would for a moment wish to .see our 
present government changed. On the whole 
India never had a government so good in the 
whole course of her history; and if the 
government is to last the neces.sity for lear¬ 
ning English will always continue, even after 
the Bengali is rendered as perfect as the 
English. According to him to give up 
English is to commit 'intellectual suicide'. It 
is in this historical context that we should 
examine the position of English in our 
education system. 

ENGLISH AND THE BHADRAIDK 

In fact, bhadraloks always reacted in the 
same way as they did against Mayo's policy 
of mass education, whenever there was any 
shift in the education policy introduced by 
Macaulay. After Mayo it was Curzon who 
took up the cause of vernacular primary 
education with some seriousness. Like Mayo 
he also failed in bringing any change in the 
system of education. Curzon did not ap¬ 
prove of giving English instruction before 
the children mastered their own language. 
English had no place in his scheme of 
primary education. It was no wonder that 
Alexander Pedler's vernacular curriculum 
which envisaged that ‘all subjects (were) to 
be taught in Bengali till the fifth class, and 
English was not to be taught till then’, evoked 
so much protests in Bengal.^ In fact, with¬ 
drawal of English from the primary course 
was generally considered by bhadraloks (to 
whom primary education was only a step 
towards higher education) as 'the annihila¬ 
tion of education'. 

The recent agitation in W;st Bengal 
against the withdrawal of English at the 
primary level only shows that the same sen¬ 
timent in favour of English still prevails. It 
is no wonder either that the scheme of bifur¬ 
cation of secondary education as was en¬ 
visaged by Curzon also met with the same 
fate He envisaged a vocational course 
ofsecondary education which would be pure¬ 


ly vernacular and truly terminal for those 
who could not go for higher education, and 
a general course leading to general educa¬ 
tion for others. But vocational education as 
an alternative to cultural or liberal educa¬ 
tion was never appreciated by the bhadraloks 
and the scheme failed as the dual system of 
primary education failed. It may be noted 
that the vocational course at the secondary 
level never attracted many students. The 
reason is those who participate at the secon¬ 
dary education level generally come from the 
upper and middle classes. They are not in¬ 
terested in jobs or professions requiring 
manual labour. One has to understand this 
simple truth. 

Bhadraloks attached so much value to the 
English system of education because it was 
supposed to open the toad to white collar 
jobs. The service sector gradually being over¬ 
stocked, the value was supposed to have dim¬ 
inished by the turn of the century." But on 
the contrary, the importance of English only 
increased as the competition for white col¬ 
lar jobs stiffened. It is interesting to note that 
in a similar way importance of English grew 
when in late 30s of the present century 
Bengali was introduced as the medium of 
instruction in the secondary schools in lieu 
of English. 

However, the seriousness of the problem 
of unemployment among educated middle 
class, particularly in the context of ntension 
of political awakening in Bengal during the 
early period of this century alarmed the col¬ 
onial power. The drift of educated boys from 
the villages to the town was still continuing 
though the conditions which gave rise to it 
were rapidly changing. Government, it ap¬ 
pears, felt much concerned about it. Cur¬ 
zon wanted to bring in a change in the ex¬ 
isting single track system of education which 
was too literary and dominated by English. 
He emphasised education of a more prac¬ 
tical character and planned bifurcation of 
courses at the secondary level so as to enable 
boys to study practical subjects instead of 
ordinary literary courses.^ Such a course of 
development was expected to check the over¬ 
dominance of English in school education. 
The dominance of English in schod educa¬ 
tion, however, continued unabated in spite 
of occasional government efforts to check 
it during the pre-independence period. 

The management of school education was 
predominantly in private hands during the 
colonial period, which meant domination of 
upper and middle classes. These classes were 
least interested in the bifurcation of secon¬ 
dary course as they still considered service 
and profession to be the only respectable 
vocation. English education was considered 
by them as the only vocational education. 
In fact, education to them denoted English 
education, and as such no deviation from 
the beaten track was conceivable. The 
general belief was that the earlier a ‘student 
started learning English, greater would be 
his prondency in that ianguagd During the 
period of diarchy (1921-37) the established 
practice was to teach English right from the 
beginning at the primary level. This was in 
spite of the fact that the irrationality of an 


EngHsh-oriented complete and uniform 
system of education leading to higher 
genera! education had already become ap¬ 
parent and had already been taken 
cognisance of by different government agen¬ 
cies and many educationists. 

The Indian University Commission noted 
in 1902, 'boys begin to learn English as a 
language, and also learn other subjects 
through the medium of English, long before 
they are capable of understanding it, and in 
the lower classes ate taught by ill-paid 
teachers, who have no claim to be regarded 
as qualified to teach the language*." The 
commission opined, ‘Wr therefore venture 
to express our opinion that it is desirable that 
the study of English should not be permit¬ 
ted to begin till a boy can be expected to 
understand what is being taught in that 
language*." A government resolution of 
1904 went even further, it stated, ‘It is true 
that the commercial value which a 
knowledge of English commands, and the 
fact that the final examination of the high 
schoois are conducted in English, cause the 
secondary schoois toi be subjected to a cer¬ 
tain pressure to introduce prematurely both 
the teaching as a languiqse and its use as the 
medium of instruction, while for the same 
reasons the study of the vernacular in these 
schools is liable to be thrust into the 
background. This tendency however requires 
to be corrected in the interest of sound 
education. As a general rule a child should 
not be allowed to learn English as a language 
until he has made some progress in the 
primary stage of instruction and has received 
a thorough grounding in his mother-tongue 
It is equally important that when the 
teaching of English has begun i) should not 
be prematurely employed as the medium of 
instruction in other subjects.The govern¬ 
ment of India resolution of 1913 observed 
that 'There is much evidence to the effect 
that scholars who have been through a com¬ 
plete vernacular course are exceptionally ef¬ 
ficient mentally*. ‘It recommended for intro¬ 
ducing special classes in secondary English 
schools for scholars who had been through 
the whole course at a vernacular continua¬ 
tion school;" 

The harmful effect of the excessive use of 
English in school education also drew the 
attention of many educationists and na¬ 
tionalists. in the late nineteenth century 
Haraprasad Shastri, Gooroo Das Banerjee; 
Rabindranath Ihgore and Lokendraiuth 
Palit strongly advocated the vernacular as 
the medium of instruction. Reports of the 
Hartog Committee in the year 1929 and 
Wood-Abbot Committee of 1937 also ad¬ 
vocated the vernacular as the medium of in¬ 
struction in school education. There were, 
however, very little difference of opinion in 
regard to the place of English as a mgjor 
subject in school education. During the first 
quarter of the present century quite a 
number of articles were publish^ ^ emi¬ 
nent Bengali intellectuals like Naiesh Chan¬ 
dra Sengupta, Jogesh Chandra Dutta an'' 
Debaprasad Sarbadhikari expressing their 
views in this regard. They mote or less held 
similar views. Thoe were dissenting views 
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also. Bengali magazine^ PnbasM edited by 
Romananda Chatterjee^ however, strongly 
opined in favour of introducing English at 
the primary level It even advised the govem- 
ment to give up its ‘trusade against 
English'.^ However, the clientele which was 
predominantly composed of bhadraloks, 
determined the course of development and 
English almost universally continued to be 
utught at tlw primary levd. The situation did 
not change in ai^ considerable way even 
during the period of provincial autonomy. 

It is interesting to note that government 
resolutions of 193S and 1937 stipulated a 
purely vernacular dementary education ter¬ 
minating at the middle vernacular stage on 
the one hand and a course of English- 
oriented primary education leading to the 
matriculation examination. It may be 
remembered that such a dual syston of 
primary education was in existence during 
the time of Education Commission of India 
1882, and in course of time tended to con¬ 
verge into a uniform system. It was futile to 
revive the old discarded system with 
superfluous changes. It was no wonder that 
in 1938, the number of middle vernacular 
schools in Bengal was only S4 and the 
number was gradually dwindling while the 
number of middle En^sh schools was grow¬ 
ing rapidly." In fact, English had already 
become a regular subject in the primiuy 
course and continued to be so in spite of the 
strong contrary views expressed by many na¬ 
tionalists including Gandhi. 

In 1937 Gandhi published his views on 
basic education in a series of article in Hari- 
jan. English had no place in his scheme of 
ba.sic education. Central Advisory Board of 
Education also endorsed the view of War- 
dha Committee in regard to the place of 
English at the primary level It is interesting 
to note that Bengali bhadraloks in general 
disapproved Gandhi’s concept of 'education 
through a profit yielding vocation’ and 
through mother-tongue without English. 
Since 1936 the place of English in school 
education had been a major topic of discus¬ 
sion. Eminent personalities including Rabin- 
dianath Ikgore expressed their views against 
excessive use of English in school education 
and the evil effect of such a course, during 
the educational week in 1936. Ross Masood 
in a lecture delivered in the senate house on 
February 7, 1936, stated, ‘Those that plann¬ 
ed our present system of education seem to 
have bMn unconsciously guilty of practis¬ 
ing in our country that they would not have 
been allowed even to preach in their own. 
They paid no heed to the axiom that it is 
one’s mother-tongue that one understands 
most easily, and that consequently, if know¬ 
ledge has to be conveyed rapidly to ai^ one; 
it is his mother-tongue that should idways 
be employed for the purpose. It is pathetic, 
though nevertheless true; that ours is the on¬ 
ly country in the world where it is still found 
necessary to draw the attention even of those 
connect^ with education work to the truth 
of this axiom: He further observed that 
English education gave birth to 'yet another 
caste consisting of those thm fmd themselves 
unable to express their thoughts adequately 


in aiQ' language of their countty’." 

Suniti Kuinar Chatterjec; the celebrated 
bnguist, in his lecture on the same occasion 
^so held similar views. According to him, 
‘Concentration of education in English has 
created an English knowing caste which is 
cut off from the rest of the people. The 
benefit of education could not filter down 
to the masses because it was ail sealed in a 
forei^ language.' In regard to English 
teaching at an early stage he observed, ‘But 
I think that too early application for the ac¬ 
quirement of English has been injurious, on 
the whole, for the intellectual life of our 
students. I think the opinion has been 
definitely expressed by those who have 
studied the question that bilingualism ear¬ 
ly in life is bad-it arrests normal mental 
growth’. He was of the opinion that ac¬ 
quirement of a foreign tongue became easier 
when it was taken up in due course after the 
acquirement of some proficiency in mother- 
tongue. He stated, ‘I have found in England 
young Vbgoslav and Rumanian and Russian 
students trained in their own language, with 
just a smattering of French or German and 
Latin, and no knowledge of English, pick 
up enough English in three months to be 
able to attend their class lectures in English, 
and generally to carry on their daily life in 
England. What has l^n true of continen- 
uil European student: can be expected to be 
true of our students also.’" It may be 
noted in this connection that the theory that 
it is possible to use foreign medium and to 
teach foreign language at the earliest age was 
disputed by Calcutta University Commission 
as not being universally applicable a proposi¬ 
tion. The argument in favour of such a 
theory was based mainly on the fact that 
children in a foreign country pick up the 
language of the country at an early age The 
commission observed, ‘But whereas in a 
foreign country a child is surrounded by 
others who speak the language of the coun¬ 
try, in a class room he is surrounded by 
others who, with exception; it is a case of 
one person teaching many not many 
teaching one..:” 

Rabindranath Thgore in an article 
ShiksharSwangikaran, which was included 
in the Bengol Educational Week, wrote, ‘In 
education mother-tongue is the breast milk. 
Long ago I said this very simple and univer¬ 
sally recognised words and again I repeat 
them. At that time unpleasant were these 
words in the ear of those who were under 
the spdl of English education; if these words 
still fail to evoke any response I believe; there 
will be no dearth of people to repeat them 
again and again.’” True, there was no 
dearth of people to repeat them again and 
again. But unfortunately very few educated 
Indians paid any heed to them. On the oc¬ 
casion of the All Bengal Tfeachers’ Con¬ 
ference held at Jalpaiguri in 1937 many 
speakers like the famous headmasters Hem 
Chandra Sen and Jatindra Mohan 
Chowdhury, expressed similar views.” But 
English continued to be taught right from 
the very beginning at the primary level. 

By this time, however, one signifiewt step 
was taken in regard to the medium of 


Instruction at the matriculation level. The 
new matriculation regulation allowed 
students to answer subjects except English 
and Mathematics in the mother-tongue; 
Calcutta University Commission of 1917-19 
took note of the evil effect of the forrign 
medium at school level and recommended 
a change Depositions made by different per- 
sonalitits before the Calcutta University 
Commission indicated marginal change in 
the public opinion in this regard. In response 
to a question whether the matriculation ex¬ 
amination should be conducted in English 
in all subjects except in vernacular, major¬ 
ity of the respondents opined that the 
matriculation examination should be con¬ 
ducted in the vernacular. There was, however, 
a strong opinion in favour of retaining 
English as the sole medium. Of the 300 
respondents 171 favoured vernacular as the 
medium while 123 of them answered in 
favour of the existing arrangement." It is 
interesting to note that most of the 
respondents who favoured vernacular as tlje 
medium of instruction, were strongly of the 
opinion that English should be a highly im¬ 
portant subject in school education. It is all 
the mote interesting to note that the over¬ 
whelming majority of the respondents nuun- 
tained that English should remain as the 
medium in higher education above school 
level.” 

In an enquiry conducted by Calcutta 
University Commission it was found that the 
great mqjority in matriculation classes opted 
for joining government services or profes¬ 
sions like law and medicine. ‘A university 
certificate wa.*; a sine-qua-non for qualify¬ 
ing oneself for government or private ser¬ 
vice.’” English was still the main plank of 
education and the commercial value of 
English grew as the service sector shrank and 
competition became stiffer. It was feared by 
many including some of those who favoured 
vernacular as the medium that such a change 
in the medium might lower the standard of 
matriculation English. Such a fear led many 
educationists to put more importance on 
English teaching at school level. Kamlakanta 
Mukherjee, lecturer in education, Calcutta 
University, voiced the true sentiment of 
Bengali bhadraloks in this regard. On the 
occasion of All Bengal Ibachers’ Conference 
held in Jalpaiguri in 1937, he noted, ‘Accor¬ 
ding to the new matriculation regulations, 
our boys are expected to receive a sound ver¬ 
nacular education. The quality of teaching 
English automatically ought to be definite¬ 
ly very much higher than now to prevent the 
standard of matriculation English from be¬ 
ing lowered. Hence we want our boys in the 
middle schools, too to have a thorough 
grounding in English so that they may not 
be deficient in this subject at the high stage. 
It logically follows therefore; that we should 
not reduce the M E Schools to the standard 
of middle vernacular but we can indeed 
modify and improve their curricula.'” 
Mukherjee strongly opposed the government 
efforts for reviving middle vernacular 
schools. According to him The number of 
M V schools has been dwindling; and the 
government prescribe for the best intetest of 
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the province the revival of these schools and 
contend that these will give a rural bias and 
make the youths village minded. Against this 
we might point out that if rural bias implies 
the entire denial of English education and 
narrowing down the general outlook of boys, 
we strongly object to it.’ He asks, ‘What 
careers of large usefulness will be open to 
youth equipped with primary or middle ver¬ 
nacular education?’ He further observed, 
‘The new wine of English will not turn their 
heads as wrongly supposed. On the contrary, 
deprived of the knowledge of English quite 
a large number of people will be cut off from 
the currents of modern life:’^ We could not 
check the temptation of quoting him elab¬ 
orately as the quotations are revealing. 
Mukherjee became the head and dean of the 
department ol education. University of Cal¬ 
cutta. His opinion and outlook is therefore 
very important. 

One may find similar arguments in the 
speeches and writings of the present day 
protagonists of English education. It was no 
wonder that the new matriculation regula¬ 
tion made provision for 2'/r papers for 
English but 2 papers for Bengali. English re¬ 
tained the pride of place in school curricula. 
In the timetables of secondary schools, 12 
periods were generally allotted for English 
teaching while only 6 periods were allotted 
for Bengali. In primary schools it was the 
general practice to commence English 
teaching right from the beginning. Bauticipa- 
tion of the labouring classes in such a system 
of education was beyond question. In fact, 
English liberal education, however, ap¬ 
propriate for t he leisured class was limited 
to the urban gentry and a .small coterie of 
rural elites, mainly the zamindars and some 
other privileged people of the higher castes. 
It is interesting to note that only 35.09 per 
cent of university and college students came 
from rural areas in 1950-51.*' It was an ex¬ 
clusive .system of education. Certain changes 
surely took place after independence. But it 
was a change from an exclusive system to a 
segregative system of education. 

EN(’,I ISH EOUCATION AITI:R 
lNt)HI'lNI)|-NC'B 

After independence there developed a 
three tier system; few at the top with elite 
English schooling, a large group of neo-elites 
in the middle having education in ordinary 
schools with regional language as the 
medium and’the vast majority of illiterate 
labouring people at the bottom. It is evident 
that a segregative system of education grew 
in accordance with the social differentiation 
and political development since 
independence.*^ 

It is interesting to note that abolition of 
English as the medium of instruction af¬ 
fected the position of English as a subject 
in .school education in a reverse way. The fear 
that abolition of English as the medium of 
instruction is likely to lower the standard of 
English in schools led to a greater emphasis 
on teaching English as a subject. 
Theoretically, English was relegated to .se¬ 
cond position next to regional language in 
schtHsI education, but for all practical pur¬ 


poses it got the treatment of first language 
and retained its pride of place. English was 
still considered by bhadraloks as essential 
to a complete education as arithmetic. The 
quality of a candidate for a salaried post in 
administration, in trade and commerce or 
in professional world was generally deter¬ 
mined by the quality of the candidates Eng¬ 
lish. The proficiency in mathematics or in 
any other subject relevant for the post might 
as welt be taken into consideration but the 
candidate’s quality of English was likeiy to 
determine his fate ultimately. The lowering 
of the standard of university degree was also 
partially responsible for such a course of 
development. A university certificate was on¬ 
ly the passport which allowed one to be a 
candidate for certain jobs or for appearing 
in entrance examinations for higher profes¬ 
sional training but English was the visa 
which allowed them entry. 

Even after independence English con¬ 
tinued to be an integral part of our educa¬ 
tion system. What is more, the demand for 
the study of English increased considerably. 
Humayun Kabir, who became a minister in 
charge of education, wrote in 1956, ‘It may 
appear a little surprising but is nevertheless 
a fact that there has been an increase in the 
demand for the study of English since in¬ 
dependence’.*^ There was a spurt in 
mushroom growth of English medium 
schools. In fact, the commercial value of 
English grew more after independence as 
higher administrative and managerial posts 
were thrown open to Indians. In fact, in In¬ 
dia the professional and service sector grew 
considerably during the early years of 
independence but competition for jobs also 
became stiffen There is no doubt, that dur¬ 
ing the early years of independence school 
and collegiate education spread rapidly. The 
number of candidates for school leaving ex¬ 
aminations'rose phenomenally during the 
late fifties and early sixties. The job market 
was crowded with candidates holding univer¬ 
sity certificates. 

.Some other factors were also responsible 
for the growth of importance of English. 
The nationalist sentiment against English as 
the language of foreign rulers was waning 
after independence. It was also feared by the 
non-Hindi speaking population of India 
that Hindi might take the place of English 
and as a result they were likely to be put in 
a di.sadvantageous position vis-a-vis Hindi 
speaking population particularly, in com¬ 
petitive services. On the other hand, after 
the great war a tendency to consider 
bilingualism as a means for fostering inter¬ 
national understanding was gaining ground 
particularly, among a section of educa¬ 
tionists. in the International Meeting of Ex¬ 
perts in 1962, the idea was mooted that a 
foreign language could be gainfully intro¬ 
duced even at the primary level for develop¬ 
ing bilingualism and broadening the outlook 
of the growing child. The meeting at the 
same time noted. In some countries the ma¬ 
jor educational problem is still simply to give 
a minimum literacy to as many of its citizens 
as possible. Under such circumstances the 
introduction of a second language may ap¬ 


pear an impossibility or even a ‘luxury’. 
Again there will be practical difficulties of 
all kind; for example in most countries fin¬ 
ding a sufficient number of competeni 
teachers will be a limiting factod’** 

The question of introducing more than 
one language at the early stage of education 
in fact, is an old one. The International 
Meeting of Experts only raised this old ques¬ 
tion and perhaps, without opening any new 
dimension of the question. Regarding the 
feasibility of introducing more than one 
language at the primary level it noted, ‘that 
it is possible for whole populations, in¬ 
cluding the less intelligent, to acquire two 
or more languages, almost without effort, 
provided they grow up for a sufficient time 
in a multilingual milieu’.*^ Most of our 
children however do not grow up in a multi¬ 
lingual milieu nor is it practicable to cregte 
such a milieu in our rural primary schools. 
It may be noted that the Calcutta Universi¬ 
ty Commission discussed the question and 
could not accept the idea of using a foreign 
medium and teaching a foreign language at 
the earliest age as an universally applicable 
proposition.**' The International Meeting, 
however, failed to take note of the fact that 
the predominance of a foreign language in 
school education in former colonial coun¬ 
tries like ours, caused a hindrance to the 
spread of education and divided the socie¬ 
ty by creating a ‘new caste’ composed of peo¬ 
ple educated in a foreign language. Besides, 
it has not been conclusively proved as yet 
that the introduction of a foreign language 
at an early stage is a sound policy from the 
educational point of view. 

History tells us rather a different story. In 
1937, the Report on Vocational Education 
in India examined the position of English 
in school education. It noted, ‘that many 
parents demand it thus because of the social 
and economic value of a knowledge of the 
language which is current in the higher 
ranges of government services and business. 
An examination of the time tables for boys 
between 10 and 14 who are learning English, 
in the provinces which we visited, reveals the 
fact that in many schools more than half the 
total number of teaching periods of the week 
are devoted to linguistic studies. In our view 
no social or economic consideration can 
justify such misuse of educational oppor¬ 
tunity.’*’ It protested against an excess of 
language teaching at this early stage and 
made revealing observation in regard to the 
middle vernacular education. It stated, 'If, 
we arc told, middle vernacular rural sdiools 
are dying out "to give place to anglo- 
vernacular schools it is a sign of something 
very wrong with educational policy. For we 
have been told on several occasions that, in 
general, the village boys whose school days 
have not been hampered by the grind of 
learning English are more alive at the end 
of the middle stage, that is to say they are 
better educated, than their fellows of the 
same age in the anglo-vernacular school.’** 
The course of development however was not 
determined by the educational consideration 
but by the aspirations and attitudes of the 
clientele. It was no wonder that by 1947. 
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^ijdle vemicular ichools virtually withered 
nhilc middle English schools flourished. 

\fter ind^endence several committees 
and commissions were instituted in India to 
studv the problems of education. Almost aU 
ol them dealt with the question of the place 
ot Hnglish in our system of education. The 
University Education Commission of 1949, 
noted the evil effect of excessive use of 
English and stated. ‘Use of English as such 
do ides the people into two nations, the few 
«ho govern and the many who ate govern¬ 
ed. the one unable to talk the language of 
other, and mutually uncomprehending. This 
is, negation of democrac:^^’ It, however, 
rk'ommended that ‘English be studied in 
high schools and in the universities in order 
that we may keep in touch with the living 
stream of ever-growing knowledge^.’® The 
t«o nation phenomenon was also noted by 
earlier commissions and educationists like 
Ross Masood and Suniti Kumar Chatterjee. 
But more important is that the governed 
kmk at the governing tuition as superior and 
internalise a sense of inferiority, lb think of 
national integration in such a situation is like 
living in fool’s paradise. In fact, in India and 
perhaps in many other third world countries, 
one nation is always being developed while 
the other is always being down-graded. 

The government of West Bengal instituted 
a commission for ‘Reotganisation of School 
Education' in 1949. The most urgent ques¬ 
tion before the committee was naturally that 
of adopting a system of universal and free 
primary education which it was felt, should 
not be postponed any longer. The commit¬ 
tee was headed by the then education 
minister Harendranath Roy Chowdhury and 
included a large number of educationists. It 
decided that ‘English should not be taught 
in the primary classes (l-V)’.'* Accordingly, 
an attem.it was made to abolish English but 
because of the pressure from the parents 
English teaching was allowed to commence 
liom class 111 of primary .schools. In fact, 
the standard of a primary school was 
generally judged by the standard of English 
taught in that school. In elite schools the 
number of periods allotted for English 
teaching was always more than that for any 
other subjects. 

In 1953, the conference of professors of 
Inglish held in Delhi recommended that, 
English should be taught as a compulsory 
subject for a period of six years at the secon- 
<lar> stage’,which by implication endors¬ 
ed the view that teaching of English should 
not commence before class VI. The Secon¬ 
dary Education Commission also recom¬ 
mended that. ‘English and Hindi should be 
introduced at the end of Junior Basic stage, 
suh|cct to the principle that no two 
lat'.guages should be intr^uced at the same 
yea Report of the Education Commis¬ 
sion of 1964-66, observed, ‘at the primary 
stage, language learning can be a big burden 
on a child if it is imposed; and such imposi- 
tion can vitiate his entire attitude towards 
his studies and may generate hostility to the 
school itself. This would indeed be a tragedy 
1 at .1 time when our chief objective is to win 
the masses over to education’.*^ The com- 


missron firmly held that. ‘The teaching of 
English should ordinarily not begin earlier 
than class V after adequate command has 
been acquired over the mother tongue. The 
introduction of the study of English earlier 
than class V is educationally unsoundl^' 

One can cite many more evidences in 
favour of abolishing English at the primary 
level and of lessening the burden of English 
at the SKondary Ics-el. There is however no 
unanimity in regard to the medium of in¬ 
struction at the higher level of education. 
There is a strong opinion in favour of re¬ 
taining the importance of English at the 
higher level of education. It appears rather, 
that the political and educational elites 
including Jawaharlal Nehru, preferred re¬ 
taining the importance of English at the 
higher level of education. They were even in 
favour of English as the medium at the 
higher level.’*’ There was an inherent con¬ 
tradiction in the educational policy pursued 
by the Indian government. History shows 
that importance of English could never be 
reduced at the lower level of education while 
retaining its pride of place at the higher level 
of education and in commercial and ad¬ 
ministrative sphere. In fact, an attempt was 
made in West Bengal for reducing the im¬ 
portance of English in the educational 
sphere without taking into consideration its 
importance in the social and economic 
sphere. The attempt failed as usual.One 
rea.son for the mushroom growth of English 
medium schools and the cra/e among 
bhadraloks for admitting their childien in 
those English schools in West Bengal in re¬ 
cent peri^ is due to the lowering of the stan¬ 
dard of English at the school level. At least 
bhadraloks of West Bengal nur-sed such an 
impression. 

It is after 24 years of the Report of the 
School Education Committee of 1950, that 
the government of West Bengal considered 
it necessary to constitute another commit¬ 
tee for ‘modernising and remodelling 
primary education so as to make it life- 
centric’. This committee however did not 
function till 1977. In 1977, the committee 
was expanded and revived It recoinmcnd- 
ed abolishing English at the primary level 
of education. The West Bengal government 
accepted the recommendation and acted ac¬ 
cordingly. It abolished English at the 
primary level and trimmed the English 
syllabus by shedding much of its load at the 
secondary level of education. The aim of 
teaching English at the .secondary level was 
determined as l o attain a work ing knowledge 
of the language. English as second language 
was reduced to only one paper of 100 marks 
at the secondary level instead of 2 W papers 
as was the case in inairieulation course. At 
the higher .secondary level however there are 
two papers of 100 marks each. Impoiiancc 
of English has also been reduced at the 
degree level by making language study ’com¬ 
pulsory optional' meaning that the students 
will have the option to choose any one 
language as an examination subject. The 
result of the language paper will not be taken 
into account for passing the degree course 
but marks obtained in excess of 20 will be 


added to the aggregate marks of the 
students. A student now can get the graduate 
degree without having English in the degree 
course and can get post graduate degree in 
a social science subject answering questions 
in the mother-tongue: 

This created a storm. The bhadraloks of 
Calcutta became so agitated that they laun¬ 
ched a protest movement against these 
measures particularly, against the abolition 
of English at the primary level.’" The 
character of this recent movement was 
basically the same as that of the agitation 
during 70s of the last century against Camp¬ 
bell’s policy of mass education, though the 
issues were different. However, the West 
Bengal government could not wholly with¬ 
stand the pressure of the movement. It took 
a face saving stand by not universally enfor¬ 
cing the government order of abolishing 
English at the primary level. In fact, the 
government order in this regard was more 
violated than abided and the government 
preferred not to sec it. This only proves the 
grip the vocal bhadraloks hold on the en¬ 
tire power structure, and on the system of 
education. 

However, the urban gentry called 
bhadralok, and a section of rural neo-rich 
became alarmed as they felt that their age- 
old privileges were being challenged. It can 
reasonably be argued that such a feeling 
made them more crazy about English educa¬ 
tion. There was a big rash for English educa¬ 
tion. The bias in the method used for testing 
for admission in the pre.stigious courses in 
engineering, medicine, management and for 
higher classes of jobs is only natural in such 
a situation. It may be noted that it is not 
only in ilTs or IIMs, even in premier col¬ 
leges of general education like Presidency 
College of Calcutta, students from English 
schools predominate.’’* There is no doubt, 
English has become the surest instrument for 
securing and consolidating the pi ivileges of 
the different elite groups in India. It is not 
the educational consideration perse, but the 
social and political pressures which deter¬ 
mine the course of educational development. 
The new education policy adopted by the 
Indian government is likely to help the elites 
to consolidate their position further. The In¬ 
dian power structure is composed of dif¬ 
ferent ruling classes. It is interesting to note 
that farmers grew in number in successive 
parliaments and composed the laigcst single 
group ill the last foui parliaments. A com¬ 
promise ot educational interests of the dif¬ 
ferent ruling classes is reflected in the new 
education policy. Till recently, English public 
schools were confined in the urban areas on¬ 
ly. The so-callcd Navoday schools will ex¬ 
tend the opportunity of English schooling 
in the rural areas, to cater the needs of the 
rural neo-eliics.*"' 

It IS no wonder that when Curzon parti¬ 
tioned Bengal and declared it to be a ’settl¬ 
ed fact': bhadraloks of Bengal rose to the 
occasion, created a Swadeshi Movement 
against the partition and ‘unsettled the settl¬ 
ed fact’; but when Macaulay introduced 
English education and partitioned our socie¬ 
ty by creating a new caste of English 


Economic and Political Weekly May 28, 1988 


1129 



eduo^ gentry, Bengali bhadraloks hailed 
it and by doing so helped perpMuating the 
division. There was no Swadeshi Movement 
for unsettling the settled fact of Macaulay. 
Surendnuiath Banerjee, who retorted against 
Curzon saying, ‘We will unsettle the settled 
fact’ condemned the education policy of 
Mayo as retrograde and described Camp¬ 
bell’s educational measures as regular raid 
against the colleges of Bengal, in a lecture 
deliveted at the thirty-fifth Hare anniversary 
in 1878.*' May God Bless English Educa¬ 
tion and Bengal Renaissance! 
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The Sarkaria Commission's Perspective 

An Appraisal 

Ainal Ray 

While the voluminous report of the Sarkaria Commission covers all areas of centre-state relations, the limited 
perspective seems to have denied a wider understanding of several critical issues. The recommendations, therefore, 
are unlikely to provide a firm basis for building a new consensus, reconciling the confliciting views on how India 
should be governed in her federal setting. 


THE report of the Sarkaria Commission, 
which was lecently submitted to the union 
government, consists of S4S pages plus eight 
appendices. It seems to have covered all areas 
of centre-state relations including mass 
media. However, structural reforms recom¬ 
mended by it are not many. Only a few con¬ 
stitutional amendments have been recom¬ 
mended, the major thrust of which is 
oriented towards mitigating some of the 
grave distortions which have arisen within 
the federal system. In sections 4.16.03 and 
6.8.08 of the report, for instance, amend¬ 
ments have been recommended to ensure ef¬ 
fective consultation with the state chief 
minister in the selection of governor and to 
prevent improper use of Article 356 respec¬ 
tively. Seeing the current stale of mind of 
the rulers of New Ctelhi, however, it seems 
unlikely that efforts in this direction will 
really be made. Indications are that the rul¬ 
ing elites in the national capital have decided 
to opt for a further centralised and hege¬ 
monic system of government. The placement 
of the persons, who have recently been too 
much involved in Congress!]) politics, in the 
gubernatorial position, especially in the 
oppos'tion-rulcd states and the recent S9th 
constitutional amendment endowing the 
centre with power to impose a state of 
emergency to control internal disturbances 
in Punjab, are instances to the point. 

The principal aim of this paper is to 
understand the perspective of the commis¬ 
sion. Although chapter 1 is devoted to its 
basic formulation, it is spread thinly all over 
the report. The commi.ssion rightly says that 
“for a proper appreciation of the problems 
and issues that have arisen in the working 
of union-state arrangements in the past 37 
vrars, it is necessary to examine briefly the 
historical processes which influenced the 
framing of the constitution, the union 
envisaged by it, the subsequent socio¬ 
economic and political developments in¬ 
cluding the divergence between its principle 
and practice and its cause.s.' This .sort of 
. appraisal is, however, important insofar as 
this enables us to raise critical i.ssues and to 
provide appropriate responses. Viewed in the 
context of the recent debate on Indian 
federalism, the important criticial questions 
arc the following. Firstly, what sort of 
historical factors shaped the formulation of 
the normative framework of India’s federal 
constitution, and whether the framework 
was an appropriate one? Secondly, since 
then, what changes in India’s politics and 


economy have taken place, and in what 
manner these have affected the working 
structure of centre-state relations? And, 
thirdly what type ot change and adjustment 
in the institutions as well as in the practices 
of Indian federalism is necessary for mitiga¬ 
ting the second-generation strain?* Inciden¬ 
tally it may be me.niioned that in the I960,s 
and i970s. questions almost similar to ours, 
faced the Canadian federal system, and the 
country had to opt for a comprehensive 
amendment, christened the Constitution 
Act, 1982. 

Chapter 1 of the report, which seeks to 
provide a perspective, contains four sections. 
The fir^t section gives a short historical 
background. I'he second section analyses the 
nature of India’s federation. Section 3 seeks 
to survey the socio-economic and political 
changes, while .section 4 identities the major 
issues in centre-state relations. 

The first section piovidcs a short historical 
setting for understanding the natum of 
India’s federal system. The principal 
historical facts, the various attempts at 
constitution-making in British India, the 
partition and other contemporary events and 
the overall approach of the constitution- 
makers are presented in a summary and 
.somewhat disjointed fashion. There is no 
serious attempt to probe why a colonial 
legislation, the Government of India Act 
1935, was the most impoitant frame of 
reference for constitution-making in tree 
India, espccialy in regard to its mo.st impor¬ 
tant segments such as centre-state rclalion.s. 
It may be recalled that the federal scheme 
as provided by this Ad. came in for the most 
trenchant criticism at the hands of the C on- 
grc,s.s. However, the federal system as it 
emerged from the conistitucnt assembly 
deliberation, carried the profound influence 
of the 1935 .^cl.' 

My point is thai ihe federal system as laid 
down by the constitution ol India, is the pro¬ 
duct of two conflicting cultures, one repre¬ 
senting the nationalist leaders’ normative 
concerns for India’s unique personality as 
shaped by the course of history and geo¬ 
graphy, and rooted in the infinite variety of 
local situations, and the other reflecting their 
new concerns foi unity, security and ad¬ 
ministrative efficiency While the lonner led 
to the establishment of a basic framework 
of federalism, the latter resulted in the set¬ 
ting up of several centralised and authori¬ 
tarian institutional arrangements in the 
tradition of the earlier colonial rule."' 


It is unfortunate that the Sarkaria Com¬ 
mission’s report does not focus on the con- 
fliciivc cultures underlying the formulation 
of the federal scheme and their implications 
from the perspective of development of 
India's federal polity. Mainly because of this, 
the'commission seems to believe that the 
approach of the founding fathers was sound. 
The report, after reflecting on several impor¬ 
tant considersations which weighed with the 
framers in assigning to the unign a domi¬ 
nant role, stress that "they have not lo.st their 
relevance under the present-day world con¬ 
ditions”. It is further emphasised that “any 
approach to an examination of the union- 
state arrangements must, therefore, be 
informed by the primary considerations”. 

A point worth stressing here is that what 
we have been witnessing in the area of 
centre-state relations for several yeais now, 
is a sort of vigorous criticism against the 
framewoik of Indian ledenilism as provided 
by the founding fathers. In this can be seen, 
however indistinctly, a view of federal consti- 
tutioiiali.sm as an ideology almost analogous 
to that of the leaders in the Gandhi phase 
of the national movement. This may be con¬ 
sidered to be a strong reaction to Ihe tenden¬ 
cy of the recent governments in New Delhi 
to u.se Ihe formal majoritarianism (not a 
majority of popular vote) to assert an 
authoritarian, ccnirali.scd and .statist 
behaviour in the name of national unity and 
integrity. 

Because ol their almost total support to 
the constitution-makers’ model of federa¬ 
lism, it has not been possible for the com¬ 
mission to appropriately understand the 
nature of the recent debate on centre-state 
relations and to respond adequately to the 
critical issues emanating from the debate. 

What are the chief characteristics of the 
Indian model of federalism? These, accord¬ 
ing to the commission, arc: indestructibility 
of the Indian union, supremacy of the union 
legislative power, contiol of the union ex¬ 
ecutive over state legislation, emergency pro¬ 
visions, inicr-dcpendcnce and mutual co- 
. operation, and reviewing and mediating role 
of the judiciary^This character of the Indian 
federal system, in their view, emanated from 
the constitution-makers' option for “a 
con.stituiion which blends the imperatives of 
a strong national control with the need for 
adequate local initiative". The moot ques¬ 
tion is whether the constitutional provisions 
which were finally formulated, really re¬ 
flected the option as referred to by the com- 
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mission. I have my honest doubt. It is pos¬ 
sible to mention several provisions which 
emphasise powerful national control at the 
expen.se of state initiative. I knew of one 
chief minister. B C Roy, who almost at the 
beginning complained against the lack of 
constitutional provision tor adequate state 
enterprise in national development. Actually 
the debate on centre-state relations was ini¬ 
tiated by him as early as 1950s. It is true that 
in the early years there were some propitious 
historical factois such as a tradition of elite 
accommodation and an organisational 
culture of informal federalism within the 
one-party dominance system, which preven¬ 
ted the centre-state controversy from 
developing into a major conflict. With the 
gradual disappearance ol these factors in the 
.sccond-gcncratioii. the innate strains 
between the constitution-makers' intended 
objective and the actual structure of Indian 
federalism came into sharp focus. What I 
mean to say is that the objective was not 
adequately reflected in the structure, and 
moreover, the framers did not perceive the 
need for ‘auxiliary precautions’ again.sl 
eventual rise of an overgrown centre. 

This is the principal reason why much of 
centralisation during the last 40 years of the 
working of the union-state relations, occur¬ 
red nut through amendments (excluding, of 
course, 42nd amendment), but more or less 
within ti)c framework of the federal constitu¬ 
tion as rinally drafted by the founding 
fathers. The commission points out that the 
role of the union “now extends into the areas 
in the state field", and provides several 
instances to the point. But nowhere it is sug¬ 
gested that this development did not have 
support in the express constitutional provi¬ 
sions (1.4.08). Actually New Delhi used 
various articles of the original constitution 
including residuary ones, to augment its 
authoiity. 

In pages 14-17 of the report an analysis 
of the dynamic interplay of various forces 
which have allected the working .structure 
of Indian tcderalisni. has been provided. 
However, I do not .see it to be eminently 
perceptive or useful. While many facts have 
been noted, no attempt has been made to 
identify and reflect on Iheii linkages. In the 
description of .stKiu-cconomic changes, a 
number of post-independence developments 
such as the abolition of /aniindary system 
and rise of an affluent community of 
gentlemen farmers who now form the rural 
elite, the pace of urbanisation, free flow ol 
inter-state trade and commerce, etc, have 
been mentioned. But it seem.s that the most 
critical dcsclopment • the demands of new 
rural elites and their conflict with the urban 
iiidastrial interests—has received practically 
no attention. Furthermoa*, no critical ques¬ 
tions have been raised about the nature of 
connections between the demands of the 
rural rich and the platforms of the political 
partic's, csptv-ially of the state-based political 
parties such as Akali Dal of Punjab, Telugu 
Desam in Andhra Pradesh, etc. 


The report is. quick to mention that the 
political scenario “has over the last three 
decades undergone a major transformation 
along with other aspects of national life". 
The erosion of pre-independence period 
idealism, the rise of shifting loyalties in 
politics and widespread defections, the 
growth of regional parties, the electoral 
malpractices—all are mentioned, but it is 
difficult to see how these converge in affec¬ 
ting the working of centre-state relations. If 
the intention i.s to bring into focus the overall 
effect of these changes in the disappearance 
of the pre-existing national consensus and 
the rise of sectional loj^lties, this docs not 
seem to have been adequately displayed in 
the repon. This is mainly because economic 
development and political change are treated 
separately, and nowhere the federal strains 
are analysed in a linked setting of India’s 
party politics and economic development. 

What is more disappointing is that no 
organised and systematic attempt has been 
made by the commission to explain the 
origin and nature of the strains in federalism 
in the post-Nehru period,’ The important 
point which requires to be stressed in this 
connection, is that in the wake of economic 
development and the 1969 split in the Con¬ 
gress l^rty, there has occurred not only an 
important change in the composition of the 
nation’s political elite, but also a shift from 
elite consensus to elite polarisation. In 
general, three major areas of political change 
appear to have been involved in producing 
strains in the federal system: (I) changes 
within the dominant political party, namely, 
the Congress party; (2) changes within the 
overall institutional structure and political 
culture of Indian federalism; and (3) demands 
by new rural elites arising from economic 
development. 

By and large, the development of India’s 
federal polity has been shaped by the Con¬ 
gress Party. Except for a brief period of 
Janata Party rule in 1977-79, the Congress 
Party has been continuously in power since 
independence. As a result, the operation and 
structure of Indian federalism have been 
significantly influenced by the operation and 
structure of the Congress, which itself has 
manifested varying degrees of federalism in 
its operational style. 

The delicate balance between the Congress 
as a party and the Congrc.ss as a movement 
could not be maintained during the post- 
Nehru period." The Congress had 
developed into an extremely centrali.sed and 
regimented party. Both the culture and 
institutions of informal federalism within 
the Congress had virtually collapsed, and 
Slate units became increasingly dependent 
upon the party’s political centre. What 
emerged during the second generation was 
an altogether new Congress. In its role, 
pereeption and organisational design, the 
Congress shifted from being a dominant 
party to being an almost hegemonic party. 
In due time, changes in the role and 
organisational culture of the Congress were 


reflected in inter-party relations and in the 
operation of federal institutions. Generally, 
the first-generation leaders had manifested 
a commitment to India’s democratic federal 
institutions and had displayed a liberal view 
of the place of opposition parties in the 
political system. The only notable eiception 
was New Delhi’s controversial intervention 
into Kerala in 1959. However, this interven¬ 
tion was pressed mainly by a second- 
generation leader, Indira Gandhi, who was 
then the president of the Congress Party and 
who later became the prime minister of 
India (1966-1977 and 1980-1984).^ 

In the new Congress fashioned by Indira 
Gandhi there occurred a vast erosion of 
liberal values and of the willingness of the 
new leaders to work within old institutional 
restraints. Once these restraints were 
removed, there grew an intolerant view of 
opposition parties and of dissent within the 
party. Systematic efforts were made to 
destabilise duly elects non-Congres$(IF$taie 
governments. Prime minister Indira Gandhi, 
deeply suspicious even of chief ministers of 
her own party in the states, sometimes 
replaced them with persons of her own 
choice. Several state governments controlled 
by Congrcss(l) and non-Congress(I) parties, 
were virtually toppled by Indira Gandhi, 
thus severely undermining important federal 
institutions in India. 

The political culture evolved during the 
Indira Gandhi regime docs not seem to have 
changed. Rajiv Gandhi’s initial promise of 
a new, more conciliatory and co-operative 
political order faltered rather quickly in the 
face of mounting political conflict. His in¬ 
creasing intolerance for dissent and his desire 
for personal dominance in the party orga¬ 
nisation have led to a revival of the earlier 
practice of running the party through 
nominations from the top. This again has 
led to a rise in mistrust on the part of the 
opposition parties. As Rajiv Gandhi faced 
more election reverses, and as more infor¬ 
mation was revealed about his government’s 
involvement in questionable defence deals, 
he tried to revive his mother’s centralised and 
authoritarian mode of political decision¬ 
making. Centre-state relations have deterio¬ 
rated further. The prime minister’s recent 
threat that if any state government took an 
“anti-national direction”, he would dismiss 
it regardless of whatever majority it enjoyed, 
and the 59th amendment to the constitution, 
are high water-marks in the confrontation 
between New Delhi and the non-Congress(I) 
state governments. 

An equally important factor contributing 
to further intensification of the second- 
generation strain, which the commission has 
virtually overlooked, has been the change in 
the composition of the political elite. The 
dominance of the rural elites, replacing the 
earlier professionals, especially the lawyers, 
can be seen in the way in which the com¬ 
position of the legislatures has changed over 
the years. For instance, while for the lawyers 
there has been a fall in their membership of 
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;he Lx>k Sabha from 3S.6 to 22.2 per cent, 
me agriculturists have registered again from 
:2.S to 38.3 per cent in the eighth Lok Sabha. 
By and large the latter are wealthy farmers 
u ho make up a powerful lobby that espouse 
policies to advance agricultural interests, 
lead green uprisings, mobilise regional 
jc-mands, and advocate state autonomy, 
t urthermore^ they are generally members of 
dominant local castes. The interlacing of 
dominant caste and class interests, in the 
wake of the green revolution, has led to the 
use of extensively mobilised rural demands 
impinging on the political boundaries of the 
federal system. 

The persistently unequal exchange bet¬ 
ween industry and agriculture since the 
middle of 1970s has given rise to open con- 
nicts between industrial and agricultural 
interests. The farmers have long had a 
powerful influence on policy-making in 
many state governments. In the beginning, 
however, they made major efforts to in¬ 
fluence national policy-making through their 
enhanced strength in parliament in key 
sectors of economic development. Their 
ettorts have not been very successful, 
however, because the industrial interests with 
iheir huge mony power and better rapport 
with civil servants in New Delhi have 
generally out-manoeiivrcd them. This has 
lecenily made them generally support the 
demands for regional autonomy. 

It is unfortunate that the commission has 
not looked into this development and its 
connection with India's political party 
system. Hence, it has not occurred to them 
that an important reason for the recent spurt 
(it sub-nationalism, to which they have made 
a pointed reference, lies in the linkage bet¬ 
ween the demands of the farm lobby and the 
plaitorms of the political panics, especially 
of the stale-based parties. 

A part of the seetion of the report on 
perspective is devoted to an analy.sis in brief 
ot major trends in three mature federations, 
the US. Canada and Australia. While dis¬ 
cussing the impact of environmental changes 
upon the traditional mould of federalism, 
the commission make the following com¬ 
ment: “The centralising trends which were 
Hist discernible when the Indian constitution 
was on the anvil are now manifest realities 
ot gigantic proportions in most federations!' 
fins does ndt seem to be a correct appraisal. 
In Canada, for example, in 1960s and 1970s 
there had arisen enormous ccntiifugal pres¬ 
sures witn the result that the whole of the 
federal constitution had to undergo a com¬ 
prehensive change in the early 1980s. As two 
-elebrated authors on Canadian federalism 
observe, “two great questions have under¬ 
pinned the constitutional controversy of the 
last 20 years, each growing out of the 
piimary cleavages and conflicts that have 
dominated Canadian politics.. They 
further say that “one is dualism, the political 
lelationship between French and English- 
speaking Canadians, and the second is 
regionalism, the enduring tension between 


the national political community and the 
provincial or regional communities". 
Bwause of this the co-operative structure of 
Canadian federalism which was emerging in 
the earlier years has recently come under 
severe strain. Actually in recent years the 
federal debate has assumed the character of 
conjxptual polarisation between the pruvin- 
cialists and the centralists. It is, therefore, 
not right for the commission to say that in 
Canada “the system has assumed on the 
basis of practical arrangements, a dejacto 
torm of co-opcraiivc federalism transcend¬ 
ing the boundaries formally designated in 
its constitution".* 

It is true that the federal system in the 
United Slates of America has had a centra¬ 
lised direction. Atiart from the technical and 
economic factots which have substantially 
bridged the inier-Tcgional gaps and have 
stimulated the dcsclopment of the bonds of 
national community across the regional 
diversities, the important factors have been 
the two-party system and the increasingly 
important role of the presidency in recent 
years. William Riker, the foremost living 
authority on federalism, recently told me 
thai there is practically no centrifugal 
pressure in American federal system. How¬ 
ever, the system would have faced the highly 
explosive federal situations which Canada, 
India and Nigeria have been experiencing in 
recent years, had the blacks been confined 
to the southern states as in the early years 
and not moved to all other stales as in the 
later years. In short, the regional com¬ 
munities and identities based on ethnic or 
other considerations do nut obtain in the 
US." 

Thcic is, thcicfore. a vital distinction 
between fcdcralising experiences of Canada 
and the US. .Since this has escaped the 
attention of the commission, it has not been 
possible lor them to collect the threads oi 
CApcrience in Canadian fedetation where 
questions similai to ours have recently been 
laced.'" Both the questions ot dualism and 
regionalism arc relevant in the context ot 
India's lederalisiug experience. Punjab seems 
to he the Indian counterpart of Canada's 
Quebec. Punjab has its tswn di.stinctive pet- 
sonality based on its cthnolinguistic and 
religious identity. This has made this state 
oltcn assert m recent years a wide measure 
of autonomy and pull against national 
power. Similarly, New Delhi and the opposi¬ 
tion-dominated states such as Karnataka, 
Andhra Pradesh. Wc.si Bengal, etc, have very 
different conceptions of how India should 
be governed. It is torcefuUy argued by the 
latter that the federal government as con¬ 
structed and opcialivc now cannot hope to 
respond to the needs and aspirations ol the 
regional communities in a country as diversi¬ 
fied and expansive as India. It is asserted 
that regional needs and identities arc as im¬ 
portant as national ones, and hence, strong 
slates arc as necessary as a strong centre. 

Because of limited perspective, the major 
issues in centre-state relations formulated by 


the commission, do not reflect their concern 
for a new option that would accommodate 
the needs and aspirations of the regional 
communities including those of Punjab 
within a genuinely reformed federal system. 
As the report shows, many of these issues 
actually emanate from criticisms of the 
structure of centre-state relations recently 
made by the opposition parties. These 
include the role of the governor, the resource 
position of the states, the status of the plan¬ 
ning commission, etc. Since, however, these 
are not viewed as conjoint aspects of a 
certain type of fcdcralising process in India 
which does not reflect a perennial process 
of mututal adaptation in a spirit of 'give and 
take', the report of the Sarkaria Commission 
is not likely to provide a new consensus of 
balance between unity and diversity, that is, 
between nation and region. At bc.si their 
recommendations may be treated as some 
sort of a temporary compromise intended 
to ease the cut rent strain between New Delhi 
and the non-Congrcss(I) state gvwcrnnicnts. 


Notrs 

1 Commission on Ceiitrc-Staic Kclaiions, 
Rvpart, New Delhi, 1988, Chapter 1: 
Perspeeiivc, p Citations in (he following 
pages are from eliapiei I 

2 By second-generation strain I mean posi- 
Nchrii peiiixl strain. In determining when 
one generation ends and another begins, the 
focus IS on the behaviour of a political 
regime. 

J Anial Ray, Inier-Gowmtneni Relaliom in 
India, New York, 1966, pp 12-13. 

4 l-oi a fiill-lengili di.seiission on this theme, 
see Amal Ray, 'I rom a Consiiiulional to an 
'\iit hoi liana n Svsiem of Ouvernmeni: 
Inicraelions between I’olilics and the 
Consiiiuiion in India’, file Journal of 
Coimminweallh and Comparative l\ililia, 
Uindon, November 1987. 

.s l-oi a coinprchcnsivv analysis on this 
subject, sec Amal Ray and .lohii Kincaid, 
‘Politics, Fconomic Development, and 
Sa'ond-Cicneration Strain in India's hcderal 
Sysii in'. Puhhus: I'he Journal of h'edera- 
livn, Philadelphia, Forthcoming. May 1988. 

6 Amal Kay. ‘hrom ( onsensus to Confron¬ 
tation: i-ederal Polities in India', Feonomic 
and Polilical H’eekly. Bombay, October 2, 

1982. 

7 Ulna Vasudev. Indira Gandhi: Revolution 
in Rvsiruinl, Delhi, 1974, pp 273-78. 

8 Kcilh Hauling and Richard Simeon (eds). 
And Mo One Cheered: Federalism, Demo- 
cnicv and the Constitution Act, Toronto, 

1983, p n. 

9 l-ven in the US there is a lingering contro¬ 
versy on intcr-govcrnmcntal relations. For 
instance, heightened conflicts over direct 
federal-local relations characterised 1986. 
•See Puhhus, May 1987 

10 When the Sarkaria Commission interviewed 
me sometime in I9gs, I emphasised the need 
lor a belter understanding of Canadian 
tederal experience. 
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DISCUSSION 

Terms of Reference of Ninth Finance 
Commission 
Further Comment 

G Thimmaiah 


IN his reply {l.PW, November 28, 1987) 
B P R Vithal (RPRV) has maintained that 
(i) my defence ot the use of the word ‘shall' 
in the icrms ol reference of the Ninth 
Finance Com mission (NFC) amounts to 
defending the right of the union government 
to give directions to the commission; (ii) my 
justification of the union government’s 
directive to adopt normative approach on 
the excuse that past Finance Commissions 
tailed to develop a more appropriate ap¬ 
proach IS an insult to the commissions; and 
(lii) my extensive advice on how to opera¬ 
tionalise the normative approach is naive 
and bused on unrealistic premises. 

I 

My mam contention was (and is) that 
mere use of the word 'shall' docs not make 
a guideline a directive. In support of this 
contention I quoted the Australian practice 
where the terms ot reference of the 
Australian Commonwealth Grants Commis¬ 
sion use the word 'shall'. I did not quote 
from the Australian constitution nor did 1 
quote from the Commonwealth Grants 
Commission Act 1973. The Australian con¬ 
stitution does not explicitly provide for such 
a commission. Fven the Act of 197.3 does not 
contain terms of reference. It only gives the 
meaning of special a.s.sistance as follows: 

.s (I) Refeiences in this Act to the grant of 
special assistance to a state shall be read as 
references to the grant ot rmancial assistance 
to a state foi the puipose of making it pos.si- 
ble for the state by reasonable effort, to func¬ 
tion at a standard not appreciably below the 
standards of other states. 

The terms of reference are formulated 
every year by the Commonwealth govern¬ 
ment in the light of the new circumstances 
as the Commonwealth Grunts Commission 
is a standing body. The latr.st report, the 
Fifiy-fouith Report (1987), of the Com¬ 
monwealth Giants Commission which is 
now available contains fresh terms of 
reference which u.se the wotd ‘should* in 
place of ‘shall* virtually in every term of 
reference. I reproduce below one important 
term of reference from the 1987 report: 

2) The ('onimission*s assessment should: 
(at be based on the application of the prin¬ 
ciple that the respective basic general revenue 
grants to » hich the states are entitled should 
enable each stale to provide without having 
to impose taxes and charges at levels ap- 
precuiblv different from the levels imposed 
by the other states, government services at 
standaids not appreciably different from the 
slandaids provided by the othet stales; and. 


(b) take account of; 

i) differences in the capacities of the states 
to raise revenues; and, 

ii) differences in the amounts required to be 
spend by the state in providing government 
services of a comparable standard, (pp 19-20) 

What is more, the commission ha.s been ask¬ 
ed thus; 

In responding to these terms of reference, 
the Commission ‘should* also report on 
whether, in its view, application of the prin¬ 
ciple of fiscal equalisation has any signifi¬ 
cant consequences for the efficient alloca¬ 
tion of resources acro.s$ Australia, (p 22) 
From the foregoing, it becomc.s clear that 
BPRV has wrongly concluded that “.. .the 
word 'shall* has been used in an Act and not 
in the terms of reference”. For good or bad 
it has been used both in the Act and 
repeatedly in the terms of reference. Flis 
other conclusion that “It does not specify 
the manner in which the coromi.s.sion shall 
enquire into these matters” is also wrong. 
It is binding on the Commonwealth Grants 
Commission to use the indicated method 
which has come to be known as ‘net fiscal 
needs’ method. Flis contention that the 
Australian practice is not relevant for India 
is not merely a matter of opinion, but also 
an error in his judgment as the Indian 
F'inance Commission was given constitu¬ 
tional status after a careful study of the 
Australian experience with the Com¬ 
monwealth Grants Commission, which was 
created by an Ai;t of parliament. Thus it 
becomes clear that mere use of the word like 
'shall* or ‘should* docs not make a guideline 
a directive. But it does become binding on 
the commission to use an approach to the 
best of its abilities and wisdom. 

II 

RPRV alleges that I have attributed 
worsening federal financial relations to the 
methodology used by the pa.st Finance Com¬ 
missions which he thinks is factually incor- 
icct and misleading. 1 have examined enough 
facts to arrive at the conclusion that the ‘gap 
filling' approach was parity, though not 
entirely, responsible for the financial 
mismanagement ot state governments and 
this emvTgcd much before the political 
factors became dominant. My attempt to 
highlight the weaknesses of this colonial ‘gap 
filling' approach and pin the responsibilities 
on the past Finance Commivsions for 
perpetuating it does not amount to insulting 
them. 1 have criticised the ‘gap niling' 
approach and the Finance Commissions' 


failure to abandon this colonial approach 
I did not spare the sixth, seventh and eighth 
Finance Commissions for perpetuating thi. 
‘gap filling’ approach. The distinction bet¬ 
ween pre-fifth and post-fifth Finance Com 
missions was made with a view to giving 
some credit to the post-fifth Finance Com 
missions for attempting to introduce .somL 
norms here and there and for assessing the 
financial needs of the state governments 
What is more, these Finance Commissions 
started assessing the financial position of the 
central government also which the pre-fifth 
commissions dared not do. This was made 
possible partly by the detailed guidelines 
given to the sixth, seventh and eighth 
Finance Commissions and partly by the 
changed political scene at the state level. 

The inference that the statutory standing 
of the commission and the capabilities or 
the chairmen and members should go 
together can only be a hope and by a.ssum- 
ing it, BPRV appears to be under the same 
sort of unrcali.stic illusion as he has ai- 
iributed to me. Even if the members ate able, 
the tendency of the commissions is to look 
to the terms of reference for guidelines. 
Guidelines also help minimise differences ot 
opinion, avoid misinterpretations of the rele¬ 
vant constitutional provisions and terms of 
reference and improve the approach and 
methodology. The suggestion that the 
guidelines could have been submitted by the 
union government by way of submissions to 
the commissions is equally naive and 
unreali.stic. How can the commi$.sions ask 
the state governments to submit their 
budgetary forecasts based on I he suggestions 
made in the memorandum of the union 
government? Just as the Finance Commis¬ 
sions do not accept all the points of views 
of the state governments submitted in their 
memoranda, the views of the union govern¬ 
ment may not be accepted by the Finance 
Commissions if they are forwarded through 
its submissions. Hence some broad guide 
lines as part of the terms of reference 
become necessary. Reference to the nor¬ 
mative approach is one such broad guideline. 
BPRV’s displea.sure over my attempt to give 
extensive advice as to how to operationalise 
the normative approach is understandable 
It is consistent with his displea.sure with the 
whole terms of reference. His main conten¬ 
tion is that the NFC cannot be directed by 
the union government to use any particulat 
method for formulating its recommenda 
tions. This would suggest implicitly that 
NFC also should have been allowed to 
perpetuate the ‘gap filling’ approach. 
BPRV’s own lengthy advice is only to this 
effect. My contention is that the NFC has 
been asked to use a normative approach 
because its predecessors did not attempt to 
evolve such an approach. Hence, the use ot 
the normative approach is made binding or 
NFC which is perfectly justiFied. I pointed 
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out flnt the posribility of misinterpretation 
only to convince the NFC to avoid such 
misinterpretations. Then I outlined how the 
normative approach could be possibly made 
objective. In this context, BPRV has quoted 
my sentences out of context to show con¬ 
tradictions in my own statements. The NFC 
IS given a guideline to adopt a (and not the) 
normative approach while formulating its 
recommendations. But adoption of a nor¬ 
mative approach is binding on the NFC. For 
the sake of argument, the NFC may inter¬ 
pret ‘the gap filling’ approach also a nor¬ 
mative approach. In order to prevent such 
a possibility I explained the possible inter¬ 
pretations of normative approach and sug¬ 
gested that it should be uniform for union 
as well as stete governments and it should 
try to aim at some ‘norms’. 

In the past, the revenue and expenditures 
of the state governments used to be forecast 
on the basis of the past growth trends. The 
Finance Commissions used to reassess them 
by using the same method though by altering 
the growth rates. The gaps in the non-plan 
revenue budgets used to be filled by tax 
shares and wherever necessary by grants 
under Article 275. Under the normative ap¬ 
proach the state governments will have to 
aim at normative physical standards of 
public services and by using reasonable unit 
costs, convert them into expenditure levels. 
Then the revenue efforts will have to be 
assessed with reference to the potential yield 
of each and every source of revenue available 
to the union and state governments. In the 
past unconditional block grants were given 
hoping that the state governments would not 
divert them. But experience has shown that 
the NFC will have to make earmarked grants 
for upgtadation of public services and deter¬ 
mine the plan component of the revenue 
expenditure based on revenue surpluses after 
devolution of taxes and ARM. 

Then what norms should be used? 1 here 
are many sources for developing norms in 
each field of expenditure. For example, the 
directive principles provide for a norm for 
primary education. The national education 
policy provides long-term norms for other 
levels of education. The Minimum Needs 
Programme provides norms for housing for 
the poor and for rural health. The National 
I\>licc Commission has suggested norms for 
police service. The national policy of health 
for all by 2000 Al> gives norms for health 
services. Like this we have long-term goals 
m virtually every field of government activity 
which have been specified by the national 
agencies. These norms can be worked back 
from 2000 AD to feasible normative physical 
targets for 1995. Then they can be phased 
Irom 1989-90 up to 1994-95 to give annual 
physical targets. By using realistic (not at 
constant prices) unit costs, the normative 
expenditure levels of both union and state 
governments can be estimated. Some of 
these norms are higher than the highest 
norms achieved by some states like Kerala, 
(in literacy level). Adoption of such norms 


will benefit even such states. Highest state’s 
norm need not go against such states as they 
will be free to aim at still higher norms under 
the plan. 


Ill 

Normative approach can also be inter¬ 
preted as a part of the exercise in long¬ 
term fiscal policy at the state level. This 
needs some elaboration. In almost all 
countries of the world, there has been a 
gradual shift from mere annual budgeting 
to long-term budgetary forecast. The 
traditional budget cycle has no doubt 
become an inevitable part of the financial 
administration particularly in demo¬ 
cracies. But during the post-war years, for¬ 
mulation and implementation of macro- 
economic policies in these countries 
required long-range planning in fiscal 
sphere. Therefore, fiscal policy tools like 
taxation, public expenditure, public bor¬ 
rowing were projected on long-term ba.si$. 
This required projection of tax revenue, 
public expenditure and public borrowing 
for a long period of time ranging from 
five to ten years. Consequent on the 
expansion of public sector and even the 
growth of traditional activities of the 
government, huge capital invc.stmcnt was 
planned and this investment had to be 
made annually over a long period of time 
both for financing it and also for 
executing the physical targets. 

This type of long-range planning did 
not influence the developing countries for 
a long time, mainly because they were 
having public sector economic planning 
under which long-term and medium term 
investment outlays were planned in 
advance. But sufficient attention was not 
paid to planning of other items of expen¬ 
diture and revenue receipts. It was against 
this background that long-term fiscal 
policy was formulated by the union 
government in December 1985. 

The normative approach only translates 
the philosophy behind long-term projec¬ 
tion of revenue receipts and expenditure 
levels at state level also. So the normative 
approach, in a way, is an attempt to per¬ 
suade the stale governments to plan their 
revenue receipts at least for a period of 
five y^tars. No doubt they were doing it 
even under the ‘gap filling’ approach. But 
they were only projecting the past into the 
future by assuming the past growth trend. 
Under the normative approach, they have 
to first decide about the future goa|s they 
want to achieve in all important areas of 
public expenditure activities like educa¬ 
tion, health, police, justice and the like. 
Long-term goals which have been set by 
various national policies indicate the 
norms in various spheres of government 
activities. These norms also try to equalise 
the levels of public services in all the states 
by .aking all the states as one unit of the 
nation. Tkking these nationally pro 


claimed norms as reference points, the 
state governments may work back the 
physit^ targets to 1995 and estimate the 
expenditure required to achieve those 
physical levels from 1989-90 to 1990-95. 
Some of these policy documents also 
indicate broadly the unit costs of the 
physical targets and therefore it is not very 
difficult to decide the unit costs which no 
doubt vary from state to state depending 
upon the service in question, nature of 
topography and the relative administrative 
efficiency to execute them. Allowing for 
.such variations, if the state governments 
apply unit costs to the physical norms and 
estimate the expenditure, that will be the 
projected normative expenditure for the 
period covered by the NFC. Thus the nor¬ 
mative approach, in a way, has come as 
a blessing in disguise for the state govern¬ 
ments to change their mode of thinking 
about their financial goals. 

Similarly, the state governments have 
been used to raising additional revenue by 
altering the rates of only a lew taxes like 
sales tax, stamps and registration fees. The 
Finance Commissions u.sed to project 
their revenue receipts by applying different 
growth rates. Under the normative ap¬ 
proach, they will have to estimate the 
potential of each of the sources of revenue 
available to them under the constitution. 
The potential revenue refers to the 
maximum amount of yield which a parti¬ 
cular source of revenue can yield if we 
apply the average standard or represen¬ 
tative rate of tax to the full potential of 
the tax base. In this way, if they project 
the revenue receipts as well as the expen¬ 
diture levels, it will automatically take care 
of the tax efforts, equalise public services 
in phy.sical terms and will also give an idea 
to the state governments about the nor¬ 
mative goals in various fields of their 
expenditure responsibilities. This kind of 
exercise will no doubt involve some addi¬ 
tional work. 

The removal of the distinction between 
plan and non-plan expenditure in the 
terms of reference of NFC also gives the 
hint that the union government is not hap¬ 
py with the administrative di.stinction bet¬ 
ween the two. Original economic logic 
u.scd for justifying the distinction is no 
longer observed and as a result the distinc¬ 
tion between the plan and non-plan 
expenditure has become irrelevant. It is 
only appropriate that the presidential 
order specifying the terms of reference 
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does not mention such distinction. It is 
now the responsibility of the NFC to 
decide about the level of revenue expen¬ 
diture keeping in view the long-term 
norms in various flelds of expenditure and 
the Planning Commission will have to 
take those Hgures as given and determine 
the annual plan expenditure for 1989-90 


and the size of the Eighth Plan. These im¬ 
plications are quite obvious, and should 
be welcomed. In a changing world, we 
should not expect conventional thinking 
to continue for ever. The normative ap¬ 
proach is a test for the rmandal managers 
of state governments to do some fresh 
thinking. 


Issues before Ninth Finance 
Commission 


K R G Nair 


S GUHAN in his article ‘Issues before the 
IX Finance Commi.ssion: On Closing the 
Pandora’s Box’ {EPW, Vol 23, No 6, 
February 6. pp 253-272) has very rightly 
stressed the point that the plan revenue 
outgo has to be matched by additional 
resource mobili.sation in terms of increase 
in tax and non-tax revenue and reduction in 
non-plan revenue expenditure. His ba.sic pro¬ 
position that the task before the IX Finance 
Commission would be one of evolving 
equitable techniques for vertical and 
horizontal deficit-sharing rather than gap¬ 
filling is indisputable. Refreshing and 
welcome are also the fact that, unlike most 
others discussing centre-state financial rela¬ 
tions. he has taken a total picture of the cen¬ 
tre and the states together, instead of entirely 
harping on the much-flogged centre vs states 
controversy. 

His arguments, however, suffer from 
another usual pitfall that discussions on 
centre-state Hnancial relations ate prone to. 
This is the treatment of all revenues, 
including the shareable taxes, collected by 
the centre as the gross revenue of the centre 
and using this in comparison with the states’ 
own-revenues as the basis of judging the 
financial efficiency or inefficiency of the 
states. Such a view ignores the fact that even 
the constitution-makers had visualised that 
the division of financial powers and respon¬ 
sibilities between the centre and the states 
is such that tax-sharing by the centre with 
the states becomes inevitable. All this 
becomes much more apparent if we consider 
the fact that between 1979 and 1987, around 
one-fourth of the tax revenue, which con¬ 
stitute about 80 per cent of the gross revenue 


of the centre, was statutorily transferred to 
the states. Such tax transfers came to around 
one-fourth of the states’ own-revenues and 
amounted to about one-half of the states’ 
own-tax revenue. 

Cuban’s inference that “the element of 
excess financing of the needs of the states” 
in 1979-84 ‘^ated disincentives for contain¬ 
ing the growth of revenue expenditure 
and/or additional resource mobilisation” is 
also questionable. It is true that some of the 
evidence provided by him supports such a 
view. His Ikble 13 shows, for 1979-84, a 
Finance Commission devolution around 1 'A 
times the non-plan revenue deficit leading 
to a post-devolution per capita average an¬ 
nual surplus of Rs 22.51 for the states, which 
benefit further by a per capita annual 
average plan grant of Rs 35.27. The other 
evidence is from Thble 5 which shows an 
annual average additional resource mobilisa¬ 
tion by the centre of Rs 430 crorc, more than 
double that of the states of Rs 205 crore in 
1979-84, while in 1984-87 the tables are 
turned on the centre with the corresponding 
figures for the centre and the states being 
Rs 268 crore and Rs 421 crore respectively. 

But if we take his analysis as a whole, this 
evidence cannot be treated as conclusive 
enough to warrant such an inference. This 
is so on a number of counts. If wc take a 
long-term view, the period 1979-84 cannot 
be taken as one in which the revenue 
surpluses of the state governments were 
unusually large. Cuban’s Ikble I reveals that 
in the preceding period, 1974-79, the average 
annual revenue surplus of the .states was as 
high as Rs 926 crore. only Rs 176 crore less 
than the corresponding value for 1979-84. 


Tabu: Uim-moni Pos.sihi e SiiUAriuNS oi- CiNTar-STATi Shakino oi RU 


GRc 

NPRlic 



Centre’s Share of RD 
as per Underlying logic 

TBc 

TBc4s 


NPREc 


NPREs 

RDc 

RDs 

■> 

0.50 

GRc GRs 

NPREc 

= 

NPREs 

RDc 

RDs 


0.50 


NPREc 


NPREs 

ROc < 

RDs 


0.50 


NPREc 

> 

NPREs 

RDc > 

RDs 


0.50 

ORCC-GR.S 

NPREc 

-- 

NPREs 

RDc > 

RDs 

< 

0.50 


NPREc 


NPREs 

Ambiguous 

< 

0.50 


NPREc 


NPREs 

Ambiguous 


0.50 

tiRc>GRs 

NPREc 

- 

NPREs 

RDc 

RDs 

> 

0.50 


NPREc 


NPREs 

RDc < 

RDs 


0.50 


Further, while there was a continuous year- 
to-year increase in revenue surplus of the 
states during 1974-79, the reverse happened 
in 1979-84. While an important reason for 
this decline in state revenue surplus during 
1979-84 seems to be the big increase in 
revenue expenditure, Cuban himself admits 
in footnote no 12 that this cannot be at¬ 
tributed to sheer profligacy on the part of 
the sutes. As a result, the Finance Commis¬ 
sion projection regarding non-plan revenue 
gap was much lower and post-devolution 
revenue surplus, for higher than the aaual 
ones for the major states, as is clearly 
brought out in Ihblc 14. Moreover, his 
figures in Ikble 3 reveal that in 1984-87, a 
period of just adequate and no excessive 
transfers, the non-plan revenue expenditure 
of states increased by Rs 10,873 crore, 
experiencing an 80 per cent rise over the 
1979-84 value. 

The rationale that Cuban evolves for the 
vertical distribution of revenue defleits (RD) 
also seems somewhat suspect. He wants RD 
to be proportional to the relative trans¬ 
actional base (TB) defined as gross revenue 
(CR) plus non-plan revenue expenditure 
(NPRE) with sul^ipts c and s standing for 
the centre and the states respectively. The 
purpose seems to be to reward fuller utilisa¬ 
tion of resource mobilisation potential. By 
this logic the centre should have a larger or 
a smaller share of RD depending upon 
whether it does worse or better than the 
states in this regard. Cuban’s vertical alloca¬ 
tion coefficient. TBc/TBc4 s, should give 
values ^0.50 depending upon whether 
logically RDc has to be greater than or less 
than RDs. 

A visualisation of all the nine possible 
situations in this regard given in the accom¬ 
panying table reveals many lacunae. In two 
situations, GRc<GRs with NPREc< NPREs 
and GRc>GR$ with NPREc>NPREs. no 
unambiguous inference can be drawn about 
financial efficiency unless we treat revenue 
and expenditure efficiencies at par. Further 
even if we do so, the underlying logic would 
warrant RDc RDs depending upon the 
values of (NPREc-NPREs) and (GRc-CK.s), 
the allocation coefficient would always be 
<0.50 in the first case and > 0.50 in the 
second one. In two other cases (GRc> GRs 
with NPREc> NPREs and GRc GRs with 
NPREc<NPREs) the coefficient does 
not always reflect the underlying logic. 
There are also two cases (GRc<GRs with 
NPREc=NPREs and GRc)>GRs with 
NPREc - NPREs), where the coefficient 
indicates a line of action just opposite to the 
one suggested by the basic logic. There are, 
of course, three cases where the logic and 
the formula are both unambiguous and also 
rhyme with each other. But these are near- 
trivial ones with GRc=GRs where financial 
efficiency is identical with expenditure 
efficiency. 

[The author wishes to thank K N Reddy for 
useful discussions while accepting full respon¬ 
sibility for any errors.] 
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NOTICE 


. °“- COMR^Ny LIMITED proposes to make an ap- 

an^SS^Tti^ ^ sut«ection (2) of section M 

S,n ^SSSJs ofS p-SS^^SJS- "•'" “'"' <» ‘ ■«» ».<lcit.ldn9/»,it/aiv 


1 . Name and address of the applicant: 

THE TATA OIL MILLS COAAfANV UMITED, 

Bombay House, • •' 

24, Homi A4ody Street, 

Fort, Bombay 400 001. 

2. Capital struOure of the applicant organisation (as on 31.3.88): 

Rupees 

Authorised Capital 9,70,00,000 

Subscribed Capital 9,26,20,075 

Paid-up Capital 9,26,20,075 

3. Management structure of the applicant organisation indicating the names of the directors, including Managing/wholetime 

directors and Manager, if any: 333 

The Company is-managed by the AAanaging Director under the supervision and control of the Board of Directors whose 
names are given below: 

I. Mr. H. N. Sethna (Chairman) 

II. Mr. J. R. D. Tata 

lii. AAr. N. S. Sunder Rajan (Managing Director) 

iv. Mr. A. H. Bhiwandiwalla 

V. Mr B. K. Shah 

VI. Mr. B. C. Mehta 

VII. Or. D. C. Kothari 

viii. AAr. A. D. AAango 

IX. Mr. y. H. AAalegam 

X. Mr. E. B. AAistry 

XI. Mr. R. N. Tata 

XII. Mr. K. N. Suntook 

xiii. Mr. V. N. Meckoni 


4. Indicate whether the proposal relates to the establishment of a new undertaking/unit/division 
New Unit. 


5. Location of the new undertaking/unit/division. 

Dwarkeswar, in the district of tonkura. West Bengal. 

6 Capital structure of the proposed undertaking: 

Not applicable. 

■’ In case the proposal relates to the production, storage, supply, distribution, marketing or control of any goods/artides, indicate: 
(i) Names of the goods/ (ii) Proposed licensed (in) Estimated 

articles capacity turnover 

(Tonnes per annum) (Rs/Crores) 

Rice Bran Oil (AAain Product) 10,000 14 00 

Rice Bran Extraction (By-Product) 52,000 3.50 

8 In case the proioosal relates to the provision of any service, state the volume of activity in terms of usual measures such 
as value, income, turnover, etc.: 

Not applicable. 

9 Cost of project: 

Rs. 800 lakhs 

10. Scheme of finance, indicating the amounts to be raised from each source: 

loans Rs. 530 lakhs from financial institutions, and Rs. 270 lakhs through internal resources 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 davs from the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 

Dated this 20th day of May 1988. q,L ^|lls cOMPANy LIMITED 

Sd/- 


(K. R. RAAAAKRISHNAN) 
COMPANy SECRETARy 

Registered Office: 

Bombay House, 

24, Homi Mody Street, 
fort, Bombay 400 001. 


Brinied by Kriihiu Raj at Modem Arts and Industries, ISl, A Z Industrial bstate; Canpatrao Kadam Marg, Lower Faiei,.Bombay 400 013 
andjnibluhed by him for Sameeksha Thist from Hitkari House, 284, Shadiid Bhagatsingh Road, Bombay-400 038. 
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because it has a turbocharged 


• only ngkl vehicle capable of 
carrylnQ ii MT of LK in a tanker 
weighing 6.5/7 mt. Ensures 
greater speed and safety. 

• Better gradeablllty and 
acceleration due to higher 
power to weight ratio. 

• Better stability with a lower 
overall height 

• Easy manoeuvrability due to 
minimum overall length and 
higher ratio steerina 

excellent traction and positive 
road grip. 

• Bogle t)^ sel^compensatlng 
suspension smoothens ride over 
rough roads. 

• Extensive dealer network for 
service arid spares. 


Ashok TAURUS 

The vehicle for lpg 
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Exploitation and the THbal Identity 

The iieport of a committee appointed by the GujanRt High Court to 
enquire into the conditions of employment and Kving of the migrant, 
mostly tribal, sugarcane cutters in South Gujarat brings out, first, their 
abysmally low wages and, second, the connection between the super¬ 
exploitation of the cane cutters and thdr tribal, identity. Thjsre is thus a 
necessary relation between the struggles against super-exploitation and 
the movements for the self-assertion of the nationality and other 
identity rights of these most oppressed sections. U52 

The so-called tribal areas were never in fact isolated from the rest of 
the country. The ‘adivasi' and the ‘sadan’ have been living amicably 
in these areas for ages. To declare the latter as ‘intruders’ was a 
deliberate policy initiated by the British. Indian .social scientists 
have unwittingly collaborated with these divisive policies. 1153 

Enigma of Primitive Accumulation 

There was a revolutionary leap in the agriculture and industry of 
eighteenth century western Europe which is associated with the idea of 
the industrial Revolution. The development of large-scale industries, 
modernisation of agriculture and the incorporation of nw inventories 
and innovations in the production system obviously required a large 
amount of capital which must have been accumulated in the period 
prior to the beginning of the capitalist mode of production. What 
were the factors that made possible this accumulation of capital 
in the hands of a small number of capitalists? IIW 


Monitoring Public 
Investment 

The annual report of the ministry of 
programme implementation for 
1987-88 provides a view of the time 
and cost over-runs of the public 
sector undertakings and, for the first 
lime, lakes courage to estimate the 
cost of these delays to the national 
economy. 1149 

F'ublic participation in the capital of 
public .sector undertakings (I'SlJs) is 
now permitted only through bonds. 
PSUs are as a result saddled with 
high interest costs and burdensome 
repayment obligations, both of which 
will be obviated if th^ government 
were to permit limited public 
participation in the equity of 
I'SUs. 11^ 


Income and Shelter 

Income-shelter linkages are 
infinitely complex and vary across 
substraiums of the urban poor. A 
.study of pavement dwellers in 
Calcutta. 11^3 

‘New History’ 

History writing in India, largely 
influenced by the Anglo-Saxon 
tradition, has during the past 
decades, grown in various directions. 
Indian historiography today seems to 
be on the threshold of another 
transition: interacting with methods 
and insights offered by other social 
sciences, the work of a large number 
of scholars is moving towards a 
study of ideology, culture and 
social alternatives. H55 


The Jackson Phenomenon 

Jesse Jackson, one of the bright 
young brats who came up with _ 

Martin Luther King in the US civil 
rights movement, has lent rare 
meaning and significance to the 
process of selecting the Democratic 
Party’s presidential candidate. U44 

Jesse Jackson has all but lost the 
race for the Democratic Party 
nomination, but whoever finally 
makes it to the White House, 
whether Democrat or Republican, 
will not be able to erase what 
Jackson’s defeat has done to 
America's political landscape. 1161 

Disarming the Poor 

The ordinance to amend the Arms 
Act is the thin end of a wedge 
designed to catch in the cleft more 
quarries than the rampaging 
Khalisiani fanatics. 11*9 

After Black Thunder 

The much-acclaimed success of 
Operation Black Thunder 
notwithstanding, the nation will 
realise, unfortunately later rather 
than .sooner, that the ‘dagger of the 
mind’ will find no solution to 
the Punjab crisis. _ H*^ 

Retarded Engineering 
Technology 

What are the factors retarding the 
development of engineering 
technology in India? A study of the 
Central Mechanical Engineering 
Research Institute, Durgapur, and 
its links with the engineering 
industry. 1179 


LETTERS TO EDITOR 


State Power in Support of 
Religious llliberalisni 

I 

WE are shocked to learn that the Gujara' 
government has sanctioned under SeAion 
295A of the Indian Penal Code, the pro¬ 
secution of three eminent persons in con¬ 
nection with a serious research paper en¬ 
titled ‘Sectarian Literature and Social 
Consciousness: A Study of the Swami- 
narayan Sect, 1800-1840' which appeared 
in the October-December 1986 issue of 
Arihai, a well known Gujarati quarterly 
published by the Centre for Social Studies, 
Surat. Warrants have already been issued 
against these persons. 

The state government should have 
realised the ominous and far-reaching im¬ 
plications of charging the author and 
editors/publisliers of a well-documented 
piece of historical re.search with 
‘deliberately and maliciously’ outraging 
religious feelings. What it has done is a 
flagrant violation of freedom of thought 
and expression in general and of academic 
freedom in particular. Its action is par¬ 
ticularly reprehensible because it has sanc¬ 
tioned the prosecution without even in¬ 
stituting a preliminary enquiry into the 
case. 

Makrand Mehta, the author of the 
paper in question, is an eminent historian 
who, besides holding the chair in history 
at the Gujarat university is president of 
the Gujarat Ithihas Parishad. He was 
president of the Modern India Section at 
the last Indian History Congress. As for 
the editors of Arthat, also accused along 
with Mehta, Ghanshyam Shah is a social 
scientist of international repute and 
Achyut Yagnik is a .social worker and 
member of the national executive of 
PUCL. 

The fa^l that the prosecution permitted 
by the Gujarat government has been in¬ 
itiated by a section of the Swaminarayan 
sect offers yet another grim reminder of 
the utter cynicism with which those in 
power encourage and exploit, for their 
narrow political ends, the rapidly advan¬ 
cing forces of fundamentalism and 
obscurantism. 

As believers in the values that are in¬ 
tegral to a democratic, secular and rational 
society, we condemn the act of the Gu¬ 
jarat government. If permitted to go un¬ 
challenged, such acts will spell the end of 
all free and rational enquiry and create a 
situation in which we will have by way of 
history nothing but what these obscuran¬ 
tist forces would coropell us to believe. 
They ought to be seen for what they are; 


an attempt to erode our most fundamen¬ 
tal rights and ideals, including academic 
freedom. 

Pannalal Surana, H M Desarda, 
Govind bhai Shroff, g s kalvanpur, 
Surendra Jondle 

Aurangabad 

II 

WE have been most disturbed by the 
recent case of persecution of the eminent 
historian, Makrand Mehta, head of the 
Department of History Section, Indian 
History Congress, and President of the 
Modern Indian History Section, Indian 
History Congress, and Ghanshyam Shah 
and Achyut Yagnik, editors of the Gujarati 
journal Arthat published by the Centre 
for Social Studies, Surat, by people pur¬ 
porting to safeguard the honour of the 
Swaminarayan Sampradaya, a religious 
sect of Gujarat. 

An academic article by Mehta on sect 
literature and social consciousness of the 
Swaminarayanis during the first forty 
years of the nineteenth century, published 
in Arthat, has been brought to court with 
the consent of the government of Gujarat 
under Sec 295A of IPC on the plea that 
it outrages the religious feelings of the 
sectarians. A principal complaint against 
Mehta is that he treats the founder of the 
sect as a human being and not, as his 
followers believe, as god. This clearly 
arrays state power in Gujarat with 
religious illiberalism and seeks to put a 
ban on freedom of thought and open 
debate on historical analysis of religious 
matters, which is the essence of the 
rational and secular outlook and of the 
scientific temper. Such a link between 
religious fanaticism and the state is one 
more instance of the utter cynicism with 
which those in power encourage and ex¬ 
ploit for narrow political ends the rapidly 
growing tendencies of fundamentalism 
and obscurantism. 

We appeal to the governor and the chief 
minister of Gujarat to withdraw the 
government’s support to a case which 
seeks to .stiHe freedom of thought. We also 
appeal to all people committed to a 
democratic, secular* and rational society 
to support Mehta, Shah and Yagnik in 
their defence. 

Amiya Kumar Bagchi, N N Ban- 
dyopadhyay, Debdas Banerjee, Nirmala 
Banerjee, Gautam Bhadra, Pradip 
Kumar Bose, Partha Chatterjee, Satya¬ 
jit Chowdhury, Keya Das Gupta, Barup 
De, Aitjan Ghosh, Amidendu Guha, 
N Krishi^i, Saugata Mukherji, Rila 
Mukherjee, Debes Ray, Hitesrapjan 


Sanyal, Asok Sen, Surajit Chandra 

Sinha. 

Centre for Studies in Social Sciences, 
Calcutta. 

Threat to International 
Academic Community 

WE refer with consternation to your 
editorial of April 10, and to the report 
‘Research Scholars Face Prosecution’, 
published in the Indiari Express of 
April 13. 

Each of the undersigned have had 
extensive and rewarding contacts with the 
scholars and institutions named in the 
report, namely Gyanisham Shah and 
Achyut Yagnik, both of the Centre of 
Soda! Studies, and Makrand Mehta of the 
Department of History at Ahmedabad. 
Each of us have had considerable working 
experience with academic institutions in 
India and none of us would presume to 
interfere in affairs which are not our 
business. 

Nevertheless, we believe it important to 
bring to the attention of the Indian public 
and the government of Gujarat the con¬ 
siderable international repute of the 
Centre of Social Studies at Surat. The in¬ 
stitute has assumed an increasingly impor¬ 
tant role both as a centre of new and 
important historical and sociological 
research and as a contact point for 
overseas scholars and students. The many 
books and articles published by the 
members of the institute are widely known 
while its Gujarati publishing venture is 
regarded with particular interest. What 
especially excites our admiration is the 
unique blend of modern social science 
with new research on previously ignored 
aspects of Indian history of importance 
to our knowledge of the present day 
world. 

The reason for bringing these ac¬ 
complishments to your attention is simple; 
it seems to us that their work, both institu¬ 
tional and as authors, deserves the very 
strongest encouragement. We regard the 
threat to free publication of academic 
research as a threat to the international 
academic community. Scholarly activity 
is under threat in many parts of today’s 
world but India is known to us for its 
liberal traditions and its brilliant standards 
of intellectual discussion and debate. 

We earnestly hope that the state govern¬ 
ment of Gujarat will retract its earlier 
decision to approve charges against our 
friends and colleagues. 

Frank Perlin 
Jan Breman 

Amsterdam 
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Doing the ‘Right Things’ 


A ll of a sudden Rajiv Gandhi’s government seems to 
be doing all the 'right things’ that the opposition 
hid wanted it to do Starting with Operation Black 
1 hunder, Siddhartha Shankar Ray and Ribeiro have over 
night become heroes for the opposition parties who are 
all praise for the ‘patience’ and ‘sophisticated strategy’ 
ot the ‘Black Cats’ of the National Security Guards in 
flushing out the terronsts from the Golden Temple 

I dst on the heels of this operation has come the Religious 
Institutions (Prevention of Misuse) Ordmance—yet 
mother step hailed by the major opposition parties, 

I inging from the Left to the BJP, as a measure that is 
(.\pccted to separate religion from politics The next dav 
lias promulgated the Arms Act (Amendment) Ordinance 
vs Inch provides for capital punishment for causing death 
h\ use of illegal firearms and ammunition Since the 
opposition had all along been demanding tough steps 
u^iinst the use of illegal firearms and ammunition by the 
terrorists, there is no reason why they should not welcome 
this ordinance too We are also being told that the IPkF 
will pull out from Sri Lanka in June- another conccs 
Sion to the disgruntled opposition, some among whom 
were beginning to question the wisdom cf the continuing 
deployment of Indian jawans in a foreign country 

‘‘ome sort of ‘gIasPo»t’ seems to have cast its spell over 
Doordarshan also Some weeks ago, in a programme on 
the IPKT’s role in Sri Lanka, a DMK MP was allowed 
to get away with even saying that the IPkT was killing 
civilians in Sri Lanka Another programme on Goikha 
land was allowed to pass with Jyoti Basu slipping in a 
vni le comment on Congressmen 

hat do all these amount to‘> Is Rajiv Gandhi turning 
I new leaP I iberal intellectuals who are devotees of the 
^chru clan and are too eager to find areas of agreement 
w th Rajis Gandhi, may want us to believe that the prime 
■n nister is at last seriously fighting religious fundamen 
ilicm But sccDtics whose suspicions had hardened over 
the years after being repeatedly confronted with the false 
pi vmises, gimmicks and political opportunism ot the 
ri ling party need not go far to find out the reasons for 
•hi recent populist steps 

\ number of by elections are round the corner—in 
(Lniarat, Haryana, Madhya Pradesh, Raiasthan—and 
'ivt all in the prestigious Lok Sabha constituency of 


Allahabad In its election campaign the Congress(l) is 
planning to make the most of Operation Black Thunder 
and the latest ordinances—in a bid to rouse the voters 
(particularly the Hindus) in favour of the leadership of 
Rajiv Gandhi who will be projected as the only leader who 
can protect the people from the terrorists Operation Black 
Thunder will be touted as a great success, which wiU 
disarm the opposition since they had also acknowledged 
it as such 

In the flurry of welcome statements, the opposition 
parties fail to realise that what is being haled as 
successes—whether the commando operauon or the 
ordinances -need not have been resorted to at all to start 
with if the government had judiciously used the existing 
penal laws to prevent the accumulation of arms in the 
Golden Temple Section 1(X)(1) of the CrPC arms the 
police with enough powers to search anyone entering the 
lemple Sections 295 to 298 of the Indian Penal Code 
provide tor punishment for offences relating to religion 
like the misuse or defiling of religious places—activities 
which are to be banned under the latest ordinance 

Further few opposition politicians care to read between 
the lines of such ordinances and understand the ominous 
implications The dangerous potential of the ordinance 
amending the Arms Act is discussed in the piece that 
follows The ordinance seeking to ban the misuse of 
religious places imposes a blanket ban on all ‘political 
activities’ in the premises of religious institutions While 
wc should surely vehemently oppose the use of the ‘guru* 
dwaras for such political activities as the Khalistani 
fundamentalists have been indulging in, should we totally 
exclude other types of political activities, like debates, 
discussions or addresses on the vital issues of the day in 
temples, mosques, churches or gurudwaras’’ If maverick 
religious leaders like Swami Agnivesh choose to criticise 
from the Arya Samaj temple the Rajasthan government’s 
inaction during the sati case in Deorala, it might hence¬ 
forth be described as political and could attract the 
provision^ of the ordinance The government must be 
made to make a distinction between religio political 
activities which encourage fundamentalist violence 
and those (like the anti sati campaign) which help the 
religious minded people who congregate at such places 
to emancipate themselves from obscurantist beliefs and 
practices 
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ARMS ACT AMENDMENT 

Insidious Intentions 

THE second of the two ordinances pro¬ 
mulgated by the government recently is 
the thin end of a wedge designed to catch 
in the cleft more quarries than the ram¬ 
paging Khalistani fanatics. At the moment 
public attention is mainly focused on the 
ostensible object of the ordinance which 
is the combating of the mindless bruta¬ 
lities of the misguided Sikh activists, in 
goading whom into the blind alley of 
terrorism the Congress! 1) politicos have 
played no small part if one recalls the con¬ 
tributions made in this regard by its 
stalwarts—from the late Sanjay Gandhi 
and Giani Zail Singh to those responsible 
for organising the anti-Sikh pogrom in 
Delhi in 1984, to mention only the more 
prominent elements. The present ordi¬ 
nance, in reality, has another, less notic¬ 
ed, aim, namely, the elimination of “the 
extremists" in “various parts of the coun¬ 
try”, who obviously denote the peasant 
revolutionaries engaged in beating back 
the brutal offensives of the clas.s-caste 
hierarchy in the Bihar and Andhra 
Pradesh countrysides. The ordinance pro¬ 
vides for life imprisonment and even 
death penalty for offences involving the 
use of prohibited, i e, automatic, arms. 

The government cannot in justice 
escape the charge of insidious intentions 
and conduct for bracketing, as it does, the 
Khalistani fanatics' mindless brutalities 
with the socially justified resistance and 
resurgence of the most down-trodden 
segments of the Indian people. In certain 
areas of acute agrarian tmsions, such as 
Bihar, as is well known and has been 
reported in even the national dailies, the 
landholding rural elite has built up well- 
equipped armouries which include auto¬ 
matic guns. Since these rich and power¬ 
ful maUks have close familial and 
class/caste ties with the local police and 
bureaucracy, they can depend not only on 
the government’s repressive arms for the 
defence of their private interests, very 
often in violation of the laws of the land, 
but also on the connivance of the state 
machinery if and when they choose to 
make use of their own ‘armies’. That the 
government’s laie.st ordinance is not 
directed against these mortar-wielding 
landed elite is explicit from its use of the 
word ‘extremists’ which is the accepted 
code name for those dubbed as Naxalites 
or Maoists. Even if the extremists in Bihar 
or Andhra villages lack the resources to 
procure automatic guns, some may be 
planted on them to incriminate and 
punish them. 

The justified defensive actions of the 
down-trodden apart, the Universal 
Declaratioiv of the Rights of IVoples, 
formulated by the well known Lelio Basso 
.International League for the Rights and 
Liberation of Copies, Rome, which is the 


1140 


legatee of the more famous Bertrand 
Russel Commission, proclaims that 
people whose fundamental rights are 
seriously disregarded has the right to 
enforce them, especially by political or 
trade union struggle and even, in the last 
resort, by the use of force'*. 

BENAMI DEALS 

Half-Hearted Measure 

THE ordinance on benami transactions 
promulgated last month is based, almost 
verbatim, on the Law Commission’s 
recommendations. Yet it has evoked un¬ 
charitable comments from virtually all 
quarters. This is perhaps a reflection of 
the current level of the government’s 
credibility rather than of the merits-of the 
ordinance. 

Substantive criticism of the ordinance 
seems to have been two-fold. One, it has 
been pointed out that the law already 
contains several provisions—for instance, 
section 281A of the Income Tax Act and 
sections 422 and 424 of the Indian Penal 
Code—which should have sufficed to 
deter fraudulent transfers to benamidars. 
The other criticism has referred to the 
inconvenience that is likely to be caused 
to beneficiaries in the case of genuine 
transactions—“when one person advances 
money for a transaction in the name of 
another with a genuine intention to 
beneflt the latter”. Finally, it has also been 
pointed out that the measure will not 
touch the proceeds of kickbacks and com¬ 
missions held outside the country by 
benamidars. 

That the reach of the measure will not 
extend beyond the country's frontiers need 
not be held again.st it provided it proves 
efficacious in curbing an undesirable prac¬ 
tice within the country. Similarly, too 
much need not be made of the possible 
difnculties likely to be caused in ‘genuine’ 
benami transactions. After all, if the 
transferee, who presumably is the benefi¬ 
ciary in a transfer, is protected agmnst at¬ 
tempts at resumption of title by the real 
owner at will, which is what the new law 
aims to do, how can that cause inconve¬ 
nience to anyone except to the so-called 
teal owner who tries to camouflage the 
ownership of property for purposes such 
as tax avoidance while retaining the title 
to the property in law? 

The Law Commission had no doubt 
found that various provisions already in¬ 
corporated in the statute were enou^ to 
achieve the objective of countering tax 
evasion and preventing frauds on private 
creditors and that if these provisions had 
not succeeded, the reasons had to be 
looked for in factors other than the ade¬ 
quacy of the law. Nevertheless the Com¬ 
mission had, after examining various 


alternatives for regulating benami transac¬ 
tions, takni the view that refusal to 
recognise benamis would be the simplest 
and most effective way to deal with the 
problem. It recommended, therefore, that 
the law should in effect provide that when 
property is transferred benami, the 
benamidar will become the real owner so 
that the doctrine of benami ceases tb be 
a part of Indian law. 

Indian law had so long contained a 
unique feature, evolved entirely out of 
judicial pronouncements and not by 
legislation, viz, the.denial of the presump¬ 
tion of advancement when a person pro¬ 
vides the consideration for acquiring an 
asset in someone CISC’s name. As a result, 
the nominal owner could not assert any 
right of ownership simply by virtue of the 
fact that the asset stood in his name. 
However, when it came to matters like tax¬ 
ation, or enforcement of the rights of 
creditors, the ostensible owner was to be 
presumed to be the real owner unless the 
contrary was proved. And proving the 
contrary required establishing the source 
of the original ‘consideration and the iden¬ 
tity of the beneficiary—by no means easy 
tasks. As a result, tax authorities could 
hardly ever reach the real owners who 
found this position in law to be yet 
another convenient device for tax avoi¬ 
dance by splitting incomes and wealth. 
One of the factors which undermined the 
efficacy of the estate duty in particular 
was the widespread practice of holding 
property benami. When it came to a ques¬ 
tion of the title, however, the very same 
person who denied ownership before the 
tax authorities could assert with impunity 
that the apparent owner was not the real 
owner and that he indeed was the owner. 

This peculiar product of the Indian 
psyche (rather, the Hindu psyche since the 
practice seems to be more widespread 
among the Hindus to prevent coparceners 
of a joint family from laying claim to a 
property which is ‘self-acquired’ by an in¬ 
dividual member of the family) long 
deserved to be thrown out of the fbrmid 
legal framework lock, stqck and barrel. 
The present ordinance does not attempt 
to do so as it continues to make an excep¬ 
tion in the case of assets held for Hindu 
Undivided Family (HUF). Thus one 
source of litigation wilt still remain. The 
real criticism of the measure, therefore, is 
that it does not go far enough. 

WEST BENGAL 

Lessons of Municipal 
Elections 

IN the elections to 11 munidpalities in 
Wnt Bengal, held o»MiQr 22, the Left 
Front captur^ eight while Ae CongreiiG) 
got tlw remaining three. AlAough ^ Left 
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Front may plausibly congratulate itself on 
its overall p^ormance; it cannbt truthful¬ 
ly 'overlook its discomfiture. The left 
Front’s defeat in each of the three munici¬ 
palities has its own story to tell. There is 
also an important message in a fourth 
where it has got a slim migoiity. 

Nearly 80 per cent of over nine lakh 
voters took part in the polling. Out of the 
three boards captured by the Congress(l) 
the Left Front’s performance at Krishnagar 
is strikingly poor. Out of the 29 seats, the 
CPl(M) has got one seat only while 
another seat has gone to an independent 
supported by the Left Front. The Con- 
gress(l) has bagged 19 seats in addition to 
two seats won by independents supported 
by it. It is pertinent to mention here that 
neither Krishnagar nor Midnapore has 
been snatched from the Left Front’s con¬ 
trol. The first was held by the Janata Psrty 
while the second was already in Con- 
gress(I) hands. The third, the Diamond 
Harbour municipality, was of course con¬ 
trolled by a nominated board with a 
CPI(M) majority and had its election for 
the first time. 

This round of municipal elections is 
really signiftcant for a certain correlation 
it has revealed between the Left Front’s, 
or for that matter the CPI(M)’s, poor 
performance on the one hand and their 
internal stresses and tenssions on the other. 
The poor performance at Krishnagar is 
ascribed to, firstly, a wide-ranging fac¬ 
tional struggle betvveen an old’vetcian— 
a former Left Front minister—ron the one 
hand and the incumbent secretary of the 
CPl(M)’s district committee on the other. 
Secondly, the police firing on farmers at 
near by Santipur village some weeks ago 
may also have been a contributory factor. 
The failures at Midnapore have their un¬ 
questionable origins in the open physical 
clashes between the local CPI and the 
CPI(M) groups in that town that con¬ 
tinued to hit the newspaper headlines for 
days preceding the polls. Spokespersons 
of both the parties repeatedly hurled 
charges'of harbouring anti-sodal elements 
against each other. Evrai though a veteran 
CPI leader, who is also a member of the 
Lok Sabha, lodged repeated complaints 
with the CPUM) and the local administra¬ 
tion dominated by the latter, there was no 
prompt or serious response for settling the 
conflicts through mutual consultations. 
Reports about continued violence and 
bjtter recriminations between the two 
communist parti<» filled up newspaper 
columns daily in the pre-poll period. The 
unconcern revealed by the two parties and 
the Left Front as a whole about the 
negative public reacUons was interpreted 
as an open declaration of contempt for 
popular opinion which, in the event, 
reacted by conceding only three and one 
out of a total of 21 seats to the CPI(M) 
and the CPI respectively. 


It was, however, at Panihati that the 
CPI(M) suffered the mostslftiuficant set¬ 
back, and for the most significant reason, 
Hera the Left Front was challenged by, 
besides the Congress(l), a breakaway 
group from the CPI(M), which was able 
to swing a considerable section of the 
party’s base away from it. As a result, the 
CPI(M) got 14 seats out of a total of 30 
and was able to form the board only 
because another Left Front partner, RSP, 
got two seats. The rebels ftom the CPI(M) 
secured nearly 27 per cent of the votes 
polled as against the 30 per cent votes 
polled by the official candidates of the 
CPI(M) and slightly over 31 per cent 
polled by the Congressfl). 

This impressive performance of the 
breakaway group was recorded in the face 
of a highly concentrated campaign con¬ 
ducted by the CPI(M) accompanied by a 
huge mobilisation of its workers on the 
poll day. The F^nihati episode is really 
significant because ftom all available 
evidence it appears that the division in the 
local CPI(M) is not based only or even 
mainly on personal equations among the 
local leaders, but arose from deep-rooted 
political-ideological differences. The rebel 
group seems to be upholding not merely 
the demand for a cleaner personal con¬ 
duct of the leaders but also a mote mili¬ 
tant political line, oriented closely to the 
working class. It appears from the poll 
results that the breakaway group refrained 
from making any opportunist liaison with 
the Congrees(l) while opposing the 
official CPl(M) candidates. It is to be 
hoped that this group will be able to main¬ 
tain and strengthen its principled-position. 
It is also to be hoped, and more fervently, 
that the CPI(M) leadership will draw 
some major lessons from the scrutiny of 
this round of municipal elections. 

NUCLEAR POWER 

Byzantine Accounting 
Procedures 

Sukumar Mtinlidhann writes 

THE eighth report of the Comptroller 
and Auditor General of India for 1987-88 
sheds interesting light on certain points 
that this writer had made in a recent piece 
on nuclear power (‘Birth of Nuclear Power 
Corporation’, EPfV, January 30). In the 
course of an extended analysis of certain 
programmes of the Department of Atomic 
Energy (DAE), the audit report mentions 
that the Ibticorin Heavy ^ter Plant 
(THWP) is the “most successful” in the 
country, having produced 60 per cent of 
the cumulative indigenous output of 
heavy water to date However, its average 
capacity utilisation has been of the order 
of 20 per cent in eight years of operation. 
And on account of capital and opera¬ 


tional expenses being far higher than an¬ 
ticipated, the cost of material product at 
the plant is over Rs 13,000 per kilogram, 
against the estimate of Rs 4,1^ put out 
by the DAE. 

A 235 megawatt pressurised heavy 
water reactor of the Kalpakkam type 
would require a starting inventory of 250 
tonnes of heavy water, and an annual 
replenishment of at least 10 tonnes. At the 
cost of production of the THWP, the 
initial inventory of heavy water would cost 
Rs 325 crore, and the annual replenish¬ 
ment Rs 13 crore. 

Under the accounting convention used 
in the atomic energy programme, heavy 
water is assumed to be leased from the 
DAE by the Nuclear Power Corporation 
(NPC), which operates the power plants. 
The NPC pays a lease charge at the rate 
of 8 per cent per annum on the cost of 
heavy water. The latter, in turn, is assumed 
to be Rs 4,120 per kilogram, or Rs 41.2 
lakh per tonne. 

A recent DAE Committee on the Pric¬ 
ing of Nuclear Power had opined that bet¬ 
ween this convention and the alternative 
one of capitalising the cost of the heavy 
water inventory, there would be no 
material difference to the cost of electri¬ 
city produced at a generating station. 
However, a significant difference that is 
straightaway apparent is that if the heavy 
water cost were to be capitalised, then the 
NPC would need to earn on it the 12 per 
cent return on investment that is conven¬ 
tional for power projects. 

A 235 MW reactor operating at a load 
factor of 60 per cent would produce 1,235 
million units of electricity in a year. If the 
heavy water inventory were to be priced 
at the representative figure of Rs 13,000 
per kilogram, and serviced at the rate of 
12 per cent, then the cash outflow would 
be of the order of Rs 39 crore per year, 
or 31 paisc per unit of electricity 
generated. 

The rate actually paid by the power 
plants is 8 per cent, on a grossly under¬ 
stated heavy water cost of Rs 4,120 per 
kilogram. The servicing burden under 
these assumptions works out to a mere 6 
paise per unit of electricity generated. 
Thus, the NPC manages to shave a 
substantial 25 paisc off the electricity 
tariff; at the expense of the DAE’s heavy 
water projects. If this hidden subsidy were 
to be eliminated, then the economics of 
nuclear power would take a severe beating, 
in relation even to coal-based power 
stations located at great distances from 
mine pitheads. 

Nuclear power stations have so far had 
the benefit of not being expected to 
service their capiul base. However, now 
that the NPC has entered the capital 
market with a bonds floatation, it would 
have to start servicing at least a part of 
its loans at the market rate. To redress this 
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cash outflow, the NPC may be forced to 
seek greater subsidies from the heavy 
water projects. It is hence a debatable 
point whether the ostensible purpose 
behind the formation of the NPC—which 
is to augment investible resources for the 
ambitious 10,000 MW atomic energy pro¬ 
gramme through a direct recourse to 
public borrowing—will really be served. 
Public borrowing toTinance the construc- 


BUSINESS 

STOC K MARKin 

Bn>ad-Based Recovery 

n IS indeed after a very long time-over 
two years—that the stock market has 
again got into buoyant state. It no longer 
betrays even the slightest trace of des¬ 
pondency that pervaded it till two months 
ago. The market has come a long way 
from its year’s low registered toward the 
end of March. 

By May 30, the Financial Express 
equity price inde.x for Bombay had moved 
up by 18.3 per cent and the all-India index 
by 16.9 per cent. The rise in the Bombay 
stock exchange sensitive index has been 
staggering—47..S per cent. Thus within 
eight weeks the Financial Express index 
for Bombay has retraced 73.3 per cent of 
the decline over a period of 22 months— 
from the mid-February 1986 all-time high 
to the subsequent low on December 10, 
1987. The all-India index has retraced S3 
per cent of the total bear market fall. The 
rciracing in the case of the BSE sensitive 
index has been 67.S per cent. 

lb put the recent sharp upswing in a 
different persisective, the Financial Ex¬ 
press index tor Bombay has only to rise 
further by about 7 per cent to carry it 
beyond its previous all-time high mark 
touched on February II. 1986. A further 
rise of 14 per cent will take the aU-India 
index to a new all-time high. The BSE 
index has to move up by 15.5 per cent to 
improve upon its previous be.st-evcr mark 
of 664.54. In other words, if the market 
were to repeat its performance over the 
last two months—April and May—it 
would have moved into an altogether 
unknown area. 

it might come as a sui prise to many 
that the rise in equity price indices 
witnessed during April and May exceeds 
the rise recorded during the hectic period 
of January-l-'cbruary 1986. But having 
made this point, it is necessary to mention 
that while Januaiy-February 1986 repre¬ 
sented the last phase of a prolonged bull 
market, the recent upswing marks only the 
beginning of a new bull market. 

There are still quite a few technical 


tion of generatiiv stations may only be 
a means of disguising tboMieiniial diain 
of resources in otho' segments of the 
DAE's activities. 

The Action of nuclear power being a 
cheap and dependable energy source for 
the future is becoming increasingly dif- 
flcult to sustain, as the Byzantine web of 
the DAE’s accounting procedures is being 
gradually unravelled. 


analysts who think that the recent upswing 
is no more than a secondary correction in 
the two-year old bear market. That the 
magnitude of the rise and the retracement 
of the preceding decline fall within the 
generally accepted norms of a secondary 
correction may be readily conceded. But 
that is not to say much really. The most 
significant aspect of the current recovery 
is that it is for the Arst time that the 
market has moved well beyond its previous 
intermediate top established about the 
middle of January. The recovery from 
December 10 low to mid-January high can 
by no means be dismissed as just a minor 
rally. 

The renewed upsurge and buoyancy in 
the stock market cannot be described as 
purely speculative. The recovery is broad- 
based, with a fairly large number of cash 
scrips, especially shares which had- been 
going virtually abegging at substantially 
below par, fully participating in the 
current upswing. There has also been a 
marked increase in outside public parti¬ 
cipation in the market. 

Very briefly stated, factors contributing 
to the phenomenal change in the stock 
market scenario include technically over¬ 
sold position of the market in March 
evidenced by the emergence of backwar¬ 
dation charges in a record number of 
scrips, marked-decline in floating stocks 
of shares of good companies as a result 
of massive institutional purchases, in¬ 
creasing evidence of New Delhi’s market- 
oriented approach to dealing with econo¬ 
mic issues, fiscal concessions for the 
corporate sector, growing belief that in 
view of the approach of general elections 
the government will do its utmast to 
accelerate the pace of industrial and 
economic tempo and, last but not the 
least, expectations of a good normal 
monsoon which holds the key to kharif 
agricultural production. 

Bullish fervour has reached a high 
pitch. The market has pushed its way up, 
completely ignoring the record high 
carryforward charges at the turn of last 
settlement—30 to 36 per cent on annualis¬ 
ed basis. Nor has the market allowed itself 
to be upset by the union finance minister's 


imported statement in Calcutta that "no 
fi^er incentives yvill be given to the 
industrial sector or the capital market 
besides those that have been announced 
in the last budget and thereafter” even 
though a good deal of its optimism had 
been attributed to hopes of a fresh 
package of incentives. All this is a measure 
of the strong grip bull operators have 
acquired over the market. Bears have been 
completely routed. 

Despite Tiwari's statement discounting 
prospects of any further incentives, the 
stock exchange fraternity seems convinced 
that since Rajiv Gandhi is keen to attract 
foreign investment on a big scale and quite 
a few countries—Japan and West Gemiany 
in particular—have evinced considerable 
interest in setting up ventures in the coun¬ 
try, the government will be obliged to 
devise a fresh package of incentives aimed 
directly at making investment in equity 
sufficiently attractive to enable the capital 
market to raise requisite matching rupee 
resources. The buoyancy in the secondary 
market alone will not be enough to revive 
the capital market. 

Jhe stock market seems to have derived 
considerable comfort from reports that 
the Abid Hussain panel, set up at the 
behest of Rajiv Gandhi to draft an in¬ 
dustry policy package to boost investment, 
has recommended a libcrali.sed approach 
for the private .sector participation in the 
‘core’ sector industries. It has suggested 
that with a view to encouraging larger 
investment and providing healthy com¬ 
petition, the core sector should be opened 
to the private sector. This has raised hopes 
of fresh incentives for which the industry 
ministry is known to have written to the 
finance ministry. 

The stock market is in really good 
temper with its sentiment considerably 
buoyed up by forecasts by the meteoro¬ 
logical department of “a good normal 
monsoon for the country”. It is said that 
“nearly 80 per cent of the factors analysed 
indicate a good monsoon”. A really good 
monsoon will have a far reaching impact 
not only on agricultural production but 
also on the general economic tempo. 

The current recovery in equity prices 
marks the beginning of a new primary 
hull market. This is not to suggest that the 
market will soon move beyond its 1986 all- 
time high. There is no way of knowing 
how the primary trend will unfold itself. 
It would indeed be wishful to think that 
the market is all set to scale new highs in 
just one sweep. No market can keep 
moving in any one direction for too long 
without making its technical position 
vulnerable. That the stock exchange 
authorities in Bombay should have 
deemed it necessary to effect a substantial 
hike in the daily maigin payable by bulls— 
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twice that payable by bears—is a measure 
of its concern about the increase in 
speculative activity and the strong hold 
bulls have acquired over the market. Con¬ 
sidering the very steep rise since the begin¬ 
ning of April, the market could take a 
pause any time to allow technical forces 
have their play. Ibchnical correction seems 
due and it should be welcomed. 

JOINT VENTURES ABROAD 

Poor Performance 

ACCORDING to the annual report of the 
ministry of commerce for 1987-88, there 
were 182 Indian joint ventures abroad as 
on December 31, 1987 of which 1S8 were 
in operation and 24 were at different 
stages of implementation. In the 138 joint 
ventures in operation, the total amount of 
Indian equity was about Rs 93.12 crore 
(including bonus shares). The approved 
Indian equity with regard to projects 
under implementation was Rs 18.43 crore. 

The joint ventures cover a fairly wide 
spectrum both in the manufacturing and 
non-manufacturing sectors. Of the 158 
projects in operation, 101 (64 per cent) are 
in the manufacturing sector and 57 (36 per 
cent) in the non-manufacturing sector. 
Tho^ in the manufacturing sector 
generally cover the following areas: light 
engineering, chemicals and pharmaceu¬ 
ticals, textiles and allied pr^ucts, iron 
and steel, leather and rubber products, 
conunercial vehicles, oil seeds crushing 
and palm oil refining, food products (in¬ 
cluding soft drinks), pulp and paper, glass 
and glass products, cement products, etc. 
The non-manufacturing Held includes 
hotels and restaurants, trading and 
marketing, engineering contracts, con¬ 
struction, etc. 

The joint ventures are dispersed over 35 
countries. However, over 81 per cent of the 
operating joint ventures are concentrated 
in 11 countries: Malaysia (22), Sri Lanka 
(18), Singapore (14), Nigeria (13), UK and 
Indonesia (II each), Thailand (9), UAE, 
Nepal and Kenya (8 each) and the US (6). 

llie latest ministry report is silent on 
the number of approvals for Indian joint 
ventures abroad, their mortality rate, etc. 
However, in an earlier annual report for 
1985-86 it was stated that 497 proposals 
had been cleared by the government upto 
December 31, 1984. Apparently, the mor¬ 
tality rate of these ventures is over 50 per 
cent. The number of ventures actually in 
operation as on December 31, 1984 was 
given as 157-while according to the latest 
report this number was 158 as on 
December 31, 1987. In other words, this 
numbo’ has remained virtually stagnant 
over die last three years. 

According to informed sources, the 


high mortality rate of projects is mostly 
at the implementation stage. This is attri¬ 
buted to lack of proper planning and the 
entrepreneurs deciding at a later stage not 
to proceed with the original plans. This 
results in adverse publicity for India. Since 
most of our joint ventures are in the 
developing countries, they are looked 
upon as a yardstick of India’s industrial 
sophiiitication. 

The joint ventures were viewed as an 
important instrument of export promo¬ 
tion. In non-traditional exports, engineer¬ 
ing goods play a vital role and joint 
ventures could pave the way for promoting 
the exports of these goods in the highly 
competitive world markets. Moreover, 
jojnt ventures could provide an oppor¬ 
tunity to boost the country’s foreign 
exchange earnings through repatriation of 
profit and capital over time. However, the 
high mortality rate of approved proposals 
for Indian joint ventures abroad and the 
dismal performance of those in operation 
have belied these hopes. 

According to the figures given in the 
latest ministry report, the additional 
exports generated through joint ventures 
so far have amounted to only Rs 198.55 
crore (cumulative), total dividends 
Rs 18.72 crore and other repatriations 
Rs 32.54 crore. Though the latest report 
has not given comparative figures year- 
wise, the earlier report had also indicated 
that the additional exports generated as 
well as benefits repatriated by these ven¬ 
tures have tended to decline sharply over 
the past few years. 

One reason for the poor performances 
and high mortality rate of these ventures 
is said to be their uneconomic size. In 
most of the operating joint ventures. 
India’s shareholding is less than 50 per 
cent and the value of investment less than 
Rs 50 lakh. In quite a few cases, it is as 
low as Rs 5 to 10 lakhi Even so. it cannot 
be denied that bad planning! and in¬ 
adequate appraisal of proposals are 
responsible to a large extent for the poor 
performance and failure of a large 
number of ventures. 

The joint ventures established abroad 
are given approvals under section 27 of 
Foreign Exchange Regulation Act 1973 by 
an inter-ministerial committee headed 1^ 
an additional secretary in the ministry of 
commerce. There is an imperative need to 
strengthen this committee to ensure pro¬ 
per appraisal of proposals. There should 
also be penalty clauses for. non¬ 
performance or non-implementation of 
the projects by the Indian partners. Sur¬ 
prisingly, the latest ministry report has 
failed even to take note of the serious 
shortcomings of these ventures let alone 
list the remedial measures to improve their 
performance. 


TWENTY YEARS AGO 

EPW, June 8, 1968 

The dchalc. now muted, over those provi¬ 
sions of the Patents Bill which are concerned 
with drugs has distracted attention from cer¬ 
tain basic issues relating to this industry and 
its international marketing prac’ices The 
professional education ol most medical prac¬ 
titioners has been almost exclusively taken over 
by the detail men of the laige |drug| com¬ 
panies. Through contact, mailed leaflets and 
free samples, these companies indoctrinate the 
practitioners to prescribe their brands priced 
many times higher than the generic ciiuivaicnts 
which are available in the market and are sup¬ 
plied in bulk to hospitals and the dcfe;ice 
services.. l.arge drug manutactureis have 
generally sought to get round this criticism by 
stressing the dangers of ‘bath-tub manufac- 
ture*, i e, production of substandard drugs 
under unwholesome conditions, aild the 
benefits they return to the community in the 
form of research on new drugs and ready 
availability of a wide produd range. The 
manulacturc and sale of sub-standard drugs 
only shows up Che laxity of the official drug 
control machinery; it does not affect the ca.se 
for sale of drugs by their generic rather than 
their brand names. As for the ready availability 
of a wide product range, one wonders how the 
crowding ol chemists’ shelves with a number 
of competing brands ofTera an intrinsically bet¬ 
ter service to the ailing consumer, or keeps 
prices down and competitive, so long as the 
sustained iiidocrrination ol medical practi¬ 
tioners continues. 

* * * 

in the manoeuvres connected with the elec¬ 
tions to the CH' ICentral Election Commit 
tee of the Congress] Indira Gandhi’s sup¬ 
porters once again depicted her as being in 
confrontation with the ‘bosses' or the so-called 
syndicate. 'I his is, of course, a total mis¬ 
representation of the pattern of leadership in 
the Congress today. The fact is that in the col¬ 
lective leadership that exists Indira Gandhi is 
a part of the ruling group as are the much 
abused members of the syndicate. The attempt 
to make a distinctiini between her and them 
IS misleading since if by the syndicate is meant 
the group that controls the party, she is a 
member of it as much as. say. Atul^ Ghosh 
or C B (iupta. 


As a means to stabilising trade between 
India and eastern Europe it has been suggested 
for quite some time, particularly by the east 
European countries, that there should be inte¬ 
grated development of certain sectors of-in¬ 
dustry in India and these countries. But with 
the uncertainty regarding the future course of 
planning in this country, these proposals have 
made no progress, fibt even in the absence of 
a plan it may be useful to explore possibilities 
of such integration with regard to specific amts 
to be established in this country with complc- 
memary units in eastern Europe. Recently, for 
instance, a proposal has been mooted for set¬ 
ting up facilities in Czechoslovakia for 
assembling of wagon components to be 
exported to fhaf country by India. 


Eoononiic aad Pcriitical Wsekly June 4, 1988 


1143 



A California Diary 

AM 

The Democratic primary in California should have been rendered 
a formality; that it has not been is on account of the Jesse 
Jackson factor. Jackson, the black pastor from the mid-west, -one 
of the bright young brats who came up with Martin Luther King 
in the civil rights movement, who used to spit fire in the earlier 
days while advocating the black cause, and who is an 
extraordinarily gifted speaker, has caused a turmoil in the 
Democratic party. 


NOUNS and adjectives are sliuffled 
around in the United States, so there need 
be no confusion over what primaries are. 
Primaries choose delegates to party con¬ 
ventions. It is presidential election year 
here, and delegates pledged to aspiring 
candidates are being chosen in party 
primaries across the nation through the 
elongated spring and early summer. In 
California, the sun state, they schedule the 
primaries rather late, in June, after near¬ 
ly everyone of the other states has gone 
through the chore. For the Republican 
party, the nomination of the presidential 
candidate is already sewn up, the incum¬ 
bent vice-president, George Bush, has 
emerged the winner, the California 
primary is a mere formality. Fbr the 
Democrats too the po.sition has somewhat 
clarified in the course of the past month 
with Michael Dukakis, the governor of 
Ma.ssachusctts. having more than 1,500 
delegates pledged to him, and several hun¬ 
dred more currently pledged to other can¬ 
didates, who have however meanwhile 
retired from the field, leaning towards 
him; the winning candidate must have at 
least 2,100 delegates at the party conven¬ 
tion, a number well within Dukakis’s im¬ 
mediate reach. 

Which should have rendered the 
Democratic primary equally a formality 
in California. That it has not become so 
is on account of the Jesse Jackson fgetor. 
Jackson, the black pastor from the mid¬ 
west, one of the bright young brats who 
came up with Martin Luther King in the 
civil rights movement, who used to spit 
fire in the earlier days while advocating 
the black cause, and who is an extra¬ 
ordinarily gifted speaker, has caused a tur¬ 
moil in the Democratic party. He has rein¬ 
ed in his once ‘extremist' stance and 
fashioned a coalition of sorts with the 
liberal stratum within the party; for years 
bn end. he has worked quietly to set up 
a strong grassroots organisation which in 
its turn has ensured a vastly improved 
regi.stration of black voters; he has also 
cut out much of his supposedly radic^ 
polemics, adhered to advice from a wide 


array of scholars and academics who 
belong to the Democratic party fold. The 
upshot is his surprisingly good showing 
in the early Democratic primaries. In fact, 
at one point there was a danger—or, if you 
would prefer the neutral expression, a 
possibility—of his being first at the post 
for the party's presidential nomination, 
leaving the other candidates well behind. 
This was a development the party esta¬ 
blishment was not prepared for. The 
nation, according to it, is not yet ready 
for a black president; Jackson is running 
ahead of his times. Following the revela¬ 
tion of the Iran-Contra arms scandals, the 
administration’s flustered handling of the 
Nicaraguan and Panamanian problems, 
and the generally lacklustre performance 
of Ronald Reagan during his second term, 
the Democrats can scent victory in the 
coming November. That prospect would 
be obliterated, so the tacit argument runs, 
should Jesse Jackson be the party’s 
standard-bearer; in the nation’s pre.sent 
mood, he is simply not 'electable'. This, 
the party establishmet would assert, is 
not pandering to racial prejudice, but 
acknowledgement of reality. 

Towards the beginning, theic were 
amongst the Democrats as many us seven 
presidential ‘hopefuls' jostling against one 
another in the primaries. Once Jackson 
started to score strongly in the early 
primaries, there was a dramatic shill in the 
scenery. The other candidates quickly 
dropped out, forestalling the risk of split¬ 
ting the non-black votes, which got con¬ 
solidated for Michael Dukakis. Dukakis 
is an earnest, colourless, middle-of-the- 
road political functionary. Fie sets no 
rivers on fire. He makes a few mandatory 
references to the legacy of John F Ken¬ 
nedy. and stresses the fact that he hails 
from Kennedy's state. In marked contrast 
to Jackson, he is, at least on the surface, 
devoid of passion. Perhaps that makes 
him a safe bet for the Democratic party’s 
established bosses. The bosses prefer 
vagueness; bland, they have decided, is 
beautiful. Reference to issue.s, they have 


satisfied themself ralos up divisiveness 
within the nation, why risk it? The 
Republicans have already chosen a bland 
enough candidate in the person of Bush, 
who too is beautifully vague on substan¬ 
tive issues. All you need to do is to pick 
a candidate who can match him in 
vagueness, and put your trust on the«wing 
of the pendulum; after eight years of a 
Republican administration, the voters are 
likely to shift back to a Democrat and 
choose him as president. Unles.s, of 
course, he is .someone absolutely ‘un¬ 
electable’, like Jesse Jackson. 

Jackson is not amused, or perhaps he 
is. At the moment he is campaigning 
furiously in California, asserting that the 
race for the Democratic nomination is far 
from over. California, he says, will be.the 
clincher. It is a major state, with a huge 
number of delegates, under the rules of 
the California primary, the winner lays 
claim to all the delegates. Provided he 
.succeeds in winning here, his total delegate 
strength, Jackson reasons, will almost 
matd) Dukakis’s, and the battle will then 
be properly joined at the party conven¬ 
tion in August at Atlanta. 

And the battle in August, and sub- 
se(|ucntly in November at the presidential 
election proper, Jacksc<n roars, will be over 
issues. Issues such as expansion of 
economic opportunities for all, elimina¬ 
tion of the last vestiges of racial discrimi¬ 
nation, enlargement of social welfare 
measures, creation of educational oppor¬ 
tunities for black, hispanic and other 
minority groups, fighting the drug 
menace, which is destroying American 
homes, with all the resources the 
American state can command, better 
housing foi the poor and the under¬ 
privileged, eradication of urban violence, 
protection of American jobs, and, finally, 
a generally liberal attitude to solving the 
problems of social deviants .such as gay 
groups. Jackson stresses the interrelation 
between these issues and would like to 
write into the Democratic platform con¬ 
crete, time-bound proposals to tackle 
them. He would also like to break out of 
frozen foreign policy stances and, for in¬ 
stance, sign an accoid with the Sandinista 
government in Nicaragua and persuade 
Israel to accept the reality of Palestine 
nationhood. 

Jackson is having a whale of a time, 
explicitly spelling nut the measures he 
would like a Democratic administration— 
Aif administration—to put through so as 
to cope with ihetic diverse issues. It is 
obvious he is pleading for a m^or involve¬ 
ment of the state in the affairs of the 
nation, and there is a fiscal price-tag at¬ 
tached to what he is saying. Despite the 
nervousness of the party establishment, he 
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IS going flat out, for he has very little to 
lose. California is assumed to a state 
hospitable to contrary and contentious 
iJea.s and activities. Both the far right and 
the far left receive a hearing here. And 
lackson’s stand on specific themes, such 
as on the drug menace and violence on 
the streets, has attracted a following even 
ill stodgy, middle class households. All the 
^amc, if the polls arc to be believed, he is 
unlikely to overturn Dukakis in the 
California primary; either racial prejudice 
-t he ‘we'ain’t -goin’-to-votc- for-no-nigger’ 
syndrome—will come to full bloom, or 
the question of ‘clectability’ will rear its 
head. 

That docs not still resolve the dilemma 
for the Democratic party, for even if he 
loses in California, Jackson will still have 
enough delegates at his disposal at the 
Mlanta convention, and will demand a 
say in the drafting of the party’s platform. 
Hc-cannoi be easily brushed aside, given 
his overwhelming influenee over the black 
voters. The Democratic candidate will 
have little chance of being elected in 
November without Jackson's active sup¬ 
port. On the other hand, should Jackson 
insist that his fat out views on social 
leconstruction and foreign policy be 
inscribed in the party's programme, that 
IS to say, should he insist that blandness 
be banished fiom the programme, the 
paity would run the risk of alienating 
huge chunks of conservative voters 
thereby decisively losing the election, 
Jackson is thus stuck in the Democratic 
party’s throat: he cannot be spit out, he 
cannot be swallowed cither. 

Much of this month's speculation is 
over the ‘maturity’ which Jcs.se Jackson 
is likely to display at Atlanta. He will, it 
is being fervently hoped in the relevant 
circles, be a realist and not insist on claim¬ 
ing the vicc-presidential slot foi himself; 
a black vice-president, who will be just a 
heart-beat away from the presidency, is 
considered to be equally ‘uiielectablc’ at 
present. It is further hoped that he will 
.see reason and not be adamant on incoi- 
porating'the whole package of his corny 
ideas into the party platform. Perhaps he 
will be satisfied if offered a responsible 
cabinet slot. But which one? He cannot 
be made the secretary of state, for that will 
raise the hackles among the Jewish voters. 
What to do with Jesse then? 

I 

There is an irony in this situation. At 
thb same time, how docs one quite ignore 
the enormity of the strides the United 
States has made-given the fact that it is 
barely a quarter of a century since Little 
Rock. It is barely a quarter of a century 
since Little Rock, and already a black 
person, grandson of a slave burn out of 
wedlock to a charwoman, has succeeded 


in proving himself to be a serious aspirant 
to the nation’s presidency. Xhat. it will be 
claimed, is, measured in American stan¬ 
dards, phenomenal progress. In Califor¬ 
nia's friendly, salubrious climate, Jackson 
is enjoying every moment of his glory, win 
or lose, he has already created history, he 
has helped to re-derine and enlarge the 
American dream. A black president may 
not be a practical proposition right at this 
instant, but given Jackson’s pace-setting, 
a black American boy will, come tomor¬ 
row, take it as normal to dare to be elected 
president of the United States of America. 

In other directions though, the cultural 
lag persists. California has a Republican 
governor of Armenian extraction. He 
thinks it altogether legitimate for piesi- 
dent Reagan to demand at the Moscow 
summit that the Soviet authorities agree 
to slice off parts of the Ararbairan re¬ 
public and join these parts with Armenia. 
Even at the level of a governor—and 
governor of the US's most industrial and 
most prosperous state, a state which brags 
among its universities both Berkeley and 
Stanford—it docs not at all occur to.him 
that the demand is no le.ss absurd and im¬ 
proper than, .say, a request from the 
government of Japan to slice off a bit of 
California so that a separate state may be 
created where Japanese-Americans will 
enjoy a plurality. Ptreslroika and glasnosi 
are yet to reach American .society, 'lb the 
vast majority of the citizenry here, such 
issues as freedom and equal opportunities 
do not involve them, but other countries, 
particularly countries which swear by 
.socialism. Glasnost, according- to their 
logic, has to be unidirectional. Thus 
American television crew can freely ask 
questions of home-bound Soviet soliders 
in Afghanistan, interrogate Moscow 
housewives on their household budget, or 
transmit a thousand shots of the handful 
of workers who were on strike at the Lenin 
Steelworks in Poland last month. Were a 
television team from the Soviet Union, 
however, to venture to try to shoot a film 
on racial Jsscrimination in Alabama nr on 
the large-scale lay-off of industrial 
workers in Michigan, freedom would be 
considered to be in peril, and both the 
administration and the Congress would be 
de-hinged by this gross act of aggrc.ssion 
on the part of totalitarian communism 
against the American system. Definitions 
too, like nouns and adjectives, are shuffled 
around in this country. An American 
publisher has made a pre-publication 
offer of two million dollars to Lech 
Walesa, the Polish dissident, for his 
autobiography. In case the offer is accep¬ 
ted, it is a blow for freedom. Should a 
similar offer be made by Progress Publi¬ 
shers, Moscow, to, say, Abbie Hoffman, 


the dissident American who had founded 
the yippies in the 1960s and who was one 
of the Chicago Seven, to write his 
autobiography, there would be outrage in 
the United States. 

But, then, this country has always 
revelled in contradictions. One has only 
to watch a brief sample of the program¬ 
mes the television networks sci ve to realise 
the fact that, notwithstanding the vast 
technological .strides the country has 
made, literacy is here a fringe factor. In 
a nation of two hundred si.My million, 
perhaps a bare one million, pci haps even 
les.s, cither first generation immigrants or 
offspring of immigrants, have contributed 
to the intellectual input which has made 
the advances in technology possible; the 
rest of the population, barring the black 
and other minorities, have been bene¬ 
ficiaries of the resulting prosperity. Now 
the Japanese, with their still superior 
technology and enormously greater spirit 
of perseverance, are threatening to spoil 
the bonanza. The Americans like to 
believe that they do not like big govern¬ 
ment, but it is widespread state inter¬ 
vention which is actually saving the day 
for them. Huge fiscal deficits have kept 
military expenditure, defence contracts 
and employnirnt afloat, and playing 
around with iutciest rates by official agen¬ 
cies has permitted the inflow of funds 
from overseas to balance the nation’s 
outlay on goods and .services. There is also 
the supplementary inflow from past 
foreign investments, mostly in Latin 
America. All this helps. Notwithstanding 
the inability to match Japanese produc¬ 
tivity, the level of unemployment is 
tolerable—at least for the non-black 
population—and inflation is only 
moderate. 

Whether this near tranquillity will con¬ 
tinue is the question. Ibchnology at one 
end has fostered high incomes as well as 
ample free time filled with emptiness; 
social rigidities at the other end have dic¬ 
tated that both income and leisure be 
denied to certain sections of the people. 
The excessive availability of resources for 
.some and its near-nonavailability for some 
others have had identical consequences 
which in the nineteenth century would' 
have been described as libertarian. AIDS 
and drug addiction are no longer marginal 
manifestations one can ignore as tem¬ 
porary effervescence in an otherwise 
stable system; considered together with 
the steady deterioration in the economic 
competitiveness of US products, they now 
pose a major threat to the very concept 
of what is known as the American way of 
life. 

The Republicans of course will not 
^ree. Have they not cut the tax rate, have 
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they n6i reduced the rates of inflation and 
unemployment loo. and, despite the em¬ 
barrassments of Iranscam, Nicaragua and 
Panama, have they not forced the Soviet 
Union to withdraw from Afghanistan? 
Besides, witness ulasnust and penviroika, 
has not communist totalitarianism begun 
to crumble in its citadels? Render unto 
Gorbachev, the Deinoctats tvill respond, 
what belongs to Gorbachev, and the rest 
is nothing to crow about, the great 
American dollar is now an inferior cur¬ 
rency, Ameiican productivity is slipping 
and slipping, the administration, reneging 
IIS pledges, has indulged in unprecedented 
deficit Imancing, and the economy is 
being sustained by the flow of foreign 
liinds which m turn depends on con¬ 
tinuous jacking up of the domestic in¬ 
terest rate stiucturc; the reality was 
rcHectcd m last October’s sudden collapse 
ol the slock market; what happened then 
could happen any day again; meanwhile, 
the sisil lights situation, drug affliction, 
urban violence and the AlliS menace 
have each giowii Irom bad to worse. 

Jesse lacksoii says he has thought 
things through, he knows the answer to 
each ot the problems. The Dernocratic 


paity dare not indulge in any detailed 
debate. Maybe, Jesse has the answers, but 
he is not 'electable', so what will the 
Democratic party choose to do, and what 
will Americans as a nation? President 
Reagan and his wife, according to the 
latest reports, have chosen, they have 
crossed over and reposed their faith, in the 
manner of Indian politicians, in astrology; 
a San Francisco Socialite has been identi¬ 
fied as their in-house astrologer. For the 
rest of American society, that may not 
mean much. In California in particular, 
astrology is at the moment having a rather 
bad press. Four centuries ago, the Euro¬ 
pean astrologer Nostrodamus had predic¬ 
ted that California would be destroyed by 
a fearsome earthquake on May 10 this 
year. The fateful day came and went, there 
was not even a mild tremor anywhere in 
California. 

.Tessc Jackson claims he has the cure foi 
the nation’s ills. Whether a sizeable 
number of Californians have moie faith 
in him than in-Nostrodamus—and the 
social courage to make that laith esplicit 

-will be known only when the pritiiaiy 
ends. 

But even if Jackson loses, he may still 


regard himielf as the whiner, and for 
legitimate enough ieasons.i(ls an uneven 
society, about as uneven as India, marked 
by extreme disparities in development. In 
that context, the achievements Jackson 
has been able to notch up in the course 
of his campaign are without question 
breathtaking. And, as an American black, 
he has necessarily to combine patience 
with forbearance. He must have hummed 
to himself any number of times that old 
lx>uis-Armstrong member: It takes time/ 
To get your gal to see the light./ It takes 
time./ It isn’t always love at first sight./ 
From the first little glance/ Till she's ready 
for romance,/ Remember, little man, it 
takes time. 

Perhaps the little man will take the cue, 
but will the nation go along? Does this 
nation at all know where she wants to go? 
California’s lush landscape can deceive, 
for the daily quota of news—of heroin 
and cocaine smuggled in tons, of street 
gangs fighting it out with automatic 
weapons, of sex crimes of all descriptions 
—disturbs and unnerves. The salubrious 
cliniaie notwithstanding, there is. alas, not 
much of comfort in California. 


Indo-Dutch Programme on Alternatives in Development (IDPAD) 

Tfie ICSSR in collaboration with the Institute for Social Science Research in Developins Countries (IMWOO), 
the Hasue, is now preparins to sponsor collaborative research for the third phase of IDPAD besinnins from 
the middle of 1989 In this connection applications from Indian scholars are invited for grants to take up 
projects in one of the following areas of research- 

0 Ecology and Development, 

II) Rural Iransformation in Asia; State, Class and Gender, 

III) State and Society; 

iv) lirternational Economic Order 

Details may be obtained upto the end of June 1988 


from- 

IDPAD 

Member Secretary 

Indian Council of Social Science Research 
35 Ferozeshah Road, New Delhi - 110001. 
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CAPITALSCOPE 


The Dagger of the Mind 

Bhabani Sen Gupta 

Later rather than sooner the nation will realise that the ‘dagger of 
the mind’ will find no solution to the Punjab crisis. The only 
solution that can and must work in a democracy is taking the 
case to the people. An election will lead to political realignments 
in Punjab. Let those who win govern the troubled state. 


"THOU marshal’s! me the way that I was 
going”, says Macbeth of the "dagger of 
the mind”. Is that becoming true of the 
politics of Punjab? Is the “dagger of the 
mind” hovering before the government 
and the elements that go by the name of 
terrorists? Inflicting real wounds not only 
on the bodipolitik of India’s most pro¬ 
sperous state but also on that of the en¬ 
tire nation? 

For more than ten days in May, when 
the merciless sun was burning the north 
Indian earth, the bullet and the dagger 
ruled the parched land of Punjab. No otie 
talked or thought of anything else. Indeed, 
the crackle of bullets cried out for more 
crackle of bullets. Nerves were taut. 
Tempers were frayed. Sensible people cried 
out for blood as insensate armed men 
mindlessly killed men, women and 
children. Even to talk of anything escept 
blood for blood and force for force 
brought scowls on otherwise humane 
faces. 

Phantoms came on the screen and 
vanished into the limbo. Barnala was 
dismissed mure than a year ago because 
in a single month 79 bodies had been fell¬ 
ed by terrorists. Nearly 100 were killed in 
three days of May and no one thought of 
.sacking anyone Camo Badai on the screen 
for a fleeting moment only to vanish in 
the darkness because the demand for 
Khalistan tore the skies of Punjab. 
‘Negotiations’ began with the five high 
priests who had been appointed by the ex¬ 
tremists. For another fk^ng moment the 
stage was held by Durshan Singh Ragi, 
head priest of the Akal Takht. After he 
too faded out, all of a .sudden projected 
on the screen was the dubious figure of 
Jasbir Singh Rode, nephew of Bhindran- 
wale. He was expected to bring at least 
some segments of the extremists to the 
sof^ tools of political di‘*Iogues. But 
Rode too talked about Khalistan though 
in a somewhat ambiguous lingo. Soon it 
seemed that people who would not talk 
except on their otyn terms took over the 
stage and pushed Jasbir Singh Rode into 
the wings. On Baisakhi Day, Gurjeet 
Singh, president of the Sikh Students’ 
Federation, stuck to the demand for 
Khalistan and declared that anyone >yho 
deviated from that goal would meet the 


fate of Sant Longowal. When Jasbir Singh 
was at his congregation at Ihlwandi Sabo 
in the second week of April, 50 extremists 
fired shots in the air in the parikrama of 
the Golden Temple and hoisted the flag 
of Khalistan. If the prime minister’s men 
had hatched a subtle political plot within 
the larger bloody and noisy plot that was 
being enacted in Punjab, it evaporated in 
the brutal heat of early May. 

Blood, shrieks and desperation took 
over. On May 8. terrorists killed 13 
migrant farm workers in Binipat, and 
maimed 26. The security forces felled six 
terrorists including Surjan Singh who was 
said to have masterminded the killing of 
32 people in Hoshiarpur district on 
March 3. Next day the focus shifted to the 
Golden Temple at Amritsar. Here, militant 
elements had been constructing a bunker 
above the prusadghar near the Akal Ikkht 
on the western side of the temple compleif. 
A police party led by a DIG of the CRPF 
S S Virk, went to inspect the construction. 
There was an exchange of fire between the 
armed police and the extremists in which 
Virk was wounded. A curfew was imme¬ 
diately clamped on the walled city, and 
more forces were deployed at sensitive 
points. Another day, and a toll of ten 
more lives in Punjab. 

The Rajya Sabha was in session in New 
Delhi “In a rare manifestation of anger 
and anguish”, members from both sides 
of the House lambasted the government 
for its “faint-heartedness in dealing with 
the terrorists in Punjab”. According to a 
report in ope of the major dailies of Delhi, 
the Elders told the government that its 
“supine policies” had “filled the people 
all over the country with anger which 
might burst in the form of violence”. The 
people, they warned, would accept 
nothing short of “effective and result- 
orient^ handling of the situation”. In 
other words, members of the Rajya Sabha 
called for more blood .for more blood, and 
warned the government of a Hindu back¬ 
lash against Sikhs all over the country. Lit¬ 
tle had they learnt from the experience of 
urban and rural guerrilla violence in many 
parts of the world, spread over a con- 
sideraUe length of the latter part of this 
century. How helpless were the vastly 


superior American forces in Vietnam 
against the Vietcong militants, and the 
Soviet troops in Afghanistan-against the 
Afgium rebels? How shrill did the demand 
for more force rise in America and with 
what result? 

A flicker of light came at this time from 
Jasbir Singh Rode. Interviewed by the 
BBC, he declared that he was prepared to 
reach a settlement with the government 
within the framework of the constitution 
because "we do not want the country to 
be broken up”. He would continue to try 
to persuade the extremists to drop the de¬ 
mand for Khalistan. But how could Rode 
cdnduct his reconciliation mission even if 
he really wanted to do so, sandwiched as 
he was between the arms-totting extre¬ 
mists collected in the sanctuary of the 
Golden Temple on the one hand, and the 
security forces determined to flush them 
out, with practically the whole countpr 
carrying out for blood and more blood in 
the meantime? The dagger had gone deep 
into the Indian mind which was at least 
for the time being not prepared to think 
of anything else. 

On May 10, the Golden Temple was 
under siege. An unknown number of ter¬ 
rorists with an unknown quantity of 
upgraded arms were entrenched in the 
temple complex. An undisclosed number 
of security forces were deployed around 
the complex. Sporadic gunfire was going 
on throughout the day in which four ter¬ 
rorists were killed. During an informsilly 
arranged cease-fire, the security forces 
evacuated 800 devotees and volunteers 
among a much larger number that was 
trapped in the temple complex. All exit 
points from the complex were sealed so 
that no extremist could escape. In two en¬ 
counters elsewhere in Punjab, security 
forces gunned down 19 terrori.sts. 

Where did the high priests stand? The 
five arrived in Amritsar and went straight 
to the police station to lodge a protest 
(against what it was not disclosed). They 
asked for, and were refused, curfew passes 
to visit the temple complex area. Two days 
later, on May 12, the high priests decided 
to get arrested, true to the traditional 
Indian style of politics: when you cannot 
control your followers and do not wish to 
lead them, get picked up by the police, you 
are in jail and you are not responsible for 
your responsibilitcs of leadership because 
you have embraced jaildom. Meanwhile, 
more reinforcemenu of Black Cat com¬ 
mandoes and other security forces arrived 
at Amritsar, and prime minister Rajiv 
Gandhi met with governor S S Ray and 
his adviser J Ribeiro in New Delhi to take 
stock of the situation. Even as they were 
confabulating. Black Cats captured the 
temple water tank; governor Ray thun¬ 
dered that the temple would be cleared of 
the terrorists, home minister Buta Singh 
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made another we-will-gei-tough-wiih- 
them speech in the Rajya Sabha, while the 
leaders of the Congre$s(I) in Punjab, such 
as they arc, gathered at a melancholy 
meeting and bemoaned that Rajiv Gandhi 
had forgotten them altogether. 

On the fifth day of the siege, the securi¬ 
ty men snatched away some more build¬ 
ings in the temple complex, smashed 
through the ‘vital fortifications' built by 
the terrorists on the periphery of the com¬ 
plex. The prime mini.stcr told his party 
MPs that there were 22 training camps for 
Sikh tcrrori.sts in Pakistan, five of them 
in Lahore alone, (lovernor Ray flew into 
Amritsar airport to confer with senior 
police and civilian officers. Parliament ad- 
loiirncd, gising the government a welcome 
relief from pressure to use more force to 
meet force. 

Al this stage, the strategy of what now 
came to be known as Operation Black 
Thunder began to unfold with some clari- 
IV. The goveiiimcnt had no intention to 
send its forces into the Golden Temple. 

'1 here would not be a second Blucstar. The 
security forces hud already gained control 
of I he .SCiPC complc-x. Theii first priority 
now was to neutralise the two minarets 
(buiigas) which were considered to be the 
siiongholds of the lerroiists and from 
where thc) were sniping at the .security 
forces. 

This strategy was pursued for the 
following five days, each da> bringing in 
coveted success. Deployed in the opera¬ 
tions were Black Cats of the National 
Security Guards, Army commandoes 
specially trained in urban guerrilla war- 
late equipped with heavy machine guns 
(HMG) flown in on May 13, tracer bullets 
and flares. In a second act of political 
heroism, Indian style, Prakash Singh 
Badul and 7g other Akali leadcis courted 
arrest by Irving to ‘march' to the Golden 
leinple The govcinmeni was “playing 
with lire" by holding the temple under 
siege, mewed Badal, The ‘boys’ inside 
would die, but would become “martyrs of 
the Sikh faith and people would worship 
them”. l or the present, the 79 had to SL*ek 
thc protection of piisons so that people 
did not forget them altogether. 

So far 22 terrorists had been killed in 
the siege, with no life lost on the govern¬ 
ment side. The war of attrition begun to 
yield .solid result on May 1.^, when moie 
than 150 militants surieiideied in what a 
newspaper called “a surprise lesponse to 
Igoveriioi Ra>’s| la.si warning", fhe sur¬ 
render had been secured by a night-Kmg 
exchange of fire, the .security forces using 
traceis and fiarcs. Among those who gave 
up were a number of hard-core terrorists. 
Of them Surjeel Singh, known as Peni.i. 
commuted suicide by swullovcmg poison. 
1 he opposiiion gave full supimii to the 
government action. I he success ol the 
seciuitv foices was viewed iii New Delhi 
“with .idnmation and appioval", accor¬ 
ding ti* I he Hindu. Howevei, as the 
scciiiitv forces were waiting for the last 


bastion of the terrorists to fail, 45 people 
were gunned down in different places of 
Punjab on May 16, tbe maximum killings 
for.a single day. Even though it was some¬ 
what late, former chief minister Barnala 
now decided that he too must go to prison, 
and thither did he go with 300 others by 
staging a mock-heroic attempt to gherao 
R^j Bhavan at Chandigarh. With Barnala 
were other political non-heroes like Bal- 
want Singh and.two dozen former MLAs. 
On May 18, it was all over. The 10-day- 
old siege ended with all terrorists coming 
.out to surrender. There were now only 46 
of them including the Panthic Committee 
-spokesman Nirvair Singh and thc 'general' 
of the 'Khalistani Commando Force’, 
Malkait Singh Ajnala. Three more terro¬ 
rists killed themselves by swallowing 
poison, among whom was Karuj Singh 
Thandc, 'It-general' of thc Bhindranwule 
Tiger Force of Khalistan. However, the 
last two days of thc siege took 57 lives 
elsewhere in Punjab, 17 gunned down on 
May 16 and as many as 40 on May IK. 

Operation Black Thunder was indeed 
a commendable success because it was 
completed with the minimum use of force. 
The number of persons who surrendered 
in two large batches was 192, and all of 
them were probably not terrorists. The 
minimum necessary damage was done to 
the temple complex. At thc time of 
writing, the government ha.v not cotne out 
with an inventory of the arms and ammu¬ 
nitions captured. Thc television clips and 
newspaper reports seem to suggest that 
not a great deal of weapons had been 
stored in the temple and the Chinese A-47 
were not too many. However, reporters 
saw the encounter as a mini-war, and the 
despatches they wrote read like despatches 
filed from a batllelront. 

Newspapers vied with one another to 
congratulate thc security forces for par¬ 
simonious use of force. “Thc dramatic 
surrender” of thc terrorists “rcprc.setit.s thc 
winning of an important battle for thc na¬ 
tion and for thc cause of civili.sed demo¬ 
cracy”, declared The Hindu of May 20. 
The Slatciinan praised the “exemplary pa¬ 
tience and precision that marked thc siege 
of the temple premises”. “Well done!”, ex¬ 
claimed The Indian Expre.<!S. Gill and 
Ribeiro and their brave men “deserve thc 
thanks of the entire country fur their skill 
and the humaneness with which they 
dislodged thc terrtvrists from the Golden 
Temple", it conceded. But it gave no 
thanks to Rajiv Gandhi who had from thc 
beginning strictly forbidden a second 
Bluestar as well as too much use of force. 
The government knew that thc terrorists 
who had taken shelter in thc Ciolden Tem¬ 
ple complex were nut too many and they 
did not have weapons with them to con¬ 
duct much of a battle. The Hindustan 
Tunes gave deserving credit to the Sikh 
masses who hud not joined in any protest 
action, though this did not mean by any 
means that they approved the military ac¬ 
tion against thc terrorists. The Statesman 


alone pointed out that the retaliatory but¬ 
chery of the terrorists took nearly 100 lives 
in a mere three days. 

What about the future? The Indian Ex~ 
press asked the prime minister to loep hk 
hands in his pockets and leave the matter 
for the time twing at least to “Messrs Gill, 
Ribeiro and the men on the spot”. That 
way alone could the terrorists be put on 
the run in the rest of the state. The 
Statesman affirmed that terrorists must 
never again be allowed to enter the tem¬ 
ple with arms, and warned the nation to 
be ready to suffer more bloodshed before 
the Punjab tragedy was finally over. “The 
militants should' be hounded out from 
every nook and corner” shouted The Hin¬ 
dustan Times. “Thc government must 
keep up its offensive!’ The Hindu alone, 
perhaps because its editorial was written 
more lhaii 1.000 miles away from Delhi, 
lecommcnded a three-point package: “a 
Him no-nunsense line of dealing with 
Pakistani aid to, and connivance with, 
aimed extremism in Punjab", backed with 
“thc political initiative on Punjab that has 
become today's initiative”; and “a serious 
and constructive dialogue" between the 
prime minister and the opposition at the 
former’s initiative. 

fhe ten-day siege of May may have 
driven the dagger deeper into thc mind of 
thc nation. Thc prime minister deserves 
to be congratulated for using restrained 
force in the Golden Temple complex, but 
he is under tremendous pressure from the 
bureaucracy, his own party, the opposi¬ 
tion, the bulk of the press and a majority 
of opinion-makers to think and act in 
terms of the dagger and the bullet. The 
Akali leaders have once again shown how 
dwarfed have they become in the face of 
the crisis that has overtaken Punjab. The 
religious elements, whether they be in thc 
Panthic ('ommiltec or the Takht, thc 
jathedais, priests and high priests, none 
seems to be in a position to bring thc ter- 
roust gioiips to thc gentlei process of 
dialogue. When Jasbir Singh Rode comes 
out of prison he may have reached the end 
of whatever road had been chosen for him 
by those who had suddenly put him on 
the pedestal of leadership. 

I.ater rather than sooner will the nation 
realise that thc dagger of thc mind will 
find no solution to the Punjab crisis. Thc 
only solution that can and must work in 
a democracy is taking thc case to the peo¬ 
ple. An election will lead to political 
realignments in Punjab. Let those who 
win govern the troubled state. Let those 
who do not wish to take part in thc elec¬ 
tion isolate themselves from the people. 
Thc people's Irt'ely chosen representatives 
will find thc way to deal w-ith them. If 
elections can be held in Tripura and in the 
proviijees of Sri Lanka, they can as well 
be held in Punjab. The prime minister will 
do well to remind him.scif that it is the 
dismissal of thc Akali Dal government by- 
Indira Gandhi in 1980 that brought Sikh 
terrorism into politics for the first time. 


II4K 
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Vionitoring Public Investment 
4 Creative Initiative 

. C Jain 

n a short span of three years, the annual reports of the ministry 
jf programme implementation have matured as a rich source of 
information on and insight into the working of public sector 
undertakings. The latest report not only provides a view of the 


surface transport, petroleum, chemicals, 
fertiliser, cement, etc); and individual pro* 
jects categorised by investment size. It 
employs three categories: mega projects 
(where investment is over Rs 1,000 crore 
each), m(nor projects (above Rs 100 crore 
each) and medium (above Rs 20 crore 
each). As on September 30, 1987, there 
were 14 mega projects with a combined 
investment of Rs 27,799 crore, 110 major 
projects with Rs 38,560 crore and 187 
medium ones with Rs 9,351 crore. The 


rime and cost over-runs of PSUs but, for the first time, takes 


courage to give some estimate of 
national economy. 

THANKS to Kamarajnagar, public sector 
policy is again in the headlines. Given the 
peaks and slopes of our social stratifica¬ 
tion on the one hand and the choice of 
mixed economy on the other, a continual 
and conflicting discussion about the place 
of public seaor in our development design 
IS unavoidable and indeed necessary. But 
after 40 years of ground experience, it is 
by no means sufficient to talk merely of 
policy. The discussion must be informed 
h> a dispassionate account of the perfor¬ 
mance of major projects/investments. 

1 

In the Seventh Plan alone, the public 
sector will account for an additional in- 
lestinent of over Rs 95,000 crore. Even 
liighcr than this cash is the investment of 
hopes in the public sector as an engine of 
iiTowth—growth informed by social pur¬ 
pose. Sources and extent'of information 
on the public .sector arc however limited. 


the cost of these delays to the 


which affects the economy as a whole. 
MPl’s signal contribution is that it traces 
the journey of each project from the date 
of approval till its commissioning; and 
provides an estimate of the extent of varia¬ 
tions in co.st and time, if any, and the prin¬ 
cipal reasons thereof. 

This formative stage of a project is 
crucial to the particular project itself 
because it substantially determines its 
competitive and survival prospects in its 
subsequent production career. Once 
c.scalation in costs gets embodied in the 
capital outlay of a project, it dogs, if not 
cripples, its operational results right 
through the life expectancy of the project. 
Where the escalation is a multiple of the 
original estimate, its consequences cannot 
be offset easily even by the most mature 
and muscular management. 

The monitoring span of MPI reports is 
very large, it covers infrastructure (powci, 
coal, mines, steel, railways, civil aviation. 


share of each category, i c, mega, major 
and medium, in total investment of 
Rs 75,610 crore was 14,36 and 52 per cent 
respectively (Table 1). 

The first annual report of MIP was a 
slim though sobering document, all com¬ 
pressed in 52 pages. Its Third Annual 
Report (1987-88) just out is about five 
times the size of the first report. More im¬ 
portantly it covers a wider ground. It has 
reported extensively on not only public 
sector projects but also on public pro¬ 
grammes in the fold of the 20-point pro¬ 
gramme. It has given itself a theme— 
“towards a goal-oriented management of 
production, projects and programmes”. 
We shall, however, concentrate here more 
on the anatomy of how public sector pro¬ 
jects are e.\ccuted and some emerging 
lessons. 

ii 

The 14 mega pnijivls ate listed in lahic 1 
with their lespcciisc invcsimeni. Table 2 
captures time ovcr-iuiis and lablc 3 pro¬ 
vides an analysis of the cost of delay. The 
MPI report points out that not only is the 
state ol the ai t ot project iiiaiiagcnicnt in 


The Bureau of Public Enterprises (BPE) 


Tviiii I; PSl^s Muivi K. 20 ( KOKI I- sill 


and the Parliamentary Committee on 
Public Undertakinfs (COPU) have hitlicr- 
10 been the two main sources of published 
data and information on the performance 
ol the public sector units (PSUs). To these 
two has been added, in recent past, a third 
source—the Annual Reports of the 
Ministry of Programme Implementation 
(MPI). 

In a short span of three years, MPI 
icports have matured as by far the richest 
source of information and insight into the 
working of PSUs. The MPI reports do not 
duplicate the ground covered by BPE 
reports which provide mainly financial 
figures and ratios about investment/out- 
put/profitability, etc, of individual PSUs 
as well as for groups of them by broad in¬ 
dustrial category. 

MPI has stepped in to give us a view 
of the two most .significant aspects of 
development endeavour, namely, cost and 
lime runs and over-runs. In many projects, 
Kver-runs of time are even more critical 
than those of cost, because of the disrup¬ 
tion they cause in intcr-sectoral balances 


AsonI.I2.«f. As on ,10 9.87 


No 

Investment I'er Cciil 
(Rs crore) ol Total 

No I nvestment I’er Cent 

(Rs crore) of Iblal 

Mega* Projctis 12 

Major Projects 108 

Medium Projects 170 

Total 290 

25026 .16 

.W.53 51 

8738 1.1 

69.117 100 

14 

no 

187 

311 

27699 36 

38560 52 

9351 12 

75610 100 

• Mega Projects costing Rs 1,000 crore or more arc listed below: 

(Rs crore) 

1 2iid 1I>S Stage II 


(NIC) 

1,095 

2 Koel Karo (HEP)** 


(NHPC ) 

1,100 

3 Riband STPP Stagc-I 


(NI PC) 

1,355 

4 Vindhyachal STPP Stagc-1 


(NTPC) 

1,3.50 

5 NCR TPP (Dadri)** 


(NTPC) 

1,064 

6 Maharashtra Gas Cracker 


(IPCL) 

1,370 

7 H.B.J. Pipe Line Project 


(CiAIl.) 

1.810 

8 Accel. Prod. Prog. (B.H.) 


(ONCiC) 

2.962 

9 Oiissa Ahull. < onipics 


(NAICf)) 

2.477 

10 4 Ml' Expansion (Ithilai) 


(SAIL) 

2.145 

II 4 MT Expansion (Bokaro) 


(SAM ) 

2.072 

12 Durgapur Modernisation 


(SAIL) 

1.157 

13 Vizag Steel Project 


(RINI ) 

6,281 

14 I.A. Fleet Augmentation 


(LA.) 

1,2.18 

' The cost of these projects has 

crossed Rs l,(XX) crore aftci 

1.12.1986 
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•mnl sectors unsatisfactory! but the 
monitoring system "has not been able to 
make a dent in containing the time over¬ 
runs in the projects. In fact, the number 
of projects reporting incremental delay in 
the first 9 months of 87-88 has shown an 
upward trend, which is rather disturbing. 
Rigorous discipline and accountability... 
is still woefully lacking”. 

It is the first time that a public docu¬ 
ment has taken the courage to serve the 
public some estimate of the cost of delay 
to the national economy: 

An aiiciiipi hasliecii made (Table 3) to quan- 
til> the susi ot delay lo the national economy 
in implcmemaiioti ol major projects which 
aic presently on the Flash Report Monitor¬ 
ing system C osi weighted period of comple¬ 
tion- oiiginal as well as now anticipated— 
has been siaiisiically worked out in columns 
6 and i ol the table for all the projects in 


each sector. The methodology is explained 
in the note below the table. Ihl^ 15 per cent 
as the national cost of capital, the cost of 
delay per annum is indicate in col 10 of the 
table. The cost of delay may be a little less 
for some of the projects wherever they have 
gone into phased production before their 
completion. 

The cost of delay in implementing is 
Rs 14,550 crore! It is, as MPI says, “truly 
enormous” and would "seriously vitiate 
the initial appraisal of a project with 
regard to its financial viability”. This is the 
stark message of Ikble 3. 

Monitoring is only a means to an end, 
says MPI, and that the aim is to ensure 
completion of a project on timei What are 
the time-consuming obstacles? Here the 
MPI repoh'has nothing new to add to the 
ailments already known, except to authen¬ 


ticate them as'an laahler' atone cut 

The foremost delsying factw is the 
rapid turnover of project co-oidinatm at 
the top. A survey of projects each costing 
more than Rs 50 crore showed a tldn 
tenure of the top functionaries; and 
vapour thin is the government’s response 
to this phenomenon, i e; one more drcular 
to say that “appointmoit of the Project 
Co-ordinator in future should be made in 
a manner that his or her tenure covers not 
only the impiementatidn period of the 
project but ateo a couple of years b^nd”. 

But the question of depth of tenure is 
secondary, if not infructuods, where the 
very authorities soiding such a circular do 
not bother to even fill the vacancy for long 
stretches. At the time of writing this 
(May 13) an Economic Times hndlinc 
“81 top Central PSU posts lying vacant" 


Iaiiii 2: ANAiysisdi Timi OvtK-RuN Ripoktlii AtrER Inirodik iion of Ft ash Report Monitoring System 

(As on 1.1.1988) 


SI Scctoi No of Projects Reporting Delay in Commis.sioning Time Over-run Index (TOl) WRT 

No Number with Reference to _ 



of 

(Original 

Upto 

1/85 

86-87 

87-88 

Upto 

1/85 

86-87 

87-88 


Project 

Sch) 

1/85 

3/86 



1/85 

3/86 



(ll (2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

1 Aiuiiik I'licrL's 

6 

2 

1 

U 

2 

2 

13.8 

0.0 

2.3 

4.0 

2 Civil aviaiioii 

3 

0 

0 

0 

0 

0 

0.0 

0.0 

0.0 

0.0 

3 Coal 

21 

15 

9 

7 

4 

6 

32.6 

7.2 

3.4 

8.7 

4 Fertiliseis 

8 

6 

3 

2 

3 

6 

31.1 

3.2 

5.8 

14.7 

' Mines 

s 

2 

1 

1 

1 

2 

1.2 

2.6 

5.4 

6.3 

6 Steel 

8 

7 

7 

5 

4 

6 

78.5 

10.8 

5.4 

8.4 

7 Chemicals and petrochemicals 

2 

0 

0 

0 

0 

0 

0.0 

0.0 

0.0 

0.0 

8 lh:troleuin and natural gas 

16 

It) 

3 

1 

4 

8 

16.5 

1.5 

3.7 

8.7 

9 Power 

34 

25 

12 

II 

10 

12 

12.8 

3.6 

3.6 

3.5 

10 Public enterprises 

s 

4 

2 

2 

1 

2 

25.9 

7.5 

2.8 

3.4 

II Railways 

13 

5 

5 

0 

1 

0 

35.5 

0.0 

1.2 

0.0 

12 Surface trans|K>ti 

5 

2 

2 

0 

0 

1 

21.1 

0.0 

0.0 

1.2 

13 Iblecommunications 

1 

0 

0 

0 

0 

0 

0.0 

0.0 

0.0 

0.0 

Total 

124 

78 

45 

29 

30 

45 

24.7 

3.7 

3.2 

5.6 


1X)I of project: incremental delay reported in a period divided by original period of completion. TDI of a sector: Average of TOl of the projects 
in a scctoi 


lAKii 3: Si< lORWisi Anaissisoi Cost or Delay andT iiRowroRWARp bxprNiiiriiRi- 


fRs Crore) 


SI Sector 

Number of 

Now 

Sunk Expenditure 

Cost Weighted Period 

Cost 

Cost of 

No 

Prujeci 

Anticipated 

Upto 87 03 

Upto 

Original 

Now 

Weighted 

Delay in 



Cost 


31.12.87 


Anticipated 

Time 

Implemen¬ 








Over Run 

ting 

(1) C) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1 Atomic energy 

6 

.3457.40 

1149.19 

1317.69 

98.16 

116.62 

18.46 

303.90 

2 Civil aviation 

3 

1890.69 

0.00 

338.81 

41.82 

41.88 

0.00 

0.34 

3 Coal 

21 

6358.(XI 

1885..38 

2476.61 

83.61 

111.14 

27.53 

852.13 

4 Fertilisers 

8 

3267.39 

1.349.50 

22.33.73 

51.68 

93.17 

41.49 

1158.32 

5 Mines 

s 

2997.80 

2492.28 

2689.90 

79.15 

96.70 

17.55 

590.21 

6 Steel 

8 

12553.10 

5853.51 

8042.75 

84.05 

153.26 

69.21 

6958.52 

7 Chemicals and petrochemicals 

2 

1483.00 

179.00 

386.90 

64.04 

63.78 

0.26 

1.26 

8 (\iirolcum and natural gas 

16 

9827.32 

4919.36 

5714.67 

46.05 

62.06 

16.01 

1143.89 

9 Power 

34 

18553.60 

70ll.es 

8111.25 

78.12 

98.91 

20.79 

2107.06 

10 Depaitniem of public enterprises 

5 

1208.89 

399.06 

613.88 

64.67 

97.69 

33.02 

253.43 

11 Railways 

13 

4025.96 

427.00 

2068.55 

88.45 

128.09 

39.64 

1024.89 

12 Surface transpori 

5 

1420.55 

-1-0.00 

548.66 

-I-67.06 

■s 90.32 

-L23.26 

+ 159.56 

13 Telei'ommiinicaiion 

1 

211.58 

93.15 

140.02 

89.00 

89.00 

0.00 

0.00 

Total 

124 

67255.27 

25758.48 

34676.85 

935.86 

1242.61 

306.75 

14550.88 


Cost weighted orig period - Summ |orig cost x (orig doc—doa) month] Summ orig cost. Cost weight now ant period=Summ [now ant cost 
X (now ant doc -doa) monthj^Summ now ant cost throw forward on 87.04 = now ant cost sunk exp uplo 86/03—outlay 86/87, Cost of delay 
III iniple--0.l.s \ sunk esp upto month x weighted period (now ant orig) 12. 
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stares us in the face. IVro of these vacan¬ 
cies are of MDs of NHPC and IPCL, 
giants owning a mega project each. 

A relatively new factor to vdiich delays 
have been attributed at the ‘pre-investment 
and project preparation staged is the 
'Forest and Environment Cleaimoc^; and 
It is evident from the MPI report that evoi 
where such ‘clearance has been obtained 
from the concerned governmental agoi- 
cies, there are objections/obstructions by 
tribal and other groups who are affected 
and face displacement. Without a 
clearance from below, dela]« on this ac¬ 
count wonld continue to dog the huge 
projects in the same proportion as en- 
vironmentel awareness increases. Besides, 
some of the delays are in fact of their own 
making, as is clear from the most candid 
statement of the Department of Coal in 
Its Annual Report, 1987-88: 

Delays on account of environmental 
clearances take place mainly due to the 
reason that the coal companies are yet not 
equipped to prepare Environmental Manage¬ 
ment Plans as per existing standards prescrib¬ 
ed by the Department of Environment and 
Forest. 

Coal projects are site-specific as coal 
reserves of the country are located in certain 
specific parts of the country only. These parts 
are mostly inhabited by tribals or econo¬ 
mically weak people who subsist on uneco¬ 
nomic landholdings or are entirely dependent 
on forest produce. The coal companies need 
large chunks of land for implementation of 
their coal projects, requiring displacement of 
large number of people from such areas. 
Naturally, there is resistance from 
economically weak people to part with their 
land for coal projects unless they are suitably 
rehabilitated and as.sured of livelihood. Until 
recently, it was the practice in the coal com¬ 
panies to offer employment to land losers in 
accordance with a specified scale. This made 
I the task of land acqui.sition somewhat easier. 

I However, after the issue of BPE guidelines 
in February 1986. the practice of offering 
employment to land oustees has been given 
up by the coal companies. This has made it 
almost impossible to obtain physical po.s.ses- 
sion of land even in cases where compensa¬ 
tion has been paid to the land owners. 
MPI does not refer to these February 1986 
guidelines at all. There should be a de¬ 
mand for publication of these guidelines 
considering their retrograde, if not reac¬ 
tionary, character. 

Another source of delay is the require¬ 
ment of obtaining the equipment from in¬ 
digenous suppliers. Ironically, most pro¬ 
jects sek up in the cause of import substi¬ 
tution ithemselves harbour inhibitions 
against Indigenous supplies. In any case, 
from a reading of the MPI report, one 
also gets the impression that there is a lack 
of firm and in-depth plarming of procure¬ 
ment and keeping in ciose touch with sup¬ 
pliers at different stages of production 
(“lack of tie up of the important inputs 
necessary for construction and opera¬ 
tions” and “deliv in preparation of 
tenders, placement of orders, poor selec¬ 


tion of vendors/suppliers”). 

Projects which are allowed access to 
imports have their own tale of delayful 
sorrows—-‘‘delay in DGTD/Import 
Licence/Foreign Exchange release/other 
clearances”; and “delay in supply of 
critical equipment”. In at least one case 
we sighted in the report, a foreign supplier 
firm had meanwhile gone under liquida¬ 
tion and had to.be replaced by another. 
These are hazards of business neutral to 
nationality of supplier—indigenous or 
forngn. But it is for the project which has 
a stake in completion-on-time to plan and 
pursue its procurement with utmo.st 
thoroughness. 

Ill 

Where MPI has turned monitoring in¬ 
to a creative initiative is in not remaining 
a passive recorder of dela)^ of various 
varieties. It has coastantly intervened to 
bring together the main actors to dissolve 
the delays, and thus shown a high degree 
of ‘involvement’ in the success of public 
investments. Mote power to its elbow. 

MPI reports are of as much interest to 
the wider society, as the Economic Survey, 
presently the most useful of economic 
documents put out annually by the 
government. It will be worthwhile to price 
the MPI reports to ease and enlarge their 
availability. This will open the door for 
MPI also to profit from the comments 
and criticisms of a larger body of 
knowledgeable persons; and help to im¬ 
prove the monitoring exercise. 

The .stronge.st impression the reading of 
the MPI report leaves on the mind is that 
today the prior question is not whether 
public sector, but how much public sec¬ 
tor we can successfully manage. The 
report lists“organisational weakness in 
project management” including “non¬ 
availability of managerial talent of a high 
order” as one of the main causes for time 
and co.st over-runs. If good managers arc 
scarce, then clearly the scope for public 
sector will be limited not so much by 


policy as by pnacticality. The situation 
calls for selectivity in areas of public in¬ 
vestment rather than spreading it thin. 

It is to be assumed that by public sec¬ 
tor we mean public intervention/invest- 
ment in aid of some well defined public 
purpose: It is not enough that a pubUc sec¬ 
tor unit is well-managed. Even where it 
may excel a comparable private unit, it 
must necessarily serve a public purpose, 
or else there is little reason for the state 
to be loaded with it. So much is expected 
of the State in our circumstances, that 
nothing avoidable should consume its 
capacity. 

The span of the managerial charge in 
the hands of the State is in deed extended 
from atomic energy to the Rovalam beach 
or policy instead of residing in the com¬ 
manding heights is at sea. Obviously, 
limited by its terms of reference, MPI has 
not ranked PSUs from the standpoint of 
public purpose promoted by them. But in 
the immediate and foreseeable future this 
is the crucial question relevant to public 
sector policy and performance. 

On the subject of avoidable burden, it 
is not clear why the MPI has to monitor 
the 20-point programme aUo instead of 
concentrating on the mega-medium pro¬ 
jects. On» is not commenting on the 
MPI’s competence to monitor the 20-point 
programme, but on its necessity. The Pro¬ 
gramme Evaluation Organi.sation (PEO) 
was specifically set up in the 50s to watch 
over the progress/impact of similar pro¬ 
grammes, e g, community development, 
panchayats, co-operation. Besides, today 
we have a large network of independent 
regional development studies institutes in 
the country which can supplement the 
PEO. 

On the other hand, MPI could have 
monitored, but has inexplicably omitted 
to report on, the “PM’s IS-point Direc¬ 
tive on Welfare of Minorities” to PSUs. 
There is such little public knowledge 
about what these 15 points are and how 
they are faring. 


RESEARCH METHODOLOGY 
WORKSHOP IN POLITICAL SCIENCE 

Centre for Political Studies, Jawaharlal Nehru University, New 
Delhi-110067 is organising a five week workshop on Research 
Methodology in Political Science from September 5 to October 
12, 1988. The workshop sponsored 1^ the iCSSR aims at 
developing skills of research related to substantive problems of 
Indian Government and Politics. 

Applications on plain paper are invited from candidates holding an 
M.A. in Political Science/Public Admimstratioit/International 
Relations and employed in teaching/research institutions for at 
least two years. Preference will be given to those who are 
registered for Ph.D. degree. Applications in duplicate should reach 
Prof. Kuldeep Mathur, Centre of Political Studies, JNU, New 
DelN-110067 by June 30, 1988. Selected candidates will be paid 
second class fare and will be provided board and lodge according 
to rules. 
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Migrant Workers, Super-Exploitation 
and Identity 

Case of Sugarcane Cutters in Gujarat 

WIN 

The growth of the sugar industry in south Gujarat has led to a 
large demand for seasonal workers to cut cane.- The report of a 
committee appointed by the Gujarat high court to enquire into the 
conditions of employment and living of the migrant sugarcane 
cutlers brings out, first, their abysmally low wages and, second, 
the connection between such super exploitation of the cane cutters 
and their nationality or caste identity. 


MIGRANT workers arc* among Ihc most ex¬ 
ploited sections of the working class. The 
pcimiinciit migrants do, over time, build up 
some lot ms of oiganisatioii and are thus 
able to, at least partly, protect them.selves 
from the worst excesses. Seasonal migrants, 
on the other hand, lead an entirely alienated 
existence. The time they spent in thetr own 
villages and theii activity in these villages 
are aimed at keeping them alive till the next 
migration season; while the time they spend 
in migratory labour seems similarly aimed 
at keeping them alive till they can return to 
their villages. The workers see the migratory 
labour as a means to keep alive till they 
return to the village for the next season. The 
capitalists, on the other hand, sec the 
woikeis’ slay and productive activity in their 
home villages as a iic'ccssary way of keeping 
the woikers alive (or reducing the costs of 
keeping them alive) till thc 7 arc required for 
the next indusirial season. When landlord- 
usiiiei iiieicliaiii exploitation and deloresta- 
lion endanger the veiy suivisil of these 
vvoikcis, the lapiialisis. ilirougli their 
reeniiiing agents, advance mont^ to keep 
ilieni alive. Tins advance .serves a double 
I'urpose. in that it also secures the supply 
ol laboiii loi the next season I hiough the 
inech.inism of inigiani laboin, subsistence 
productive aciiviiies (whethci agiarian or 
loresi-ielaied) are made subseivient to 
capital. In tact, it is in the interest ol capital 
to maintain these pre-capitalist leservcs, as 
they are essential to reducing their cost> of 
employing labour 

T hegiovvifi ol the sugai industiy in south 
Giiiarai lias led to a laige demand for 
seasonal woikeis lo cut the s'anc. The 
(vasants ol ihe south Ciuiaiat 'co-operatives’ 
who grow ihe cane, have nothing to do with 
Us cutting. T hat is ariaiiged by the factories 
themselves I he ps-asanis allot Ihe land asked 
l»>i by the co opeiaiive and provide the 
l.ihoin toi cane ciihivaiioii. The laeioiies 
piovide ail the iiipiils loi siigaicane cultiva¬ 
tion and aiiange lo haivest the crop. 

Ihe .sugarcane cutlers are unorganised, 
with no union willing to take up Ihe arduous 
task of organising and tiying to fight toi 
their mininuiiii rights lint a civil libcities 
oigaiiisation in (.lujai.ii, the I ok .Adhikar 
Sangh (I AS) did take up then cause last yeui 
to ilenund .in increase iii the wage rate paid 


to them. The high court appointed a com¬ 
mittee to iiiquiic into the conditions of 
employment and living of lhc.se workers, and 
it is on the report of that committee that this 
note is based. 

The sugarcane cutters are, of course, 
migrant workers. About 70 per cent of them 
come from the Khandesh region of Maha¬ 
rashtra (Dhule ahd Jalgaon districts and a 
part of Nasik district). The rest are from the 
Gujarat districts of Dangs, Valsad and Sural. 
The report docs not mention it. but most of 
these labourers arc tribals. T he few that arc 
not, belong to Ihe Dalit castes Diought, 
deforestation and the very itiigaiioii projects 
on which the extension of sugaicaiic cultiva¬ 
tion has been based (Kakiapui and Ukai 
projects on Ihc river Tapti) have displaced 
these tribals and forced them to partly 
become wage labourers. 

Tlic sugai cane harvesters come to the cane 
area sometime in Octobei and stay on till 
Aptil Ol May. i c, spending about two thirds 
ol Ihe year in cutting canc. The factories 
iiiaintain special officers at Dhule for 

through the intermediation of 'mukadanis', 
who sometimes are from a different socio¬ 
economic group, but are most olten no dif 
tercnl Ironi Ihe cutters and in fact work 
alongside ilicin. 

Workers are recruited on the basis of wits 
and husband, w tie and oihei major or minor 
persons of the family au considered one 
unit. The woikers are, ol vouisc. only livnif 
iii.striiments to wield Ihc implement for cane 
culling, the 'koita\, as it is called m .Maiuthi. 
in keeping with their status of living instru¬ 
ments for wielding dead implements, the 
woikeis are themselves called 'koiia’. F-ven 
the humanity ol being known as people is 
not known them and the objectification of 
the dead implement is transferred to the liv¬ 
ing person. I oi the lowest paid sections of 
the woiking class this is noihinji new. 
I abourers in the tea-gardens aic known as 
‘coolies' in ITeiigal, modified to ‘coolie 
Hangar in Assam. 

The usual debt-bondage is used to recruit 
these lamilies of workers. Drought to the 
villages where the canc is to be harvested, 
the workers have to stay in tent-xhaped struc¬ 
tures. “The conimitiee observed that the 


small structure was highly inadequate and 
insufficient from the point of view of siix 
alone even to accommodate a family (work- 
ing unit) in sitting position... Out of com¬ 
pulsion, the cooking arrangements are in¬ 
variably made outside the huts. It is even im¬ 
possible for members of the unit to sleep m 
the hut at night. It, therefore, appears that 
while only very young children are made lo 
sleep under the shelter, the rest of the 
members of a unit liave to sleep in the open 
Their plight during the cold days of winter 
(forming three-fourths of the harvesting 
season) and in the habitation found to be 
full of mosquitoes (due to sugarcane near¬ 
by) in the later part of the sea.son is beyond 
imagination.” 

Wages were fixed for 1986-87 at Rs 22 pet 
tonne. This is not just for cutting but for an 
entire operation involving cutting, cleaning 
the sugarcane shoots by removing the leaves, 
cutting the long sugarcane shoots into pieces 
of suitable .size, tying of .xugareanc bundles, 
head-loading the bundles to the vehicle pro¬ 
vided by the factory, tying the loaded 
vehicles with a rope and finally cleaning the 
fields. This is a considerable amount ol 
vvork, all of which together was paid at the 
rate of Rs 22 per tonne. But even that pav- 
ment was not made on a regular basis, but 
deferred tiil the end of the season. Needless 
to say the workers, rather the work units, had 
no idea of the amount of work actually done 
and were totally dependent on the supci- 
visors for these accounts. 

In the w'oik mentioned, it was not onlv 
the adults but also the children who parti¬ 
cipated. " I he children above the age of nine, 
usually assist iheii parents by contribuiiiig 
active labour especially in tying the bundle- 
of cut sugaicanc and also clearing and clean 
mg the Held. It appears that at tin 
tnimnuim, one grown child assisting parciii* 
in labour work is found in each unit" 

i-ven wilh all except infants participating 
in wage labour the (family had to maintain 
itself at Ihe barest animal level of existence 
Ol course, as mentioned earlier, wages weie 
not paid on a regular basis; only an advan>.e 
of jowar from ilie con.pany shop was pm 
vided and Rs 30 per unit (koita) per ton 
night. “With not a single exception, tlu 
worker*- were found lo survive on a roti madi 
up of jowar and a ‘chutney* made merely c' 
red chillies and salt, for the entire season" 
Such a diet cannot be enough to replace the 
cncigy used up in production; the result car 
only be a steady destruction of labour pviv'et 
tiself. 

.-\nd it is not as though there was anytliim: 
lelt loi the workers at the end of the season 
.-Vcording to the committee's conclusion the 
avciage wage earnc*d by each worker per d.tv 
was somevv here betwc*en Rs 6 and Rs 7, b.iie 
ly enough to meet the costs mcntioiieii 
abovt. 

\KTiat did the workers have to show at t''-' 
end ol the cane-cutting season? “... the la- 
lories claim that they provide a simple cover 
sheet (Sholapuri chaddar) to each unit at iiie 
end ol the season in addition to a saree an- 
a blouse piece to each woman worker and 



a dhoti, a sliirt*piece and a cap to a mate 
worker along with a few clothes for some 
of the childran” Any cash amounts that the 
workers might have accumulated obviously 
did not last very long, as the workers were 
soon borrowing for sustenance, and as a 
consequence, bonding themselves for the 
next season. 

Consequent upon the efforts of the L. AS. 
the Gujarat High Court made an interim 
order raising the wage for cane cutting from 
Rs 22 to Rs 29 per tonne. Though quite in¬ 
adequate, this offer kindled some hopes. For 
the 1987-88 crushing season the LAS has 
demanded that the wage be raised to at least 
Rs 34 per tonne. 

Two points stand out in the above report. 
First, is the abysmally low wage of the cane 
cutters. Even with all other than infants 
working, the family is able to maintain itself 
at only the barest animal level of subsistence. 
Not even the immediate costs of production 
of labour power are covered by the family’s 
earnings. How should one describe a situa- 
tion.where the wage is much less than the 
value of labour power? ‘Normal’ capitalist 
exploitation takes place when labour power 
is sold at a price (wage) corresponding to the 
full cost of reproduction ot labour power 
(which also includes a historically-evolved, 
conventional, cultural cost). The rate of ex¬ 
ploitation is then measured as the ratio of 
this value to the surplus value produced by 
the workers. This rate of exploitation then 
depends nut only on the wage rate but also 
on the productivity of labour. In the TNC- 
collaborated large-scale industry, where 
labour productivity is very high, though the 
wage rate is also quite high, the rate of ex¬ 
ploitation would also be higher than in lowci 
productivity industries, where the wage rate 
IS als'i lower. 'I his is the usual measure of 
(Aploilation that is used. But, we also need 
a measure to show the deviation of the ac¬ 
tual wage from the cost of leproductinn of 
labour power. In fact, while the former 
measure of exploitation is important in 
analysing problems of accumulation of 
capital, the latter measure is important to 
express the deprivation of the workers 
telativc to the capitalist norms. can 
niodifv the use of the concept of exploita¬ 
tion and talk of ‘super-exploitation’ when 
the price of the commodity (labour power 
in this case) is lower than what it should be 
by capitalist norms of valuation. Such super- 
exploitation is not confined to the sale of 
labour power, but also extends to the sale 
of the products of labour, for instance, forest 
produce collected by tribals or the agri¬ 
cultural products sold by peasants. In fact 
• activists working among these mo.st- 
, deprived sectionr. (as the Jharkhandis or the 
‘ Muslims and tribals in Assam) report that 
they find this concept of super exploitation 
quite useful to explain the relatively greater 
deprivation of these producers, as compared 
to the more ‘normal’ exploitation which is 
going on around them. 

This super exploitation is related to the 
usually known and analysed factors like 
debt-lmndagc and extra-economic coercion 


that can be brought to bear. Extra-economic 
coercion results from and further intensifies 
the lack of civil rights of the victims. But 
there is anothei factor connected .with this 
super-exploitation—and that is the factor of 
the nationality oi caste identity of the sec¬ 
tion. It is no accident that it is those whose 
nationality exi.slence is not even recognised 
(e g, the tribals), those who are at the bot¬ 
tom of the caste ladder (the Dalits) or those 
who are treated as ‘foreigners’, with all that 
it implies in terms of the lack of access to 
any system of law (e g, the Muslims of 
Assam), in brief, those who are in a raci.st 


AGAINST the background sketched in the 
earlier articles in this scries social scientists, 
administrators, social'workers and political 
activists should review their roles. Though 
unwittingly, they have been collaborating 
with the divisiv c policy by strengthening the 
myths in one way or the other. Most of them 
are not even awaie ot the conceptual limita¬ 
tions which generate the division. The an 
thropologists ate the ones who are m a posi 
tion to be aware. But the great majority of 
them take it rather lightly, for ‘tribes’ must 
exist if they have to exist as anthropologists. 

Without exception the handful of critics 
have come from the anthropologists. But 
they feel rather helpless. Unable to cllect any 
change in the situation, some, like Aiyappaii 
(cited in Naik. 1968: 74), say in Irustration: 
“It the administrator wants a cleat cut 
definition... we should tell him that we 
don’t have it.” Some others meet their com¬ 
mitments by sparing inclusion of qualifying 
remarks in their texts while dealing with 
tribals and tribal situations. Frobably the 
best concerted effort was that of I'athy. In 
his youth he had ridiculed his fellow an¬ 
thropologists for .accepting that “a tribe is 
a tribe which is included in the list Scheduled 
Tribes” (Pathy el al, 1976). A more mature 
Pathy (1984) came out with a Marxist defini¬ 
tion of ‘tribes’. By his own admission, 
however, the definition includes onlv one- 
tenth of the Scheduled Tribe population 
Should the anthropologists abandon the 
rest? 

Indeed, both critics and conformists 
among anthropologists finally find them¬ 
selves sharing the same beith. I ong before 
I’athy, in the sixties, an alternative defini¬ 
tion was produced by Sahlins which boosted 

[Tills is the last part of this series of articles 
by Nirmal Sengupta. I'lie indication at ihc end 
of part IV published last week that the scries 
had been concluded was erroneous. The error 
is regretted. Ed\ 


manner treated as 'others’, who constitute 
the super-nploited sections of the toilers. 
This also means that there is a necessary 
relation between the struggle against super¬ 
exploitation and the movement for the self- 
assertion of the nationality and other iden¬ 
tity rights of these most oppressed sections. 
In a true reflection of their status in Indian 
society today, one of the sugarcane cutters, 
koita, told the committee: “Hum to kunonse 
bhi kum hat' (W: are inferior even to dogs!). 
The struggle against super-exploitation must 
also be a struggle for the human identity of 
these toilers. 


the morale of conformists here. Fried (I97S) 
unleashed a serious attack on the notion of 
‘tribe’. But even a neat-radical anthropologist 
like Kecsing felt that Fried’s criticism was 
nun-directional, that the anthropologists 
“still have need of an intentionally broad 
and vague term to label” a range of cultures. 
It seems that ‘thought crime’ has almost 
been made ‘literally impossible’: there is no, 
way to get rid of the term, lr\ as hard as you 
may. 

loiymcn may wonder, why anthropologists 
arc apprehensive of abandoning the com¬ 
munities while banishing the terms. Why 
won’t there he any tribal studies if the 
category does not exist in a future period? 
Alter all, the existence of a government 
Scheduled IVibes policy is a historical fact. 
'1 he problenvi produced by such a categori¬ 
sation will exist foi long even after the 
scheme is rejected. So much of junk has ac¬ 
cumulated that decades of effort will be 
necessary to clear it. Who else can do that 
easily but the anthropologists who are most 
familiar with the whole build-up? 

B F Keshari, currently convener of the 
Jharkhand Co-ordination Committee, is one 
of the Jharkhandi intellectuals who are at 
present doing this cleaning up work. A stu¬ 
dent of literature, he had found that the 
writings of authorities like McPherson or S 
(' Ray do not corroborate many evident facts 
in Chotanagpur. No established authority 
would bother about such inconsistencies. So 
the young lecturci had to take up the task 
himscll. With fifteen years ol hard wxsrk, the 
student of literature brought out a book (in 
Hindi) in 1979 entitled HiMory of 
Chownaypur: Some laei^. Some Condu- 
\ion. It certainly was not a masterpiece of 
historical research. Yet he was able to 
establish beyond doubt certain important 
facts obliterated by the heavyweight 
authorities. In Keshari’s own words: 

After reviewing the whole history of 

Chotanagpur certain points become clear. 
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Reappraising Tribal Movements—V 
To the Social Scientists 

Nirmal Sengupta 

If it has been established that anthropology in India rests on a 
colonial foundation, anthropologists must undertake the task of 
cleaning up the whole edirtcc. 



Fintly. this area was never isdated from the 
rest of the country. In some way or the other 
it has always been connected with the latter. 
Secondly, it was not inhabited by savage 
forest-dwellers as is universally accepted. It 
has always had a life of its own. In the na¬ 
tional arena it has played a glorious role. 
Another point becomes evident that Sadans 
have been living here from the very remote 
past. To declare them as intruders and un¬ 
warranted was an intentional policy, initiated 
by the British; otherwise the Adivasi and 
Sadan have been living here amicably for 
ages. The cultural pattern that has evolved 
here by their collective effort is very humane 
and impressive. 

Not only Keshari, there are many more 
such intellectuals who, with even less 
scholarly training but with no less zeal, are 
trying to discover the facts. Their contribu¬ 
tions do not always meet the highest metho¬ 
dological standards. Nevertheless, in the 
basics they often exihibit more scientific in¬ 
sights and consistency than the established 
authorities. This won’t seem an exaggeration 
should one recall the citations I gave earlier 
from Rakshit, Kosambi and Romila Thapar. 

For the activists this is a gruelling task. 
If only the concerned social scientists would 
have been a bit more factual and scientific, 
the myths would not have developed to such 
proportions. If at least .some of them would 
have come forward to clear the rubbish, the 
work would have been much simpler. After 
all, a trained historian would need much less 
than fifteen years to collect material for a 
brief history of Chotanagpur. Thereby they 
would have helped not only the regional 
movements but also the overdue task of cor¬ 
recting Indian history, relieving it of its racial 
intonations. But if no one comes forward, 
one day the people will clearly notice the col¬ 
laborative role of the current generation of 
social scientists and will declare without 
hesitation that there was no one to share the 
burden. Scientists can afford to be lenient 
about their methods and findings for mostly 
those are irrelevant for the practical world. 
But once in a while when a research problem 
shows social relevance the wi.se are the ones 
who take note of it. 

Probably, among all the social scientists 
in the world scene, anthropologists have 
shown the greatest amount of .social con¬ 
cern. l.ately one finds reflections of this even 
in India. Indian anlhropologi.sts now discuss 
colonial anthropology, their identities and 
whether Indian anthropology is dead or 
dying. 1'his should not remain u fashion, if 
a colonial foundation has been identified for 
anthropology in India, it is the task of the 
anthropologists to clean the whole edifice. 
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TAX RETURNS ARE 
NOW AVAILABLE 


Income-tax Return Forms are now available at Income-tax Offices 
and select Post Offices 

USE ONLY THE CORRECT RETURN FORM APPLICABLE TO YOU. 

REMEMBER 

Form 1 is for Companies (excluding Charitable Trusts and 
Institutions) 

Form 2 is for Non-Company Tax payers deriving income from 
Business, Profession or Vocation. 

Form 3 is for Tax payers with Income from Salary, Property and 
Other Sources etc 

Form 3A is for Taxpayers claiming exemption under Sec. 11. 
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(1) Evidence ot Prepaid Taxes le g Certificates of Tax Deduction at Source, 4th 
Counterfoil of Mf Assessment/Advance-Tax Challan) 

(2) Evidence in suppcl of claims made under Chapter VIA (e g LIP Receipt. 

NSC etc I 

Computer Proeaaalnp: 

Tax returns are now Computer-processed at several centres Hence, it is 
important that you 

(1) Use Revised Tax Return forms, 

(2) Read carefully the detailed mstruclions, 

(3) Do noMoave any column blank—wnie N A it not applicable. 

(4) Use Codes wherever indicated 

A RETURN OF INCOME BELOW TAXABLE LIMIT (EXCEPT WHERE IT IS A 
LOSS) IS invalid AND WILL NOT BE ACCEPTED 

LAST DATE 

Return of Income must be filed by SO June, ISSS or within 4 monrhs from the end 
of Accounting Year, whichever is later 


DO NOT WAIT UNTIL THE LAST OATE-AVOID LAST MINUTE HUSH. 


For Help A QuWanee; 

Contact the Public Relations Officer or your Incoipe-taa Officer 

PAT TOUR TAXES CORRECTLV AND PROMPTLY 



INCOME-TAX DEPARTMENT 
DIRECTORATE OF INCOME-TAX 


Research. Stallstics, Publlcetione li Public Refations 
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Seminar on ‘New History’ 

Vlonica Jnxicja 
UariMuiB Mukhia 

4 recent seminar on *New'History* attempts a ‘reconnaissance^ 
:}f areas of mutual xnfe/esr between Indian and European 
historians belonging to the tradition of New History. It was part 
of the objective of systematising and placing on a collective 
footing the search for a common terrain of methodological 
cross-fertilisation. 


THE practice of what has come to be called 
‘New History’ has created over the last Hf- 
ty years or so^ despite the nebulousness of 
the term itself, a certain historical tradition 
and a set of meanings distinct from other 
traditions. Originating in France, though no 
longer confined to it, it represents a radical 
attempt to displace political action from the 
centre of historical attention, constituting, 
in other words, a rejection of a traditional 
form of history writing that had rested on 
twin beliefs in the dominance of the excep¬ 
tional actor-heroes and the influence of the 
immediate and the dramatic in the lives of 
men and women. The task of new history 
was perceived as that of uncovering the im¬ 
personal social forces which in reality 
fashioned human destinies and of plotting 
the slow rhythms at which social time in fact 
moved. It has emerged mainly in the work 
of those historians associated with the jour¬ 
nal Annates, Economies Societies, Civiiisa- 
tions since its foundation in 1929 (then 
Annaies, d’Histoire Economiqiu et Sociaie) 
by Marc Bloch and Luden Febvre, and with 
the Sixth Section of the Ecole Pratique des 
Hautes Etudes in Paris, now an independent 
institution, Ecole des Hautes Etudes en 
Sciences Sociaie. Deeply scornful of what 
they regarded as the sterile positivism of con¬ 
ventional French historiography, the 
pioneers of new hustory f * out to break the 
barriers of timidity and suspicion with which 
areas of enquiry other than the political were 
viewed, and demonstrated b^nd doubt 
that historians must learn from allied disci¬ 
plines in the social and human sciences if 
they are to deepen and enliven their under¬ 
standing. It was with the aid of tools and 
methods borrowed from sociology, anthro¬ 
pology, economics, demography, human 
geography and psychology that new do¬ 
mains were colonised by historians—the 
study of socio-economic and demographic 
structures and patterns, cyclical movements 
of prices and wages, climate^ mentalities and 
collective psychology. 

History writing in India, largely influenc¬ 
ed by the Anglo-Saxon tradition, has during 
the past decades grown in various directions. 
A transition was effected some thirty years 
ago, from conventional political history to 
the study of socio-economic structures, 
substantially moulded by classical Marxist 
analysis, a breakthrough whose concrete 
achievements can be traced through the 
writings of D D Kosambi, R S Sharma and 


Irfan Habib. Today, Indian historiography 
seems to be on the threshold of another tran¬ 
sition: intoacting with methods and insights 
offered by other social sciences, the works 
of a large number of scholars are moving 
towards a study of ideology, culture and 
social attitudes. While Indian scholars have 
now greater access to French historiography, 
thanks to the growing number of Engli!^ 
translations, there is still pitifully little in¬ 
teraction and exchange between the two. It 
is with the aim of initiating such a process 
that this seminar on ‘New History’ was 
organised by the Centre for Historical 
Studies, JNU in collaboration with the India 
International Centre; it represents the first 
effort at a ‘reconnaissance’ of areas of 
mutual interest between Indian and Euro¬ 
pean historians belonging to the tradition of 
New History, an attempt to systematise and 
place on a collective footing the search, till 
now carried out by individuals, for a com¬ 
mon terrain of methodological-cross-ferti¬ 
lisation. Thanks to co-operation received 
from the wbassy of France, the British 
Council and the Italian embassy, five 
historians from France, one from UK and 
one from Italy were able to participate in the 
seminar. Help was also received from the 
UGC, the ICHR, the ICSSR and the 
Alliance Francaise de Delhi. 

The seminar, held over a period of three 
days, was divided into six sessions: Notions 
of Time; Demography, Family and Sexuali¬ 
ty; Popular Culture; StKial Attitudes towards 
Death; Croups at Society’s Receiving End; 
and, the History of Climate—which are by 
now'classical fields of ‘New History’. 

Notions of Time 

Annaies history has been governed by 
what Braudel called “a whole new way of 
conceiving of social affairs”. It is distin¬ 
guished above all by a view of human-ex¬ 
perience in which the individual agent and 
the individual occurrence cease to be the cen¬ 
tral elements in social explanation. Since 
events are constituted largely by the force of 
many different conjunctural and structural 
circuhtstances, it follows that the historian’s 
time cannot be that of the linear narrative. 
Braudel was the first to criticise the notion 
of a singic, homogeneous and continuous 
time and to argue for a pluralistic view of 
time depending upon the choice of the pro¬ 
blem; he insisted ppon the importance of the 
long term with its stress on continuity and 


ncunenoe to briiig the put into contact with 
the present The movement of history is 
mediated through the relative immobility of 
‘structures’, the rdatively more mobile Icon- 
junctures’ and the fut moving Events’. 

yet the Braudelian fiamework of ‘Icounter- 
posed times”, which domiiuted French 
history writing for quite tome time, is now 
being questioned. In a paper entitled ‘Time; 
History and Memory’, Neeladri Bhatta- 
charya points to the coedstoice of apparent¬ 
ly conflicting conceptions within the same 
society, for often, the anthropoloi^’s or 
historian’s representation of other’s time im¬ 
parts to it meanings which are not necessari¬ 
ly those perceived by the actors themselves. 
He attempts to illustrate this through the 
study of a long poem composed by a pea¬ 
sant from a village in southern Punjab 
sometime in the 1870s in the context of an 
intense struggle for land rights: hoe British 
officials had granted proprietary rights to 
village headmen (iambardars) declaring the 
peasants who had cleared the foresu and 
settled the villages as tenants. In trying to 
understand the nature of their current rights, 
the peasant recalled the past—yet this put 
itself wu constructed in confrontation with 
the present. Time was not seen u a con¬ 
tinuum from put to present—its flow was 
ruptured by the acts of the colonial state 
The present represented a time of dissolu¬ 
tion, a total reversal of the ‘natural order’ 
of the world. 

Jacques Le Goff in turn draws our atten¬ 
tion to a current discussion within western 
historiography concerning the ‘‘return of 
events” to history, where a new kind of event 
enters popular memory and plays the role 
of a myth, finding its roots in this manner 
in the longue durte He further points to the 
multiple ways in which time is lived and ex¬ 
press^ by the witnesses of history, whereby 
the put lives on in telescoped and often con- 
fus^ manner. Social and cultural practices 
of time are thus more important than the 
rigidities of any chronology. To illustrate 
this, Le Goff draws upon his research on the 
changing notions of time in the medieval 
west—from the time dominated by the 
Church and monasteries to the time of mer¬ 
chants, a time of trade and labour which 
could be sold and which increasingly became 
an object of measurement. New forms of 
meuurement and new practices thus evolved 
towards the modern period through the in¬ 
vention of the mechanical clock and through 
new practices of power over time. 

TWo further case studies look at different 
perceptions of time as a function of social 
and cultural change and distinctions of class 
and community. Nita Kumar argues that 
there was a public version of time u ex¬ 
emplified in popular culture that cut across 
divisions of community among Hindu and 
Muslim artisans and petty traders of 
Banaras over the last century. Hindus and 
Muslims shared a common view of freedom 
as control over their time, the importance 
of the seasons and of leisure time, percep¬ 
tions which over the last hundred years have 
emerged as distinct from those of the upper 
classes. Yet at another level, that of 
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undentwuliiig time u liiitory, Hindus and 
Muslims diffo’ sharply in their view of the 
antiquity of the city and the signiflcanoe of 
different spaces and neighbourhoods within 
it. Here time becomes a divisive force «• 
pressed mostly privately, though on the wgy 
to becoming progressively publicised 
through a new educational system and 
school curricula. In an attempt to charac¬ 
terise the notions of temporality prevalent 
among the Warli Adivasis of Maharashtra, 
Denzil Saldanha points to a fundamental 
non-correspondence between science as a 
hegemonic proces.s and the spontaneous 
viewpoints of subaltern groups. For the 
Warli, the linear dimension of timd tends to 
collapse into an insecure, limited present over 
which he has little or no control. For one 
who is the object rather than the agent of 
socio-economic change and the destruction 
of his natural environment, time tends to 
contract into the present as ongoing “time 
for survival" or else expand as “time for 
escape into timelessness". 

DiiMociRAi'HY, Family, Sexuality 

A major component of the renewal of 
social history in France has been historical 
demography and its two related dimensions, 
the study of the family and sexuality, which 
were the themes of the first day’s afternoon 
session. In an introductory paper, Christiane 
Klapisch outlined some recent trends in 
French historical demography. This field, to 
which pioneering contributions were made 
by Philippe Aries, followed by Jean Meuvret 
and Pierre Goubert and Andre Bourguiire 
is now increasingly enlarging its discoveries 
in relation to other areas of research in the 
social sciences. Pointing to some of the 
limitations of the longitudinal method of 
family leconstitution, Klapisch underlined 
the fact that this was necessarily practised 
on small communities, making it difficult 
to establish global balances. Moreover, it wa.s 
realised that the longitudinal method 
definitely overvalued the role of stable, non¬ 
migrant families and took into consideration 
only legitimate sexuality. Thus the study of 
mortality crises and reproductive strategies 
needed other kinds of evidence as well as 
methods of analysis because mete demo¬ 
graphic mechanisms were no longer suffi¬ 
cient to explain dimensions which were in¬ 
extricably associated with problem; of 
behaviour—attitudes towards life and death, 
the ideological and religious conditions of 
the entrance of contraception into the sexual 
life of French populations in particular, the 
control of the C'hurch over the conjugal life 
of its subjects as well as the existence of 
other models of sexual behaviour and clan¬ 
destine sexual practices, as have been ex¬ 
plored by Jean-Louis Flandrin. Under the 
influence of Philippe Aries, the family also 
became a fresh area of enquiry for historians 
and demographers; discovered from the 70s 
onwards, the multiplicity of family group¬ 
ings, all of which did not merge into sim¬ 
ple, conjugal units, of family function.s, 
matrimonial exchanges, kinship structures, 
all provoked many historians to study 


population and the poiition of domeitic 
imiu in a much broader ftamewmk. It was 
in this manner diat in their elaboration of 
r^onal models, demogiqshen learnt from 
ethnology, anthropological theory and the 
history of mentalities to look at their dam 
with very different eyes. 

In Intha, the study of historical demo- 
grapl^ is a relatively uncultivated terrain, 
besM with problems-stemming from a paud- 
ty of source material, especially in view of 
the fact that the earliest censuses date to as 
late as the 1860s. For the earlier periods 
(c 1600), estimates of population have been 
attempted by Moreland, Ashok Desai, Man 
Habib and Shireen Moosvi either on the 
basis of an assumed ratio of armed forces 
to the total population or of the commuted 
value of revenue collected from the coun¬ 
tryside and brought to the cities through the 
extraction of suri^us produce by the Mughal 
mansabdars. These estimates, however—(the 
general statement that 15 per cent of Indiif s 
population in Mughal times was based in 
towns}—have been qumtioned 1^ more re¬ 
cent studies; at any rate they are based on 
very wide—and dubious—assumptions, 
which have been challenged among others 
by K K IVivedi. An alternative method, 
possibly arriving at greater accuracy, was 
proposed by Sumit Cuba who attempts to 
project census data backwards to get 
estimates for earlier periods. Moreover this 
method seeks to calculate population at a 
regional level (rather than the overall 
estimates arrived at by Habib and Moosvi) 
by working together growth rates extending 
them to regions and periods close to the ones 
for which estimates are available. In order 
to surmount the problem of the varying 
quality of population estimates—in degree 
of coverage and accuracy of projected 
growth rates—these provincial calculations 
are made by comparing estimates generated 
1^ the same means and through the same 
agencies with each other, and then by 
calculating growth rates allowing for the 
omissions which occurred because of these 
methods. In a regional study on aspects of 
demographic growth in the Malabar eco¬ 
nomy, R Gopinath postulates a causal nexus 
between mortality and prices. The maximum 
number of conception in this essentially 
agricultural society have been traced to 
harvest months while periods of price rise 
are held to unleash crisi.v of mortality, a posi¬ 
tion akin to that of some of the early French 
demographic historians such as Jean 
Meuvret and Pierre Goubert. It was in fact 
this somewhat unilinear correspondence bet¬ 
ween economic and demographic growth 
which had in the preceding decades gene¬ 
rated a heated debate among French histo¬ 
rians and, as was pointed out during the 
discussion, this formulation is being increas¬ 
ingly questioned in the light of recent studies 
which take into account the strong divert 
sification of subregions within a region as 
also factors of access to land, to work as well 
a.s marriage as being more crucial to demo¬ 
graphy than the direct link between econo¬ 
mic and demographic growth. Similarly the 


ttnightfiarmrd idationaUp between food 
criies and mortafity has alio been question¬ 
ed in Ftendi hiitoriognphy in an attempt 
to resttne to epidemics th^ own auttnomy 
These are some questions which may lx 
meaningfully examined by Indian demogra¬ 
phers as wdl, despite the regional qiecifi- 
dties of each area. 

Population pattenu and their idationship 
to urban form in the nineteenth and twen¬ 
tieth centuries was the subject of Narayani 
Ouptfi paper. This study is partly a com¬ 
ment on the kinds of canpartmentalUation 
which still prevail in the field of urban 
studies in In^; while for the early centuries 
they have been the prerogative of archaeo¬ 
logists and then later of historians of society 
and culture^ for the modem period th^ have 
been the concern {uimarily of political 
historians and geographers. It attempts to 
examine the pattern of urban settlements in 
India takiiig into account regiotul variations 
in settlement patterns. Increases in popula¬ 
tion in the last hundred years have con¬ 
siderably modified urban forms, and at¬ 
tempts at town planning, though ambitious, 
have been hampered not only by financial 
corutraints but by deep-roohxi social pre¬ 
judices and the lack of a continuous policy, 
especially aimed at controlling the rural in¬ 
flux. A failure to recognise the value of older 
urban forms has resulted in the loss of a 
sease of comnrunity and the inability to 
create new senses of identity within Indian 
towns today. 

The family and sexuality also figured as 
themes in the first day’s afternoon session, 
in a paper which delved into prose tracts and 
manuals generated by a mushrooming ver¬ 
nacular press in late nineteenth century 
Bengal, Ihnika Sarkar examines some of the 
attitudes of the nineteenth century Bengali 
middle class towards the family. The deve¬ 
lopment of vernacular prose made possible 
the incorporation of a broader range of 
themes, notably concerning everyday life 
which in colonised Bengal was undergoing 
bewildering changes , into literary culture 
which classical or theological literature could 
not have included within its range. Further, 
vernacular forms developed a new method 
articulating experience—sustained argumen¬ 
tation through discussive prose. These texts 
experimented freely with ideas from different 
social, cultural and intellectual contexts, 
eastern and western medical texts—tearing 
them out of their coherent discourses and 
imparting to them a range of meanings. The 
family or household predominated over the 
workplace as a favourite theme of these 
tracts: conceived as a ‘school’v there was, in 
fact, a thorough ’pedagogisation’ of aspects 
of family life ranging from religious rituals, 
household economies, diet, the organisation 
of space and leisure; the tmitment of in-laws 
and servants, emotions and their expres¬ 
sions. While at one level this constituting of 
the household as a form of formal know¬ 
ledge can be seen as an exercise in patriarchy, 
this factor by itself does not sufficiently ex¬ 
plain the extreme complexity of the literary 
venture: the absence of absolute certainties 
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HI the final analysis has to be understood 
in the light of the troubled vicissitudes of 
the Bengali bhadialoks as they lived the ex¬ 
perience of colonisation. 

The theme of sexuality still remains 
peripheral to the concerns of Indian 
historians. However, some observations on 
the dichotomy between coqjugal and adul¬ 
terous love in classical India were presented 
by psychologist Sudhir Kakkar. While 
adultery was unequivocally condemned in 
classical and legal texts and precepts, its 
ecstatic and rapturous qualities were idealis¬ 
ed by poets, as also was lesbian love: There 
was, on the other hand, a marked attempt 
to regulate and limit the erotic aspects of sex¬ 
uality within marriage \bt in the Indian con¬ 
text. the practice of adultery cannot easily 
be dissociated from ritual occasion where 
adultery was fully accepted, as in many Ikn- 
tric rituals or, later, as it was in-built in the 
Radha Krishna legend. These are some of 
the questions which invite the historian’s 
attention and scrutiny and would no doubt 
shed light on its social milieu which gene¬ 
rated divergent social attitudes towards 
sexuality. 

Popular Culture 

The field of popular culture, one which 
has expanded at an extraordinary pace dur¬ 
ing the last decade or so, reveals perhaps the 
true international character of ‘New 
History’. Apart from England and France, 
this area has been explored by historians of 
eastern Europe, Japan, China, Latin 
America and south Asia. Yet this very pro¬ 
lific production of studies of popular culture 
has generated as many problems and ques¬ 
tions, some of which have been examin^ by 
Peter Burke in his presentation with which 
the second day’s morning session opened. 
The notion of the ‘popular’ itself has 
brought a number of problems sharply into 
focus: using the term in the singular gives 
a false impression of homogeneity. More¬ 
over, implicit in the sharp distinction bet¬ 
ween ‘popular’ and ‘elite’ is the assumption 
that the two categories are counterposed to 
each other whereas in fact the boundaries 
between them are extremely fluid and both 
evolve in interface with each other. Recent 
studies have insisted on the aspects of inter¬ 
change or “transgression of boundaries” 
more than anything else. An alternative con¬ 
cept That has frequently been used is the 
Cramscian notion of cultural ‘hegemony*. 
Yet to what extent is it possible to sec a rul¬ 
ing class as tightly monolithic? Is it to be 
assumed as a constant factor operating in 
all societies?'!f not, what are the conditions 
of i{s existence? In Europe, at least, this was 
notsalways plausible as in the pre-industrial 
period, for example, leaders of the Church 
and state were not always in agreement. 
Moreover, the sharp distinction between a 
culture which comes from the people and 
one which is imposed upon than by a ruling 
class does not take into account the media¬ 
tion of cultural patterns through various 
strata interposed between the two groups. 
More recently, anthropologists and histo¬ 


rians have put forwarda more radical redefi¬ 
nition of popular cuhure—either as an op¬ 
position between centre attd periphery 
(W Christian) or as appropriation by dif- 
foent social groups (R Chartier). Consump¬ 
tion of cultural artefacts by diffnent social 
groups is, in fact, a form of inoduction, a 
production of meaning. View^ in this light, 
it is these forms of appropriation which need 
to be the focus of the historian’s enquiry. 
Some of these theoretical problems were 
elaborated upon by Basudev Chatterjee in 
his inesentation An Agenda for the History 
of f^puiar Culture. Refming to the notion 
of cultural hegmony, he insists on the need 
to map out the process of this hegemony. 
Far from being an unprobieiruitic imposi- 
titm. a hegemonic culture can be intern^ised 
by subject classes and used creatively to 
reproduce and even traruform their own 
worlds—a process which calls for historical 
analysis. Moreover, in dealing with mean¬ 
ings of actions or the language of others,' 
there is always a degree of uncertainty within 
which the l^torian must function, for he 
can never have access to the ontological 
presuppositions, conscious or unconscious, 
of the users of language For in the attempt 
to understand the subject, there is an ever¬ 
present self-referential which must be kept 
in mind before a historian ventures into 
meanings or interpretations of values. While 
the notion of common cultural objects is a 
valid one, it is also necessary to establish how 
they came into being and how they are dif¬ 
fused before we proo^ to examine how dif¬ 
ferent groups relate to them. 

Some of these questions emerged clearly 
in the presentations on different themes 
drawn from Indian history; the problems 
and issues thrown up by Indian society with 
its plurality of religions and cultural tradi¬ 
tions bring out the difficulties in characteris¬ 
ing certain forms of culture as ‘popular’. In 
Hites Ranjan Sanj^l's paper on the ‘bhakti 
movement’ in Bengal, for instance, popular 
culture is inevitably conflated with local 
culture whereby the role pf regional elites in 
the formulation and diffusion of this culture 
is also a.ssimilated into the general notion. 
Or in another presentation on medieval 
Kashmir which traced the processes by which 
Islam, by an absorption of local modes of 
worship made itself intelligible to Kashmiris, 
M Ishaq Khan focuses upon primarily an 
interaction and accommodation between 
two traditions in which both fhe elite and 
the popular are encapsulated. The hazy con¬ 
tours of the different categories designated 
elite and popular, hegemonic or subordinate, 
become evident in a paper by Uma Chakra- 
varty on the representation of everyday life 
in the Buddhist Jataka tales. These stories, 
while offering us fragments of a ‘popular* 
vision of the world front below, stop short 
of a coherence since the narratives them¬ 
selves arc as much the creation of those who 
share in part the values of the upper classes. 
They allow for playing out of the dreams 
and fears of the lower social orders without 
however allowing their transgressions to go 
beyond permissible limits. Yet they permit 


and. even encourage the countering of the 
Brahamanas hegononic control over ideo¬ 
logy through forms of intellectual question¬ 
ing. All this is achieved within the frame¬ 
work of a popular genre of story telling in 
which the text allows for a multiplicity of 
meanings; ambiguous, subversive and reaf- 
rirmative. The audience could then intnpiet 
or relate to the narrative in a plurality of 
ways despite mediation by the bhikkus. 
Similarly in a study of a popular dance form 
in nineteemh century Malabar, the Tkyattam, 
Dilip Menon attempts to demonstrate how 
a popular cultural artefact constituted one 
of the ‘stratus’ within a deeply hierarchical 
caste society through which a living space 
is created for the dominated, a space which 
could accommodate parody, criticism and 
subversion. The Tbyattam is a folk dance 
which deified lower caste and upper caste 
victims of injustice caused by an infringe 
nlent of mordity or caste restrictions, it is 
performed at shrines belonging to the com¬ 
munity of upper and lower castes and by a 
lower caste performer who is possessed by 
a deity and during this period can criticise 
upper castes for their excesses and failings. 
All these papers point to one common factor 
underlying the work of Indian historians in 
this field: almost all use the local as thdr 
point of reference and proceed to discover 
the ‘popular’ there; yet it is precisely an in¬ 
terweaving of the local with broader levels 
of change, the everyday acts of questioning 
and subversion with larger processes of state 
building or tracing the creation of conscious¬ 
ness which would encompass the totality of 
societal structures, that would enrich con¬ 
siderably our understanding of the relative 
predominance of multiple social and cultural 
identities at different historical moments. 


Social Attitudes towards death 

The theme of collective attitudes towards 
and representations of death forms a pio¬ 
neering area of the history of mentalities and 
the new social history, an area which during 
the last twenty years has broken new ground. 
In a sketch of western attitudes towards 
death from the Middle Ages to the present 
day, Michel Vbvelle points to the different 
levels which control and define these at¬ 
titudes: from ‘suffering’ death which belongs 
to the field of demography to ‘experienced’ 
death as lived through gestures, rituals and 
collective sensibilities and finally to 
discourses about death as elaborate by 
religious literature and philosophy. The sub¬ 
ject then implies a diversined enquiry which 
uses sources ranging from archaeology of 
tombs to manuscripts, parish registers, fami¬ 
ly records including wills and testaments, 
printed religious and literary material and 
finally iconographical sources. While during 
the Middle Ages a network of magic gestures 
and customs, at one level, and the hegemonic 
discourse of the church at another, remain¬ 
ed the general answer to the presence of 
death, the Enliglitenment, in an attempt to 
exorcise Christian death from the hereafter, 
began to contest the idea of a wrathful. 
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avenging God and of Hell as an imposture 
and mystification on the part of the priests. 
From the mid-eighteenth century a decisive 
change in the relationship between man and 
the dead was manifested through an “exile 
of the dead”, the shifting of cemeteries from 
the churchyard to the outskirts of the city. 
The nineteenth and tweniieth cctiturics saw 
a certain ambiguity in the face ot death: the 
first decisive victory over death in the nine¬ 
teenth century aehicsed through the 
Pasteurian evolution, the triumph of life over 
demographic death, the unprecedented in¬ 
crease in human longevity and the hold 
taken by man over his own destiny were all 
contemporaneous with an era of cruel death 
in the cities hit by industrialisation and 
urbanisation. The affirmation of bourgeois 
certitudes was moderated by an aggressive 
return of death, especially in the twentieth 
century. This period saw the efflorescence 
of civic culls, public funerals, commemo¬ 
rative movements and statues all exalting the 
memory of the dead in the collective sen¬ 
sibility and associating it with the ideology 
of the l-atherland and the nation. Explor¬ 
ing an entirely different dimension of the 
theme of death and rites of passage. Carlo 
Ginzburg has analysed various forms of 
ritual pillage in early modern Italy—pillages 
of the property and bodies of dead bishops, 
cardinals and popes. He examines these, 
however, in terms of another category, 
allegrczze or public celebrations of joy which 
in early modern Italian cities accompanied 
the accession to power of princes or political 
leaders, military victories and peace treaties. 
Ritual pillages here are seen as a special case 
of public allegrezze for the people’s death 
implied a temporary loosening of political 
authority, leading to a certain relaxation, 
violence and joy concealed by the veneer of 
mourning. 

In the Indian context, ritual death and the 
structures of mourning were the main areas 
focused upon by historians and an¬ 
thropologists. Romila Thapar pointed to the 
presence of several forms of body disposal, 
apart from cremation, dominant at different 
historical moments as also a plurality of 
beliefs regarding what happened to the soul 
after death. She then proceeded to consider 
two forms of ritual death (i c, a deliberate 
or simulated death open to people in specific 
rolesi, demonstrating their links with social 
attitudes—the ritual death of widow im¬ 
molation and the performing of death riles 
for 'lie renounccr. The purpose behind these 
forms of ritual death was an attempt to con¬ 
tinue order by preventing disorder, the ac¬ 
quiring of status as well as a change of 
status, all of which take the person beyond 
social status and confer upon him or her a 
special distinction. While Thapar’s presen¬ 
tation sought to locate ritual death within 
its sfK'iai context, the rites of mourning 
following death were analysed by Veena Das 
as corresponding to certian structures of the 
self and viewed in this perspective, attitudes 
to death cannot be studied, it was postu¬ 
lated, in isolation from the way the self is 
structured and instituted. Within mourning 


itself, a distinct division prevails between the 
role and spaces inhabited by men and 
women. Implicit in this division is the idea 
that when faced with death, the men, 
through their funeral rituals, performed the 
function of rebuilding the order that had 
been destroyed while women articulated a 
sense of chaos and mocking of the order 
which men have been creating. While the 
designation “attitudes towards death” 
assumes the model of a rationally organis¬ 
ed person who formulates a particular at¬ 
titude, what, according to Das, really 
emerges with mourning rituals is a kind of 
‘dialogical’ structure of the xlf in which the 
two voices of the world as a place of order 
and chaos are constantly retained. The 
dialogue within the self can take on new 
dimensions in the case of political deaths— 
such as those ocurring in riots—^where the 
refusal of the women to perform the tradi¬ 
tional laments and to remove the signs of 
pollution becomes for them an important 
statement of protest. 

Voluntary ritual death'was the focus of 
S Setter’s presentation. Such death was prac¬ 
tised in Biahminism, Buddhism and Jainism 
and each of these religious systems devdoped 
its own philosophy of ritual death. Setter 
elaborated the manner in which ritual death 
has been perceived in Jaina philosophy. 
Death has been classified under different 
heads in that philosophy and voluntary 
ritual death was the privilege of a select few. 
A Jaina individual’s desire to progress 
through various stages of ritual death was 
acceptable only after considerable delibera¬ 
tion and counselling. However, once the 
decision had been made, there was no going 
back on it. 




The first stage of ritual death involved 
severance of all worldly ties and isolation 
from them. All through the stages, premium 
was placed on medit^on and recitation of 
sacred teas. The stages of fasting, ultimatdy 
leading to death, were weli-marki^ in older 
to keep the person steadfast to his resolve, 
changes were prescribed in the mode of 
mediution in keeping with his current state 
of health. 

The various stages of progress towards 
death were under the control of the Samgha 
(monastery); the practitioner of these stages 
was, as it were, under the protection of 
Samgha till he reached his goal. 


Groups at Society’s Receiving End 

The study of marginality which refers to 
a dialectic between centre and periphery has 
emerged as a primary concern of ‘New 
Histoty, as an expression of the need to gain 
insights into the working of society from its 
margins rather than from the discourses 
which emarute from the centre and postulate 
a degree of cohesiveness which is more 
desir^ than real. This section, somewhat 
awkwardly entitled ‘Groups at Society’s 
Receiving End’ (chiefly to accommodate 
discussion of Indian lower castes which were 
by no means located at society’s margins) 
included presentations from Europe as well 
as India which explored this concept. On the 
French side, Jacques Le Goff began with a 
presentation of the models of marginality 
in western medieval society and its evolution 
from the early .to the late Middle Ages 
(Sth-I5th centuries). Within the territory of 
medieval Christianity, cultivated land form- 
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ed die feogr^hic and lyiiibolk centre vrilile 
the forest was thejmai^nal space, a idace 
of evil to which criminals, bandits, outlaws 
and suspicious religious men. the hermits, 
were relegated. In medieval society, every in¬ 
dividual had a place designated fay God and 
maiginality came from die desertion of or 
exclusion from this place. Religion, strictly 
controlled fay the Chureh, became the touch¬ 
stone one against which , marginals were 
deHned, and there were, according to the 
Church, two excluded categories of 
marginals, the Jews and the Pagans, and a 
third, balancing between marginality and a- 
clusion, the heterodox and the heretics, bom 
in the true faith but inhabited by the devil. 
The processes of marginalisatum in medieval 
western society developed in various stages 
from exclusion by territorial expulsion which 
took place in the context of the expansion 
of Christianity, nrbanisation and the 
Crusades, to internal forms of marginalisa¬ 
tion. such as trial by the inquisition and 
death by fire at the stake, to finally 
marginalisation by confinement: the jail for 
the vagrant, the ghetto for the Jews, the 
maladeries for lepers and Purgatory for the 
dead. A case study of marginality under the 
French Revolution was presented by Michel 
Vovelle—processes by which -a particular 
group, a gang of robbers from Auger in the 
Beauce, originally wage earners, day 
labourers and workers of rural industry, 
gradually crystallised into robbers. In the 
context of the revolutionary conjunctures of 
famine and high prices of corn, these groups 
were initially put in jail and branded as 
vagrants, marking the offidaiisation of their 
marginal status. The transition from beggary 
to robbery was then effected through the 
coalescing of organised societies with their 
own rituals. 

The question of marginal groups in the 
Indian context is beset with its own complex¬ 
ities and specific problems. The manner in 
which definitions of crime were forged dur¬ 
ing the late nineteenth and early twentieth 
centuries has been explored by. Sanjay 
Nigam as part of his study of ‘criminal* 
tribes and castes of UP. The creation of 
stereotypal notions of Indian criminal 
groups—lAugs, poisoners and bhudhuks—\& 
seen as being derived from the ‘otherness’ 
of India, emphasising her barbarity and 
backwardness, and as an exercise in colonial 
power which delimited the field of colonial 
knowledge. The process fay which a variety 
of groups were contained within a blanket 
category designated Criminal IVibes and 
Castes, whose criminality was taken as axio¬ 
matic, culminated in this Criminal Ikibes Act 
of 1871 which provided for the registration, 
control and surveillance of certain Criminal 
tribes. The conlinuation of these categories 
inti) the present legal system as well as the 
changes between colonial law and that of to¬ 
day, have been dealt with in a report by the 
ci)^ liberties lawyer, Nandita Haksar, entitl¬ 
ed: ‘Criminality and Government’. The 
various case studies presented point to the 
fact that large-scale criminalisation and its 
repression by the state is taking place in areas 


ludi aa Jharkhand in Bihar, rich in mineral 
and forest resources, registering a raind rate 
of urban growth through both public sector 
investment and private industry. What 
distinguishes the Criminal lYibes Act from 
the legal workings of the present is an in¬ 
creasing ‘governmentalisation’: today iaw 
really opmtes outside the law as evident in 
the creation of special officers, the Anti- 
Naxalite DSP’s, an entirely illegal category 
under Indian constitutional law. What adds 
a rich and meaningful dimension to Nandita 
Haksv’s report is its highlighting of the in¬ 
tervention of civil liberties organisations and 
public interest litigatioiu during the post- 
emetgency period in trying to check the pro¬ 
cess of criminalisation. 

The two other presentations within this 
group—V Jha’s study of the incorporation 
of tribal groups as untouchables in early 
Indian society and Aloka Parasher—Sen’s 
analysis of Brahmanical attitudes towards 
MIechhas in northern India till about 600 
AO point to the wide range of themes in- 
dud^ within the notion of matgiiud groups, 
highlighting some of the problems related 
to its use a^ indicating, above all, the need 
to define the spedfidty of the sodal con¬ 
text in whidi certain phenomena emerge. For 
in the Indian context, the caste system func¬ 
tions both to exclude and include within a 
totalising hierarchy and this change in the 
position of a caste or a group, its being 
pushed downwards, for instance, cannot be 
always equated with maiginalisation for 
these groups'can still be important for the 
reproduction of .society, crucial to its pro¬ 
duction system and its survival. Yet the con¬ 
cept of marginalisation, it was pointed out, 
does possess a value which go6s beyond a 
simple description of ‘reference groups' in 
sodety other than onoielf. In relating to pro¬ 
cesses by which certain groups and classes 
in society structure that ^'iety and wish to 
perceive it as a whole, the notion of margi¬ 
nalisation does allow us to grasp the power 
relations built into a particular conception 
of sodety. 

History of the climate 

The final session of the seminar dealt with 
that dimen.sion of history which Braudel 
classified as one whose movement was 
almost imperceptible: the history of climate, 
of man’s relationship to nature, non-human 
history of economy, social life, mentalities 
and collective sensibilities. But the history 
of climate, as Maurice Aymard pointed out, 
goes back to the nineteenth century wjien 
only a minimal part of research was orginal- 
ly done by professional historians. It was a 
field developed by scholars from other sden- 
tifle disciplines—meteorologists, astrono¬ 
mers, geologists, botanists, geographers, 
phystdsts, agronomical engineers, etc,—each 
of whom attempted to organise climatic 
phenomena in chronological sequences— 
phenomena such as a study of sunspots, 
measurement of temperature and rainfall, 
dating of glaciers, dates of maturation of 
diffoent foods and flowers, etc—and to pass 


Bom a relative dating to an absolute one. 
But the history of climate as it exists todqr 
testifies to the fact that historians can pro¬ 
duce much more precise dating of phmo- 
mena already obrerved by scientists. The 
dialogue between professional historians and 
scientists, according to Aymard, has led to 
a clarification of the true significance of 
groups as well as a correlation between dif¬ 
ferent serial graphs. Thus as an object of 
history, climate has emerged as an indepen¬ 
dent firid where its events unfold in a form 
parallel to economic events, that is through 
short cycles as well as long-term movements 
comparable to secular and multisecular 
trends. Yet historians need also to be con¬ 
scious of the pitfalls of a form of deter¬ 
minism which tries to And a climatic ex¬ 
planation for all social, economic, political 
and demographic evmts and crises, that of 
the seventeenth century, for example. A se¬ 
cond presentation in this section was that of 
a geologist. S Rajguru. outlining an ap¬ 
proach to a study of land forms in order to 
understand past climatic conditions and 
changes: this would comprise a survey of 
rivers to gauge their stability, the dating of 
alluvial deposits and a study of soil 
chemistry which provides evidence for the 
humidity or aridity of climate, the dating of 
volcanic ash and the study of rising sea 
levels, f^leoclimatic studies, moreover, pro¬ 
vide us with a means of predicting future 
climate as wel. 

In the final analysis, seen from the 
methodological point of view, the history of 
climate; according to Maurice Aymard, illus¬ 
trates the deep and unavoidable chasm that 
persists between long-term analysis and in¬ 
dividual events. Climatic events remain a 
fundamental part of culture and an organis¬ 
ing factor of individual and collection life. 
Climate continues to be lived, till today, as 
.something permanent, although periodically 
interrupted or endangered by dramatic ir¬ 
regularities. The historian of climate, while, 
on the one hand, trying to go beyond in¬ 
dividual events and accidents, is faced with 
the necessity, on the other hand, to respect 
the individuality of the accidental events—a 
duality which exists in other sectors of 
history as well. 

The usefulness of the seminar was indi¬ 
cated by the excitement it created and the 
discussion that followed presentation of 
papers. A particularly welcome feature was 
the participation of a large number of young 
Indian historians. The multidisciplinary 
nature of the themes discussed did not call 
for a self-conscious assertion; the fact that 
the seminar attracted scholars from socio¬ 
logy, social anthropology, social psychology, 
literature and geology besides, of course, 
history was testimony enough. 

Unfortunately, scarcity of space would not 
permit reproduction of the discussion at the 
seminar, though all of it has been recorded 
in cassettes, courtesy India International 
Centre. However, the discussion was well- 
informed and pointed, if seldom generating 
a con.sensus. But then generating a consen¬ 
sus was not its objective; anyway. 
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Imminent Constitutional Changes 
in Nepal 

Brahnumand Mishra 

The partyless panchayat sj^tem introduced in Nepal in 1962 after 
the then king dismissed the country*s first elected government may 
soon be due for far reaching changes. 


A FOURTH amendment in the Nepalese 
constitution is being seriously considered, 
it is reliably learnt. According to well 
informed sources, Nayan Bahdur Khetri, a 
former chief justice and currently Nepal’s 
ambassador to China has been asked to 
chair the drafting committee. Khetri is 
already in Kathmandu to initiate the process. 
Prior to the formation of the drafting com¬ 
mittee a team consisting of the Rashtriya 
Panchayat chairman Navaraj Subedi and 
Nepal’s tourism minister Mahammad 
Moha.sin, was sent to Nebraska to study the 
functioning of the partyless system. The 
team is already back to Kathmandu and is 
believed to have submitted its recommenda¬ 
tions before King Birendra’s retreat to 
Chitaun for a week. Though the contents of 
team's findings and recommendations have 
not been made public political observers 
believe Kathmandu may be in for some fun¬ 
damental and far-reaching changes in the 
Nepalese constitution. They do not rule out 
some restrictions to curb the unruly dissi¬ 
dents within the partyless panchayat as well 
as some concession to the democrats eager 
to join the mainstream. 

It is too early to gue.ss at the changes be¬ 
ing contemplated. But whatever the changes 
it is a sign that the doors of a system which 
has been in place since December I960, when 
the late king Mahendra had with army sup¬ 
port dismissed the first popularly elected 
government in Nepal's history after a scant 
18 months in power, are not shut for good. 
1'he royal coup of I960 was seen as a viitual 
restoration of direct rule by the king and 
much of the political pattern chaiacterisiic 
of the earlier period of direct rule was again 
evident but with one difference. 

Prior to the promulgation of the I9.S9 
constitution the direct rule system was view¬ 
ed as stop-gap arrangement. 1'he ultimate 
objective of most of the Nepalese, not ex¬ 
cluding the late king, was parliamentary 
democracy under a constitutional monarchy. 
While the 1959 constitution included sonic 
provisions which hardly suited the principles 
of constitutional monarchy, the Nepalese 
democrats, including late B P Koirala were 
hopeful that institutional and procedural 
developments would in time counterbalance 
these aspects of the constitution. But all this 
changed suddenly after king Mahendra 
assumed emergency powers under the pro¬ 
visions of the 1959 constitution. In justify¬ 
ing his action the late king not only criticis^ 
the Nepali Congress government but attack¬ 
ed, and attacked very severely, the parlia- 


menttry system itself characterising it as a 
“clumsy western imposition incompatible 
with kingdom's traditions, history and ob¬ 
jective conditions”. “What was required”,'he 
said, “was a new Nepali system”. During the 
next two years the late king searched for a 
suitable mantle that would include some 
elements of popular government and yet 
would ensure support for his authoritarian 
resolution. 

Shortly after the royal coup an unofficial 
at/Aoc committee consisting of four high of¬ 
ficials of the government was appointed to 
carry out the search with instructions to 
study the political institutions in Yugoslavia, 
Egypt, Pakistan and Indonesia and to deter¬ 
mine if their experiences might be instruc¬ 
tive in the establishment of a Nepali political 
.system. After the committee had submitted 
its observations another committee was 
named to draft the provisions of a new con¬ 
stitutional system to replace formally the 
1959 constitution. The result of these exer¬ 
cises was that the late king bestowed on the 
kingdom a new constitution on December 16, 
1962. 

The new comstitulion was a rather odd but 
ingenious combination of certain featutes of 
the ‘national guidance' system in Egypt and 
Indonesia, the ‘basic democracy' system in 
Pakistan, the 'class organisation' system in 
Egypt and Yugoslavia and the panchayat 
system in Indian villages. 

The rashtriya panchayat, the apes of the 
panchayat pyramid, is described as a 
umcametal legislature whose prerogatives 
fall somewhere between those grunted to the 
advisory assemblies and to the parliament. 
It can discuss any subject except the conduct 
of the king, queen and crown prince, or ac¬ 
tions taken by judges in the di.schargc of 
then duties. Bills passed by the rashtriya 
panchayat become law after receiving royal 
a.ssent. Ptoceduially this is similar to the 
provisions of the 1959 constitution but m 
fact the two situations are quite different. 

Under the 1959 constitution the royal as¬ 
sent was expected to be automatic unless the 
king considered the bill unconstitutional. 
Under the I960 con.stitution, the king func¬ 
tions as the real head of the executive branch 
of the government, retaining both residual 
and direct powers. The 1962 constitution, 
thus reflected considerable cxt>ansion of 
royal powers in both the legislative and ex- 
ecutise affairs over the 1959 constitution for 
all powers, executive, legislative and judicial, 
emanate from the king. 

There have been three amendments in 


1962 constitution so far. The last constitu¬ 
tional amendment effected in December 
1980 following the national referendum in 
which majority of the voters opted for 
panyless panchayat system with suitable 
reforms incorporating adult franchise and 
elected prime minister and a cabinet respon¬ 
sible to the rashtriya panchayat. 

The process of liberalisation had begun 
after the return of late B P Koirala on 
December 30.1976 after eight and half years 
of self-imposed exile in India with a catchy 
slogan of ‘national reconciliation’. Barely 
two weeks prior to Koirala’s return king 
Birendra had announced “People who... 
wi.sh to acknowledge the fundamental 
character and embrace the values of this 
system, pledging themselves to serve the na¬ 
tion intending to return home will not find 
that this polity has closed its doors on them”. 
Though the statement had not mentioned 
Koirala by name there was little question 
(hat it referred to him and none else. This 
made many believe that Koirala’s return was 
a negotiated one. Even though king Biren¬ 
dra’s response to the rebel Koirala’s gesture 
was rather slow a national referendum was 
announced. Although the Nepali Congress 
opted to boycott the election for rashtriya 
panchayat held after the national referen¬ 
dum quite a few of Koirala’s followers par¬ 
ticipated in the elections as individuals and 
today are in the front line of the partyless 
panchayat polity. 

Last year, however, the Nepali Congress 
participated in local bodies elections 
and captured a good number of scats. 
However today, the Nepali Congress, the 
largest single political group in the kingdom 
next to the panchayat units is an inactive 
body with its senior most leader B P Koirala 
out of the scene. Though Krishna Prasad 
Bhattarai has taken over as its president no 
other person except Koirala can wield the 
same influence and ha\e the same hold on 
the rank-and-file within the parly as he had. 
Besides the party has not been able to put 
forward any new imaginative programmes. 
Though It is too early to write off the party, 
political observers feel that despite the 
acknowledged sacrifices of its leaders the 
party's last days might be drawing near. 

I atcly. there have come some indications 
of same rethinking in the Nepali Congress 
camp for a probable adjustment within the 
partylcss panchayat polity. Political 
observers attach much significance to a re¬ 
cent statciiiciit of Krishna Praiad Bhattarai 
showing his willingness to accept the leader¬ 
ship of the crotkn, which was rather new for 
Bhattarai. Considered to be a hardliner to 
the core Bhattarai has time and again 
repeated his faith in the multi-party system. 
Moreover, Prakash Koirala, son of late 
B P Koirala and an important identity 
among (he younger generation of the 
outlawed party, has also come out with a 
clear cut statement published in a Nepali 
weekly that participation in the general elec- 
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ions will alone faciliute ‘national 
Lonciliation* 

Ikking advantage of government's lapses 
t (he Dashrath Rangashala stampede some 
line months back m which 71 people were 
)und dead and over a hundred injured, 
irmer prime minister Surya Bahadur 
rhapa has been spearheading a revolt 
igainst present Nepalese prime minister 
Manchman Singh Shiestha Thapa has once 
igain raised his old slogans against the 
underground mafia which he savs influ 
cnees polio making in the kingdom He has 
itely been trjing to prove himselt a 

PC3TOMAC MUSINGS 


1 HI Democratic Fanv s New York primary 
lor choosing its presidential candidate on 
\pril 17 turned out to be a testing time for 
the party The party is struggling to survive 
being submerged by the Republican Party 
which has governed America for the last 
eight years Somehow the Democrats have 
convinced themselves that the agenda of the 
governing parts is the agenda of the nation 
Iherefore the political opciatives of the 
Oemocratic Party hungry for power that has 
eluded ther i tor so manv sears ire eagei to 
purloin the Republican agenda as a migie 
weapon te capture the Uhile House I his 
was m-mitested in the ph ilaiiv of early 
laeklusiie IXmoeratic presidential aspiiants 
barring Ciars Han and Jesse iaekson When 
the former Reeded into the woods with his 
sexual peccadilloes and lesse Iaekson was 
vilified IS utibtlineed racist and anti 
Semitic the test ol the candid ites conducted 
their campaigns with lejune progiammes 
slipping m on the sly the Republicans 
surefiie slogans in their own statements All 
these except Michael Dukakis and Albert 
(jore fell by the wayside as the Democratic 
primaries inched low irds New Vork one of 
(he largest states vote wise which would have 
a determining impact on the presidential 
election in Novembei 
Ihf inevitable ol couise happened in 
New York on April 17 when Michael 
Dukakis won (he DemcKratie primaiv with 
SI per cent votes against Jackson s per 
cent Maybe with this victory Dukakis would 
clinch his bid for eventual nomination it the 
Atlanta convention maybe he would grace 
the White House maybe he would Rstore 
a human face to Ameiica which it has lost 
during the years of insensitive greed 
domuiated R^ubliean rule But Dukakis or 


spokesman of the democrats but the Nepali 
Congress leaden recall how he had sabotag 
ed the same Congress’ participation in the 
last general elections for rashtnya pan 
chayat Political observers in Kathmandu 
believe that in the present context the opposi 
tion within the system is meaningless and 
IS unashamedly power oriented It has no 
better programme than the present govern 
ments and it is the unpanchayat like tune 
tioning of the so called liberals from the 
rank and tile of the partyless panehayat 
system which has caused rethinking among 
the hardliners 


any other Democrat or Republican for that 
matter, would not be able to erase what Jesse 
laekson's defeat—if defeat it can be 
called—has done to the political landscape 
of America 

Just to know what Iaekson has done; turn 
to the voting profile in New York SS per cent 
amongst the age group 18 29, 49 per cent 
amongst the age group 10 19, 49 per cent 
amongst the political liberals 48 pei cent 
amongst college educated voters and 51 per 
cent amongst individuals in the income 
bracket of less than S 40 000 pel annum 
backed solidly the Iaekson candidacy 
Raeewise Kekson commanded almost the 
total black votes 97 pei cent and 57 per cent 
of the Hispani'- votes and though the pro 
portion of white votes was only 1 *■ pt r cent 
It was enough to baak the barrici of pre 
judiec harboured by the whites against the 
Iaekson candidacy The Black population is 
around 12 pei cent in America and Hispa 
nics presently around 13 per cent would 
reach 25 10 per cent in the n«t twenty thirty 
yeais Add to this the new Asian ethme 
groups and the American domographie map 
will change beyond recognition with almost 
ladlcal implications for American politics 
and power 

Who IS this Jackson'' And what does he 
stand for'' When he first appeared in the 
political arena in 1984 it was as a pastor 
from a small town seminary w ho had align 
cd himself first with the visionary Martin 
I uthcr king and later with a fire breathing 
I an ikhan with his rhetoric and destructive 
taclies and ilmost wReked the Democratic 
Partv in he process Now that image of 
Jackson has been left far behind “God is 
not yet finshed wuh me”, he has said And 
that IS trje He has now broadened his 


philosophical vision, deepened his pobtical 
commitment and aimnded his constituency 
The change in him is not synthetic, he has 
a game plan for the future He has realised 
that the old paradigm of black politics will 
land him in a wasteland Issues which the 
blacks in America symbolised are no longer 
confined to the blackv they have their 
relevance far beyond The r.ch society, 
becoming richer, has left a legacy of 
traumatic human problems—problems of 
the sick and old, ills of overdevelopment and 
consumerism, urban unrest and social slums 
Unless these issues are confronted headlong, 
the America of tomorrow will have to live 
with Its faded dreams Jackson internalised 
his thinking to such an extent that his emo 
tional appeal developed the aura of a new 
messiah v gospel His charisma emanated 
not from his persona it had deep rooted in 
his message Hence it roused his audience, 
wherever he went to new horirons of hope 
His favourite theme of “they go to work 
everyday has the same magnificence 
humanism drama and poetic giandcur as 
the now famous * 1 have a dream of Manin 
Luther king Iaeksons guru and mentoi 
Jackson tells his thronging admiars *Thev 
come home to see the ravigcs of povertv on 
the faces ol thetr children and parents but 
they ao cvervday to work they see their wives 
and children without clothes and food and 
home but thev go to work cverdav they see 
then community riven with stiilc and drugs 
but they go to work everyday And soon they 
will stop to go to work because there will 
be none around them whom they should 
woik foi That his theme could rouse 
thousands all over America is the most 
seveR indictment of the Reagan regime 
which may have brought affluence to the few 
but has lb indoned hordes of the disadvan 
taged and the uncared foi Lven that disgiac 
ed and fallen US president Richard Nixon, 
had to say in his interview on NBC that any 
candidate Republican or Democrat if he or 
she IS to be elected has to have an agenda 
foi the disadvantaged 

The Ameiican scene is changing almost 
in 1 itvolutionary way The old notions of 
the Yankee the Texan rancher the Boston 
brahmin and the enslaved black have given 
way to the new images ol the assertive black 
and blown ind also the idealistic white 
There is a message in the coincidental 
emergence of two lacksons on the American 
firmament Jesse Jaekson, with his poetic 
and rousing sermons, and Michael Jackson 
with his sonorous ‘thriller* br both cap 
tivating American minds Both caR for the 
downtrodden—lesse through his chuah and 
political agitation and Michael through his 
largesses for the education of the blacks In 
all walks of life the black resurgence is theR 
for all to sec If this message is lost on the 
Demoeratic Party which may be gloiying 
momentarily in the Dukakis victory or on 
the Republican Party (he future will leave 
them in the cold With such victories they 
would not need any defeat 


Victory that Forebodes Defeat 

Deena Khalkhate 

The inevitable happened in New York on April 17 when Michael 
Dukakis won the Democratic primary. But Dukakis, or any other 
Democrat or Republican who eventually succeeds in making it to 
the White House, will not be able to erase what Jesse Jackson's 
defeat—if defeat it can be called—has done to the pobtical 
landscape of America. 
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PERSPECTIVES 


Public Minority Participation in 
Equity of Public Sector Companies 

H T Porekh 

The present policy of permitting public participation in the capital 
of public sector undertakings only through bonds saddles these 
undertakings with high interest costs and onerous repayment 
obligations. The government should instead allow limited public 
participation in the equity capital of government companies. 


A DEBATE has been going on in the col¬ 
umns of EPW on ‘privatisation’ of the 
public sector in developed and developing 
countries. Samuel I^ul wrote on the sub¬ 
ject in the issue of February 6, 1988. 
Ramaswamy Iyer dealt further with the 
subject in the issue dated March 12, not 
as a rejoinder to Samuel Paul but as “a 
piece of reasoning” to bring out some 
logical implications of the subject. 
Another article has appeared in the issue 
of April 23. written by BM, which deals 
with the subject from the labour and 
employment angle 

'hiese articles are of a high quality deal¬ 
ing with the subject from different angles. 
The first is descriptive, a practical review 
of the international experience of de¬ 
veloped and developing countries in pri¬ 
vatisation based on the view that it is not 
the function of the government to own 
and run business and, therefore, govern¬ 
ment .should disinve.st wholly or partly in 
favour of the public at large. This view is 
also being taken by many less developed 
countries who wish government involve¬ 
ment in economic mattei^i to be kept at 
the minimum. 

The second argues about the niceties of 
the problem in academic terms, such as 
relative efficiencies of management in two 
sectors, impact on government finances, 
bureaucratic interference, etc. it, however, 
ends by supporting selective privatisation, 
and recommends an intermediate course 
to get necessary experience in managenient. 

The third article is critical of govern¬ 
ment. Based on current reports regarding 
possible transfer of management and 
retrenchment of labour in Scooters India, 
the article charges the government with 
seeking to bring about privatisation by the 
back door. This is considered an anti¬ 
labour exercise on the part of government. 

DtKt I:RI:N I CONt EKT 

White appreciating the value of these 
articles, it needs to be pointed out that 
they suffer from one major weakness in 
that they lead us nowhere so far as for¬ 
mulating a relevant policy for India is con¬ 
cerned in regard to public participation in 
public sector enterprises to mobiliae more 
resources for government itself. 'Ftivatisa- 


tion* is not the right expression for India. 
This article deals with the subject of the 
public and the investing corporations ex¬ 
tending their investment to the equity of 
public sector corporations. This concept 
is different from that of ‘privatisation’ as 
used in the west. 

India, a developing country, has made 
huge investments of over Rs 80,000 crore 
in the public sector, through perhaps a 
thousand enterprises. These include newly 
set up enterprises, large and small, na¬ 
tionalised industries, such as coal, oil, 
banks, insurance, bankrupt companies 
which have been taken over by govern¬ 
ment with a view to safeguard employ¬ 
ment and production, whatever the 
burden to the exchequer from their con¬ 
tinuing large losses. The operations of 
these enterprises vary from excellent to 
mediocre to chronic loss-making. 

Based on the practical experience of the 
last 30 years, this article takes a pragmatic 
view of the prevailing Indian situation. 
Should the status quo continue in this 
field or should a critical review be made 
so as to adopt a fresh approach? 

Industrially, India has reached a state 
of maturity with an impressive range of 
human resources of technocrats, profes¬ 
sionals and corporate managers. India’s 
capital market is highly developed with a 
wide range of financial institutions pro¬ 
viding almost every type of finance and 
services, both to private and public sector 
corporations. 

Having regard to the current condi¬ 
tions, there is a compelling reason for in¬ 
viting public participation in the capital 
of public sector enterprises with a view to 
reducing government debt. Not more than 
24 per cent is intended to be disinvested 
by government in favour of the public and 
that too over a period of years after a close 
review on a case by case basis by a select 
group of experts. This would also provide 
an opportunity to examine the govern¬ 
ment’s financial policy which has been 
lop-sided, illogical and again.st the best in¬ 
terests of the government itself. 

The. earlier articles have discussed 
various forms and degrees of ‘privatisa¬ 
tion’ of government concerns in different 


countries. It would, therefore, bf 
necessary first to be clear about what i 
mean by public participation in the public 
sector, whidi 1 consider workable in Indict. 
It is to be of a restricted nature so as tc 
clear many of the doubts and objection; 
of those who hold opposite views. 

Minority PARriciiwnoN 

My suggestion is limited to niinorit> 
public participation in the equity capiul 
of government companies, not exceeding 
24 per cent, through a public offer of sale. 
It would only be disinvestment by govern¬ 
ment in favour of public investors. Fur¬ 
ther, when such concerns are operating 
successfully and have a good track record 
of profits, they should be offered to the 
public at a premium determined on a fair 
and equitable basis, in consultation with 
the financial institutions and experts. 
Such action, therefore, involves no sur¬ 
render of management to any private sec¬ 
tor agency: management would be retain¬ 
ed wholly with the government. One or 
two directors on the companies’ board of 
directors could be invited on behalf of the 
public. The current form of management 
would not be disturbed. This will set at 
rest any fear of the government losing 
management control, except to the extent 
the government itself may choose to alter 
its policy for its own purposes. The 
government’s control of the tommanding 
heights’ in public sector industry would 
remain undisturbed. Those who believe, 
on principle, that government should re¬ 
tain its hold on the public sector need not 
fear that such hold will be lost. 

Moreover, no doubt is cast on the quali¬ 
ty of government managers nor is it sug¬ 
gested that they are less efficient than 
private managers. A neutral stand is taken 
so far as government management is con¬ 
cerned. Only minority participation by the 
general public in the equity capital of 
public sector concerns is involved with the 
objective of mobilising public funds by the 
sale of a part of the frozen equity invest¬ 
ment of government. 

I am well aware of the style and quali¬ 
ty of management in the private and 
public sectors. 1 have no desire to weigh 
one against the other. The success or 
failure of management depends upon a 
number of factors such as the size of the 
unit, the extent of bureaucratic in¬ 
terference .’ind controls, political pressures 
as well as pressures from labour, the 
technology input, the extent of autonomy 
and, above all, the quality of top manage¬ 
ment. Both the private and public sectors 
have been facing similar problems in all 
aspects of management. Large-sized 
public sortor enterprises emplqying a large 
labour force encounter more difficulties 
of a political nature. Accountability to 
parliament and to public audit create ad¬ 
ditional constraints on the public sector. 
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However, under the proposal being put 
forward heie^ publip as well as private sec¬ 
tor imiu are meant to be left to themselves 
to manage their own problems in their 
own w^y. No basic chan^ of managemoit 
is involved. 

We also need to keep out of considera¬ 
tion the ideological factor and not get in¬ 
volved in the debate between thdse who 
swear the pubHc sector and those who 
find private sector management 
preferable: VUe should accept the situation 
as it exists in India today. The presence 
of a large public sector and side 1^ side 
the existence and necessity of a significant 
private sector have to be accepted as facts 
of life. 

I go one step further and believe that 
the distinction between two sectors is 
unreal and irrelevant because both sectors 
are closely intertwined, interdependent, 
and have almost similar numagement pro¬ 
blems. The two have to coexist under cur¬ 
rent Indian conditions. Our proposal 
seeks to bring the two sectors closer. 

Management More Important 
Than Ownership 

In modem industry, ownership is not 
as crucial as management because both 
public and private sectors depend on the 
professional manager. Competent 
managers or corrupt and inefficient 
managers exist in both sectors. There is 
little to choose in regard to productivity 
in either sector. Large loss-making com¬ 
panies coexist with companies making 
profit (real or made up), except that in the 
private sector losses ^ond a limit result 
m insolvency while pubUc sector losses can 
be subsidise for a much longer period 
through use of public funds. 

By a pragmatic approach, many com¬ 
mon controversies can be disposed of. it 
may then be asked: why introduce any 
change in the present structure and owner¬ 
ship of capital? The answer is that the 
public sector locks up or freezes the equity 
capital held by the government and its 
partial release to the public provides an 
opportunity to mobilise more funds for 
the government and reduce its debt, rais¬ 
ed on expensive terms. 

As the economy grows and savings in¬ 
crease, suitable forms of investment 
should come into the market to meet the 
growing public demand. Govei nment is an 
enterpreneur and an enterpieneur releases 
part of his equity capital to the public so 
as to make the public his partner. It is 
wrong to take the view that the govern- 
'ment is different from the public and the 
. two emmot join as partners. Equity is a 
cheaper form of raising funds than bor¬ 
rowing because the risks and rewards of 
equhy investment are shared by the 
government and the public and the pro¬ 
blem of repayment does not arise in the 
case of equity. 

In my view government would be able 
to mobilise about Rs 10,000 crore over a 


Tive-year period at first and more later. 
Psychologically, public holding of equity 
as investment in government companies 
would add a new sense of accountability 
to the managements of such enterprises 
and fortify their accountability to 
parliament. 

Financial participation ^ the common 
people and financial institutions in the 
public sector is going on even now through 
investments in the tonds of public sector 
units which last year exceeded Rs 1,000 
crore. Extension of this process by the 
public taking up equity capital in public 
sector enterprises would result in more 
funds for the govvnment. So long as the 
government continues to control and 
manage the public sector, there can be no 
ideological objection to such minority 
public investment. 

Preferable to Bonds 

The present practice of public participa¬ 
tion ortly through bonds but not through 
equity results in the government acting 
against its own best interests. High 
interest-bearing bonds are offered to the 
public, which means government has to 
bear a high burden of interest and repay¬ 
ment while giving up the alternative of 
lower-yielding equity with no obligation 
to pay dividend except out of profits and 
no question of repayment as in the case 
of loans. The current policy results in 
government losing both ways. 

There is no special advantage in govern¬ 
ment holding 100 per cent equity in the 
public sector. A joint sector between the 
government and the public with full con¬ 
trol by the government in areas of its 
choice can .thus grow over the years and 
the government would be able to mobilise 
risk capital for the public sector units in¬ 
stead of providing finance entirely with 
borrowed funds. 

A good business enterprise follows the 
policy of as much equity capital as it can 
raise from the market' and only for the 
balance does it raise loans or bonds so as 
to minimise its interest bearing obligation. 
The present government policy is the 
reverse of that. It is an unsound Hnancial 
poliqy involving urmecessarily higher cost 
to the government. 

It is recognised that many public enter¬ 
prises are presently not in a portion where 
the public would be interested in investing 
in their equity. However, there arc many 
others whose equity the public would be 
ready to take up for investment at the real 
worth. Obviously, they have to be profita¬ 
ble enterprises but the price at which the 
government would offer such equity would 
be at proper premium'and not at par. 

The suggestion is to offer a small part 
of equity of profit-making companies not 
at par but after proper valuation of the 
net .worth, giving the public a chance to 
Shan in future growth while offering the 
equity at a premium for the government 


haying borne past risk. The initial return 
on such equity would be low, in some 
cases, 4-5 per cent, thus enabling govern¬ 
ment to raise money at a lower cost. 

'Bita Steel, Reliance and several other 
companies ate yielding a return of 3-4 per 
cent at current prices. IBM in the US and 
mai^ companies in Europe and Japan 
yield a return of 1-2 per cent at current 
market prices and ^ the public is in- 
ternted in making investment in them for 
their future growth. 

There are several companies with a 
sound profit record which, offered to the 
public even at a premium, would be readi¬ 
ly taken up. A phased policy has to be 
developed after full consideration of all 
aspects. It has to be implemented over a 
period of years. 

Hus means passing on a part of the risk 
capital to the public, strengthening the 
capital market by issue of more equity 
capital and keeping the ultimate repay¬ 
ment obligation as low as possible. 

Our original objective in promoting, 
owning and running the public sector also 
has not been fulHlled, after over three 
decades. On the contrary, the result has 
been the opposite of what was expected. 
Our hope of saving the public from ex¬ 
ploitation by the private sector has not 
been realised; the private sector has not 
only continued but has greatly expanded 
under the operation of the public sector. 
Consumer interests have not been served 
but have further suffered Productivity 
and efUdency has gone down and corrup¬ 
tion has expanded a great deal. 

Our policy for the future should be bas¬ 
ed priniarily on our experience of die past. 
Politics has resulted in creating a new set 
of vested interests in the guise of serving 
the public good. 

The necessity for liberalising the 
economy from the present state of over- 
regulation is being realised and liberalisa¬ 
tion is being put into action. The benefits 
of nationalisation of an industry like coal 
have proved to be illusory, coal prices have 
been rising and the coal industry’s losses 
have been mounting year ato year, 
reaching Rs 2,300 crore. Bank nationalisa¬ 
tion, even with the phenominal growth of 
deposits and of the branch network, has 
not evoked a favourable response from the 
public in regard to banking services. The 
capture of the 'commanding heights’ of 
the economy by the pubUc sector has cer¬ 
tainly not benefited the common man. In¬ 
ternally and externally the value of the 
rupee has been falling rapidly. Budgetary 
deficits and adverse balance of payments 
are creating a grave crisis .of confidence. 
Political exploitation on a massive case is 
adding to private exploitation. The exis¬ 
ting situation provides justification for 
limited public participation in the equity 
capital of government companies, as a 
further measure of liberalising the 
economy. 
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REVIEWS 


Proletaiianisation and Other Forms of 

Exploitation 

Gail Omvcdt 

Of Rural Proletarian Struggira: Mobilisation and OiKanisation of Rural 
Workers in Southwest India by K P Kannan; Oxford University Press, 1988; 
pp 387, Rs 210. 


K P KANNAN’s Mudy of ‘rural pro¬ 
letarianisation' in Kerala is an important ef¬ 
fort to .show how capitalist development 
penetrates an economy in the absence of 
large-scale factory-based industrialisation, 
and how tMs can serve as the base for mili¬ 
tant communist-led organisation. It is also 
an analysis of the social-political conditions 
under which this organising has taken place 
and the limits it has reached in recent years. 
Since Kerala is one of the few states in India 
where the left movement has won a solid and 
stable organisational and electoral base— 
and yet faces problems of stagnation and 
growing challenge from reactionary 
forces—the relevance of the study and the 
questions it raises is obvious. 

In taking rural proletarianisation as cen¬ 
tral in Kerala, Kannan cites 1971 Census 
figures which show that of rural workers, 
20.2 per cent were cultivators, 34.4 per cent 
agricultural labourers and 4S.4 per cent 
‘other workers’ (mostly in various rural- 
linked small industries, often involved in pro¬ 
cessing agricultural pnxiuas). These figures 
are not entirely consistent with Rural Labour 
Enquiry data (which showed that in 1974-7S 
agricultural labourer households were 27.4 
per cent and ‘other rural labour’ households 
were 14.8 per cent of all rural households) 
and probably overestimate the degree of 
wage-labour—among other things the cen¬ 
sus underestimates the number of ‘cultiva¬ 
tors' and not all ‘other workers* are wage 
labourers. Yet it is undoubtedly true that 
Kerala has had a relatively high proportion 
of rural proletarians, and these have been 
the biggest organisational basis for the 
growth of communism, in contrast to-the 
Calcutta working class or the early history 
of tribal peasant organising in Dipura. 
Kannan is also right in stressing the impor¬ 
tance of runil proletariani.sation as part of 
overall capitalist domination in a still 
agrarian-centred country such as India— 
though, as we shall argue, his conceptualisa¬ 
tion of capitalist development only in terms 
of the exploitation of wage labour is the 
major limiting factor in his analysis. 

The process of proletarianisation began 
in Kerala during the colonial period with the 
opening up of land for plantation enter¬ 
prises, the intensification of the cultivation 
of commercial crops oy the peasantry, the 
development of agroTprocessing industries. 


the Unking of small-scale production to col- 
onJal trade, and the expansion of infrastruc¬ 
ture, all of which brought new jobs and in¬ 
stituted new processes of labour and social 
relationships. Kannan defmes proletarianisa¬ 
tion in terms of “three concentric circles”, 
from the most classic “wage labourers in 
large capitalist factories’.* to “all who sell 
labour power to capitalists” to “all who sell 
their labour power” and argues that since 
proletarianisation is a process, the argument 
that it is 'incomplete' cannot be used to deny 
its centraUty, even for the supposedly more 
‘semi-feudal’ agricultural regions. However, 
it can be noted that even in regard to Kerala, 
while Kannan has shown definite changes 
in work relations from traditional caste- 
authoritarian and landlord-tenant forms, he 
has noi clearly established the development 
of proletarianisation in the sense of move¬ 
ment from the third, more loosely defined 
type of simple wage labour to the most arch- 
typically capitalist large-scale factory 
production.' 

The historical treatment of organising 
among rural proletarians shows the impor¬ 
tant role both of broader social and national 
movements (anti-ca.ste social reform move¬ 
ments, more secular rationalistic movements, 
national struggles, etc) and of specific com¬ 
munist organising of trade unions within the 
framework of a project aimed at building 
a broader socialist society. A focus on rural 
workers in three varied industries—toddy 
tapping, beedi making, and agricultural 
labour—then provides specific comparative 
data on the nature, gains and some of the 
limitations of their struggles. 

The gains have been considerable, at both 
social and economic levels. Kerala had, tradi¬ 
tionally, one of the most hierarchically grad¬ 
ed extreme.s of caste society, with scales not 
only of ‘unt'ouchability* but also of ‘unap- 
proachability'. The fight against this oppres¬ 
sion, the winning of human dignity for the 
lowest castes, and the large-scale eradication 
of social discrimination have been major 
achievements cf the movement. Similarly, 
important gaii.s have been won at the trade 
union level, ranging from higher wages (and 
it should be remembered, as Kannan shows, 
that in the beginning period of industrialisa¬ 
tion it was the factory workers who suffered 
the most extreme exploitation) to pensions 
and other benefits, to the ability to regulate 


the work process itself. 

Kannan u equally frank about the limita¬ 
tions of the organising. In the area of caste 
and gender, for example, he shows that these 
do remain crucial to defining a person’s 
social-economic range of opportunities: 
‘harijans’ and women remain at the bottom 
of the scale, pushed much more into the 
lowest-paying occupations such as agri¬ 
culture and into lower positions even in 
these 

Economically, even more serious ques¬ 
tions emerge The three caste studies clearly 
indicate that the gains of trade union strug¬ 
gle depend very much on the industry involv¬ 
ed. In toddy tapping, where the industry is 
not ‘mobile’ and entry to the workforce can 
be limited (which it has been, to Ezhavas), 
the workers have gained the most. Among 
beedi workers, in spite of similar 
successes—Kerala beedi workers are better 
off than those in other parts of India 
(though again note: the percentage of 
women is much less)—the ability of industry 
to shift to lower-wage areas has hampered 
the power of the workers in stabilising their 
gains. The worst situation is found in 
agriculture. The'considerable unionisation 
which has broken the social power of the 
farmer-landlords, which has abolished much 
of ‘feudal landlordism*, which has won wage 
rises and considerable ability to regulate 
working hours and other aspects of the 
labour process, has not been able to do much 
to break through the abysmal poverty of the 
labourers. Wage gains have been offset by 
decline in days of work available; and 
although labourers have on occasion suc¬ 
cessfully fought attempts to bring in trac¬ 
tors and have tried to resist shifts away from 
the more highly labour-intensive cultivation 
of paddy, they have (quite understandably) 
not been able to create jobs. As a result, as 
Kannan show.s. the per capita income of 
labouiers in Kuttanad was less than half that 
of the state as a whole and that in Palghat 
just above a half in 1976, and a decade later 
this had sunk to one-third. Consumption 
studies of a Kuttanad village showed in 1976 
an average of 1184 calories per day for 
agricultural labourers—only 974 for harijan 
labourers! (pp 272-23) After decades of 
heroic organising and a still strong move¬ 
ment, in a situation where labourers out¬ 
number peasant employers anc] have achiev¬ 
ed unity along caste lines, this suggests un¬ 
mistakably that agricultural labourers do 
have a solid economic interest in the overall 
viability and structure of agriculture, in¬ 
cluding issues ranging from the farmers’ 
lability to pay' to the effects of drought and 
ecological damage: 

Finally, and very seriously, Kannan shows 
that the liberatory thrust of organising has 
been to a latge degree lost: the left move¬ 
ment in Kpala, in other words, suffers from 
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the Mme maliUe found ebendieie The 
oiieniiiiig ndiich b^aa in the context of a 
broad io^>nationaI movement, which in* 
eluded political education, cultural groups, 
village libraries, and the organisation of 
women, students and children; which en¬ 
compassed all these within the project of 
creating a socialist society, has lost the uni¬ 
fying vision. Kaniun cites an old beedi 
worker activist: 

We were told that we were working for the 
birth of a new society— a socialist one—and 
we thought that we were engaged in a historic 
task. That is no more. Ibday trade union 
work has come to be accepted by some who 
also use it fm furthering their own in¬ 
terests. . .On the other hand, there are others 
who seethe limitBtiont and cooptation of the 
existing system for radical political activism, 
but they don’t have any clem hlea as to what 
is to be done. They then are less interested 
in continuing trade union work along with 
socio-political work of the kind we (hd in the 
thirties, forties and fifties (p 229). 

‘Proletarian Fundamentalism’ 

These problems raise some serious ques¬ 
tions regarding Kanium’s own perspective 
Though the focus on *111181 proletarianisa¬ 
tion' provides an important conceptual tool 
to undmstand some of the basic themes of 
Kerala society, it rests ultimately on an in¬ 
adequate analysis of capitalism as involving 
only tiK exploitation of wage labour (what 
we might c^l a kind of Marxist ‘proletarian 
fundamentalism*). It fails to see the ways in 
which the exploitation of ‘petty comm^ty 
production’ or ‘subsistence production’ can 
be central to the capitalist process, the im¬ 
portance of forms of loot (imperialist or 
otherwise) via the terms of trade and ex¬ 
change, or the ways in which social struc¬ 
tures that are in strict terms ‘non-dass’ (such 
as caste and gender) can be and are adapted 
to serve the interests of capitalism itself. 

Seeing only wage labour exploitation 
seems to have the most serious consequences 
with n^ard to agriculture Here Kannan con¬ 
siders as exploitation only the ‘capitalist’ ex¬ 
ploitation of agricultural labourers and the 
‘feudal’ exploitation of sharecroppers and 
tenants (p 15), negating the possibility of the 
exploitaion of petty-commodity producing 
toiling peasant^ and seeing all peasants in 
terms of an image of the exploiting rich 
farmer. This produces a tendency to exag¬ 
gerate the degree of wage labour, to under¬ 
estimate the atent of the ‘self-employed’ or 
small commodity producers or small 
employers, and to evade the question of the 
pqpsibilities and necessities of alliance of 
toilers in both sectors. 

•Ifet, Kannan’s own data show that not 
ordy do agricultural labourers have a 
subMantive interest in the viability of the en¬ 
tire agricultural sector; they also seem to 
have spedfle interests in ‘remunerative 
prices’; he shows, for instance, that the crash 
of food pric& during the depression also 
hurt labourers, and it is difficult to answer 


the question of how to prevent a shift away 
from food crop production without making 
it economically viable. Indeed the strong 
suggestion here is that at the immediate levd 
agricultural labourers have as many con¬ 
tradictions with urban wage-earners (who 
would like lost-cost food) as they do with 
their rural employers. Further, his data on 
Kuttanad show that the inaiority of peasant 
employers are in fact very poor in 1973,86 
per cent of peasants with under S acres 
operated 60 per cent of the land, while 11 
per cent with S-10 acres operated another 21 
per cent (p 242). While 5-10 acres of paddy 
land may make a person well off, these are 
hardly big exploirers, and since labourers 
outnumbered cultivators 2V) to one in Kut¬ 
tanad it appears there were quite a large 
number of impoverished small employers. 

Seeing the cultivating peasant only as a 
propertied exploiter has disastrous implica¬ 
tions for building any kind of united strug¬ 
gle. Further, taking this position involves a 
selective reading of Marx himself (the attrac¬ 
tiveness of the ‘sack of potatoes’ metaphor 
has apparently prevented many readers from 
noting that Marx went on to discuss the 
French peasantry as aploited under capita¬ 
lism) as well as of the Indian Communist 
Farties—for these have discussed the con¬ 
tinuation of imperialist loot, the exploita¬ 
tion of the peasantry via the terms of trade, 
the role of caste; etc; even though they have 
quite often failed to lead decisive struggles 
in these areas.^ 

A ‘proletarian fundamentalist’ viewpoint 
has equally serious limitations with regard 
to caste and gender. Regarding caste, 
Kannan's general approach is to see capita¬ 
lism as a force leading to more and more ra¬ 
tionalisation and openness and to the break¬ 
down of ‘feudal* or .‘traditional’ forms. 
Caste oppression and organising around it 
is seen as only a temporarily important fac¬ 
tor, helpful only until the more ‘objective 
reality of class exploitation’ subsumes it (pp 
125-126). This rests on the argument that 
capitalist development, via proletarianisa¬ 
tion, has broken the link between caste and 
occupation. Yet this link was never so 
thorough as Kannan seems to believe. Even 
the most exploited agricultural labourer 
castes of Thanjavur, for instance, could be 
small peasants in regions of more open dry 
agriculture,’ and the broad .middle ranges 
of the caste hierarchy were always relatively 
flexible regarding occupation. It was quite 
‘traditionally’ appropriate in fact that the 
earliest proletarians were drawn from these 
middle-range castes, and as Kannan shows, 
it is these that still are the most occupa¬ 
tionally diverse, while at the extremes of the 
caste hie^hy the ‘twice-born’ retain then- 
economic privileges and the ex-untouchables 
contitiue to experience severe economic 
disabilities. It vwuld be accurate to say that 
the historic struggles of the Kerala low-caste 
proletarians (and not simply the objective 
processes of capitalist , development) have 
achieved a decisive eradication of most social 


aiipri min a t ibn Qnit note that, for instance; 
the Ouruvayoor temple still ban ‘untoucha- 
blm’ and non-Hindus) and have led to the 
shift of the caste economic link ftom a 
more Wttolute' one to one of mote sutistical 
correlation—but the Vaste division of 
labourers’ (to use Ambedkar’s tom) remains 
strong, and along with this caste and com¬ 
munal identities continue to have a material 
base in Kerala. The lack of an analysis of 
this' and of the way the continuation of caste 
serves ongoing processes of capitalist ex¬ 
ploitation has severely himdicapped foe left 
in evolving a strategy for a liberatory anti¬ 
caste movement under the new conditions. 
The same point might be made about foe 
issue of gender and patriarchy, but though 
Kannan deserves credit for touching upon 
foe problem of women he has not even at¬ 
tempted to give an analysis. 

. ‘^ietarian fundamentalism’ shares with 
the ‘sani-feudal’ framework foe notion that 
capitalism is basicaily rational, that it 
operates entirely in terms of wage labour ex¬ 
ploitation, and that it works in the direction 
of abolishing ‘traditioiul’ forms of social 
relations—whether these are peasant pro¬ 
duction, caste oppression, patriaiifoy, 
religious faith or whatever. While it is more 
realistic at one level in seeing the degree of 
capitalist development that has taken place, 
it fails more dedsivriy to provide a perspec¬ 
tive for a unified struggle. At present, 
agricultural labourers do have some strong 
contradiaions with thor peasant employers, 
just as the ‘harijans’ do with the middle 
ca.stes, and women do with men. In seeing 
wage-labour proletarianisation as the only 
operative foctor, though, Kanium’s approach 
suggests that the first contradiction is ab¬ 
solute and that the others are irrelevant. 

Yet, during the colonial period, in spite 
of such contradictions, powerful mass strug¬ 
gles of labourers, peasants and tenants, low 
and middle castes and the entire MalayaU 
opptesiied nationality took place—and it was 
these struggles that provided the crucial con¬ 
text for the ‘mobilisation and organisation 
of rural workers’. Why shouldn't similar 
alliances and a unifted struggle be possible 
today? Answering such a question requires 
an analysis of whether, and how, capitalism 
involves the interweaving of the exploitation 
of different sections of the people. The reali¬ 
ty is that in much of liulia, and in particular 
in the more capitalisticaliy developed 
regions, there has been a rising crescendo of 
independently organised or 'autonomous* 
struggles of dalits, women, peasant culti¬ 
vators etc—usually with an attitude of suspi¬ 
cion towards political parties but with at 
least some policy of left alliance and a 
definite anti-state thrust. The strong 
development of the communist-led rural 
proletariBn mobilisation in Keiida should of¬ 
fer a unique opportunity for such struggles 
to develop under the leadership of foe most 
exploited social groups, but this cannot be 
done with an anal^s that ignores foe 
interests that produce them. 
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Note* 

1 This is a central problem for Marxist theory 
in genend. ManuCKtuiing empioyiiient in the 
‘first world’ centres of world capitalism ap¬ 
pears to be shrinkiitg as a portion of the total 
labour force: large-scale manufacturing in 
the third world is at best stagnant—what is 
growing b the ‘informal sector’. Frequent ex¬ 
planations of thb (as with Kanruui) in terms 
of the ‘strategy of capital’ to fight unionisa¬ 
tion by Normalising' strategies only beg the 
question by continuing to assume that the 


HABERMAS is among the few 'grand 
theorists’ of the twentieth century. He has, 
in the course of developing his own concep¬ 
tion and understanding of contemporary 
society, entered into a dialogue with almost 
all important philosophical systems. His 
writings provide both a critique and a selec¬ 
tive appropriation of elements and insights 
from a vast range of theories. This quality 
of Habermas’ writing has induced scholars 
from different traditions and disciplines to 
taJtc cognisance of his work and to study his 
programme for critical theory seriously and 
systematically. Julius Sensat’s book is one 
such attempt. As is evident from the title, 
this study is primarily concerned with 
Habermas’ criticism and subsequent refor¬ 
mulation of historical materialism. The pur¬ 
pose of the inquiry is to examine the nature 
and the adequacy of these revisions; to see 
if they stem from an appropi iaie reading of 
Marx, and in what way, if any, they are com¬ 
patible with the doctrine of historical 
materialism. Consequently, Sensat analyses 
Habermas’ theory of social evolution and 
his criticism of Marx's critique of political 
economy. For the purpose of assessing these 
formulations Sen.sat furnishes a simple, 
cogent, yet penetrating, account of Marx's 
conception of value, capital and labour 
power. The entire discussion is prefaced by 
a brief and extremely condensed account of 
the philosophy underlying the general pro¬ 
gramme of Habeirmas’ critical theory. 

In the field of political economy Sensat 
maintains that so long as the “... relations 
of production remain capitalist there will 
always be a bias against the development of 
the capacity to solve certain kinds of pro¬ 
blems" (p 160). He is eq^lly critical of 
Habermas’ endeavour tojpiDvide a separate 
and independent xhernttift the developmen¬ 
tal logic for the forms iif social interaction 
and integration. Sensat builds his argument 
on the premise that Marx did not conceive 
of history as merely the self generation of 
the human species through labour. For Marx 
the production process and the societal 


noraul praecM b (shonM be) tewitb the 
laiie-iGaie factory tom of wage labour 
cxidoitation. 

2 On‘peasant’exptoilation see far aampie the 
noc n m ig a ioftheiaiJcia i hi Miu eofttieAa- 
India Kimn Sabha (Cn-M). 1979; and iB- 
dradei^ Siaha, The Chmighn Xgrartea 
Some: AoMcmr and IWa (Revised verdon 
of Ok Ocneral 500(101/1 RqMtt to the 22ad 
confeienoe of the AlKSCPl). 1979. 

3 Sec e g, David Uiddea, Aoami/ftafory in 
South Itutta (Princeton Univerdty Pi^ 
198S), p 12. 


relations—i c; labour and interaction—woe 
‘‘intemdly’’ related as ‘‘fonn to content". We 
cannot therefore describe one variable in¬ 
dependently of the other. Indeed changes in 
the former have important and far-reaching 
consequences for the latter and a history of 
the development of production involves the 
“assumption and shading” of these forms 
by the production process. For this reason 
Sen.sat believes that Habermas’ attempt to 
differentiate production from socialisation 
and system maintenance is unnecessary and 
unwarranted, it needs revision a.s it fails to 
grasp the labour-interaction nexus. Further 
he feels that the demand for a separate logic 
for the categori.sation of the legal and moral 
systems cannot be accommodated within 
Marxism. 

Sensat assumes that the writing of history 
in terms of the development of the produc¬ 
tion forces would necessarily entail a 
reference to the corresponding pattern of 
social institutions and interaction. While dif¬ 
ferentiating him!>elf from the reductionist in¬ 
terpretation of historical materialism he docs 
nevertheless presuppose a structural cor¬ 
respondence between a particulai pattern of 
.social interaction and production process. It 
is in this context that one needs to reiterate 
that Habermas tries to separate and delink 
production from socialisation only because 
we do not empirically find a one-to-one cor¬ 
respondence between a pattern of social 
interaction-i e, world view, patterns of 
social identity formation, kinship patterns, 
legal, moral and political system—and a 
given form of production. The point made 
by Habermas in terms of mixed and transi¬ 
tional societies (e g, transition from 
paleolithic to neolithic societies and then to 
Asiatic mod-, of production, etc) has today 
been expressed in the context of post¬ 
colonial societies by several analysts. One 
may not accept the stages of developmental 
logic outlined by Habermas; however, his at¬ 
tempt to study the dimension Of kinship pat¬ 
terns and institutional structures accompa¬ 
nying the given forces of production deserves 


cartful considentioa. Monover, by logically 
separating production from socialisation 
Habermas is not denying the possibility of 
an interaction or even the existence of a 
specific relation between the two; he is mere¬ 
ly arguing that a particular production is not 
always accompanied by a single or distinct 
form of legal and moral structures. The lat¬ 
ter follow a different pace of development 
and reveal a logic of their own. Consequent¬ 
ly, Sensat’s claim that for Habermas any 
stage of technical rationalisation is concep¬ 
tually compatible with any sta^ of degree 
of practical rationalisation is indeed a mat¬ 
ter open to debate One may of course agree 
with Sensat and argue that this schema 
(i e the rationally reconstituted pattern of 
the normative and moral cognitive dimension 
of the developmental process) does not 
merely supplement the tenets of historical 
materialism, it does indeed go beyond it. 
However, for that it would pertops be 
necessary to include a discussion about the 
implications of this position for the Marxian 
conception of mode of production and the 
stipulated relationship bmween the base and 
the superstructure. 

Sensat has several other difficulties with 
Habermas’ project. .While recognising the 
practical intent of Habermas’ theory and ac¬ 
cepting the significance of his theory of 
legitimation crisis for an understanding of 
the dynamics of modern capitalism, he 
points out that the introduction of the 
criteria of socialisation and steering capacity 
make it difficult to categorise societies in a 
single hierarchy particularly when we are 
confronted with two societies each of which 
is superior in one thing, i e, technical 
rationalisation or practical rationalisation, 
in the concluding section of the book Sensat 
is critical of Habermas’ attempt to root the 
objectivity of critical theory in trans- 
historicai values. He also feels that Haber¬ 
mas, like most other critics of the unity of 
science position, was working with a con¬ 
ception of science which was “flawed by a 
faulty version of empiricism". Sub.sequent 
changes in the conception of science-have, 
in his view, made it necessary to re-examine 
the basis for a distinctive logic of inquiry 
for social theory. 

The difference that one may have with 
Sensat on each of these questions does not 
in any way detract from the quality of his 
argument. His analysis of the Marxian criti¬ 
que of political economy and his exposition 
of the philosophical basis of critical theory 
are both competent and indsivc His attempt 
to weave together the thread of communi¬ 
cative action with Habermas’ conception of 
praxis provides a useful introduction to 
Habermas’ project. Although it ignores the 
shifts in emphasis and the reformulation of 
certain theoretical propositions—-e gi^thma- 
peutic discourse, nature and status of 
cognitive interests, the notion of practice; 
etc—it captures, the essential core which 
defiiies and distinguishes Habermas’ project. 


Habermas and Historical Materialism 

Gurprect Mahajan 

Habcrmaa and Marxism by Julius Sensat, Jr; Sage Publications, Beverly 
Hills, USA; pp 176, $ 12 (paperback). 
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Economist Extraordinaire 

Anand G Chandavariur 

’Vicholaa Kaldor by Anthony P Thirtwall; Wheatsheaf Books. Brighton, 
Sussex, Great Britain, 1987; pp xv + 360, cloth £ 35. paperback £ 14.95. 


THIS Uc^phy of Kaldor (1908-86), in the 
.erics entitled Grand Masters in Economics 
^General Editor; Mark Blaug), is very ap¬ 
propriately written by an author (Professor 
<tr Applied Economics, University of Kent 
at Canterbury) who knew the late Lord 
Kaldor intimacy and can claim complete 
familiarity with Kaldor’s professional con¬ 
tributions having himself extended and 
refined them. It is a comprehensive work 
which includes an informative chronology, 
charming illustrations and a bibliography of 
Kaldor's writings, but it is not “a full per¬ 
sonal biography on the lines of Harrod’s or 
Skidelsky’s life of Keynes; nor is it an in¬ 
tellectual biograplv in the sense of providing 
a new interpreution or aitique of Kaidotf’ 
Rather it is “a straightforward attempt to 
elucidate the work of a man who was one 
of the most interesting, inspiring and in¬ 
fluential economists of the twentieth cen¬ 
tury”. It is a happy blend of “discussion of 
quite complex theoretical issues with bio¬ 
graphical detail”. The author’s empathy has 
in no way inhibited an objective as.'ie.ssment 
of Kaldor’s prolific contributions to 
theoretical and applied economics, his varied 
roles as an economic and tax advisor 
(Hungary, Britain, India, Sri Lanka, Mexica 
Ghana, Guyana, 'Ibrkey, Iran, Venezuela) 
and international civil servant and consul¬ 
tant (mostly to the UN and related agencies). 

Kaldor was bom in Budapest, Hungary, 
on May 12, 1908 in a comfortable middle- 
class Jewish family. He had his early school¬ 
ing at the famous Minta Gymnasium in 
Budapest with emphasis on languages and 
history but no exposure to economics. He 
did not complete his law degree at the 
University of Budapest and later enrolled at 
the Humboldt University in Berlin (October 
I92S to the spring of 1927) to study 
economics, which stemmed partly from his 
wider interest in politics and partly from his 
personal experience of the German inflation 
while vacationing in the Bavarian Alps. His 
appetite for economics was further whetted 
by his father’s present of a copy of Keynes’s 
Economic Consequences of the Peace. But 
his eighteen months in Berlin were not par¬ 
ticularly fruitful except for his contacts with 
Gehnans who had studied in England and 
spqke highly of the London School of 
Economics. This led him to join the LSE (in 
April 1927) where he graduated with First 
cto honours in his BSc Econ (1930). Of his 
teachers Lionel Robbins and Maurice Allen 
(later a Fellow of Balliol College, Oxford and 
Executive Director of the Bank of England 
and the IMF) are stud to have made the most 
impact on Kaldor, who “probably learnt 


more of his economics from Allen than 
anyone else” (p 22). On graduation Kaldor 
secured a research studentship at the LSE 
to work on the Problems of the Daniibian 
states. His researches were later published 
in four anonymous articles in The 
Economist (May-June 1932) and in the Har¬ 
vard Businesi Review (October 1932). Sur¬ 
prisingly, the Economist articles on the 
Danubian states arc not listed in the other¬ 
wise exhaustive bibliography of Kaldor’s 
publications in this book. These articles 
which are perhaps the origin of Kaldor’s 
lifelong interest in regional and developmen¬ 
tal problems are unfortunately not available 
iii any of Kaldor’s Collected Essays or subse¬ 
quent publications. Kaldor lectured at the 
LSE from 1932 until 1947, when, having 
refused a job offer from the International 
Monetary Fund, he accepted Myrdal’s of¬ 
fer to direct the Research and Planning Divi¬ 
sion of the Economic Commission for 
Europe. He was appointed a Fellow of King's 
College and Lecturer in Economics, Cam¬ 
bridge, in 1949, Reader in 1952 and Pro- 
fe.s$or in 1966. Interestingly, Keynes, who 
always had the highest regard for Kaldor, 
had recommended him much earlier for 
Fellowship at Jesus College; Cambridge in 
1943: 

I put him very high among the younger 
economists in the country... He is of the 
calibre which would justify the immediate 
election to a Readership. Kaldor would be 
an exceptionally delightflil and acceptable 
member of the High Ikble, a brilliant talker 
and one of the most attractive people about 
the place He has a particularly nice English 
wife [Clarisse Goldschmidt] and family. The 
very best type of cultivated, civilised, learned 
Central European (pp 80-81). 

But we are not told why and how this pro¬ 
posal fell through. In the event Kaldor pro¬ 
ved a worthy mantlebearer of Keynes. He 
was perhaps the one economist who came 
nearest to Keynes in his intell^ual stance 
on economic problems and policies. “He was 
a complete convert to the l^nesian revolu¬ 
tion and never deviated from the faith” and 
played a leading role in extending Keynesian 
modes of thinking to issues of growth and 
distribution (p 31). But Kaldor was never an 
uncritical disciple of the master. In fact, his 
published Keynes lecture to the British 
Academy (May 12, 1982)'on the Lim/fario/is 
of the-Genera I Theory —which again does 
not figure in the bibliography—is arguably 
the most cogent critique of Keynesian 
economics. Kaldor identifled its main gaps 
as follows: Assumption of money supply as 
otogenous and failure to discard the quan- 


Utytheory entirely; the implications for his 
theory of the way markets function and of 
inter-regional trade to explain differential 
growth and employment of different areas; 
.and above all the failure to recognise the im¬ 
portance of increasing returns in manufac¬ 
turing. Likewise, Kaldor developed fun¬ 
damental critiques of equilibrium economics 
and neoclassical growth and distribution 
theory. But Kaldor was no mere critic and 
made path-breaking contributions to virtual¬ 
ly every branch of theoretical and applied 
economics in close to two hundred articles, 
books and pamphlets, although he himself 
regretted never having written a grand 
treatise in the tradition of Smith, Ricardo, 
Marx or Marshall (p 333). The only two 
books he authored were Expenditure Tbx 
(1955), a minor classic, and the lesser known 
Statistical Analysis of Advertising Expen¬ 
diture and the Revenue of the Press, with 
R Silverman (1948). On the other hand, he 
was a supreme exemplar of the rare art of 
invoking significant statistics and facts to 
support his analytical reasoning without 
elaborate econometric techniques or inviting 
the charge of casual onpiricism. His appen¬ 
dix on ’The (Quantitative Aspects of the Full 
Employment Problem in Britain’ in 
Eteveridge’s book is a model of its kind. But 
Kaldor himself confessed: “throughout my 
academic life economic theory remained my 
basic interest... despite increasing pre¬ 
occupations with a range of ‘specialised’ 
matters” such as taxation, employment and 
Commodity policies, reform of the interna¬ 
tional monetary system, and advising 
governments (‘Recollections of an 
Economist’, Banco Nazionale del Lavoro 
Quarterly Review, March 1986, p 23). Critics 
of Kaldor’s advisory role ^so tend to 
overlook that more often than not the re¬ 
questing government never tried to imple¬ 
ment his advice as an interlocking tax policy 
package. In India (1956) the authorities ig¬ 
nored his recommendation for reducing the 
highest marginal rate of income tax from 
over 80 per cent to 45 per cent and introduc¬ 
ed a truncated expenditure tax which was 
abolished subsequently! The stumbling 
blocks in implementing Kaldor’s fiscal 
recommendations in developing countries 
were seldom administrative. Kaldw shrewdly 
anticipated these and provided feasible solu¬ 
tions. The basic problem was political 
pusillanimity in the host countries. 

As well as being a highly original 
economist and dynamic adviser, Kaldor was 
“by ail accounts a superb teacher” (p 27), 
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A quality not always found in combination 
with creativity. Kaldor himself attached great 
importance to his lectures “I'ti economic 
theory to third year student' in ( ambridge” 
which “alone gave continuiu to Ihi.sj interest 
in economic theory” and "forced jhiml to 
think through atiesh eacli vear for that 
reason I would not recommend anyone (in 
the Held ol social sciences at anv rale) that 
ihc“y should concentrate on ‘research’ as 
against teaching. It is more fruitiul ■ and in 
the long run more creative—to combine 
both" [Ki't ollt'cliom nf an EconomMs, 'bid, 
p 21). A salutary message for an age which 
has all but sactinced leaching to the Moloch 
ol piiblisli-oi peiish research, coiisultatic'y, 
and academic politics lAly 1 hirlwall did not 
liiid more space ihaii the laiitalisingly brief 
leleieiice lo Kaldor as a teacher (pp 27-28) 
mcludiiig the tribute ol his pupil Aubrey 
(ones lo Kaldor as the most stimulating and 
helpful of all the tutors he had at I.SE. There 
IS no mcoid of the impressions of Kaldor’s 
pupils at C ambridge. 

What was Kaldor like as a person? His life 
was no doubt dominatc'd by his passion for 
economics and his involvement in politics 
and public (lolicy but he was a deeply 
devoted laiiiilv man, always generous to 
li lends, pupils and even more to aspiring 
young economists. We arc told he had no 
hobbies and noi was he an avid leader but 
he bad a deep knowledge ol L-iiropcan 
eiiltinc and mstituticins His forgetlulness in 
piivate life was legendary. 

Douglas Wass. who woikcd closely with 
Kaldoi at Ihe Hritish Ireasury, remaiks in 
Ins lorc'woid' “It will always be a mysicry . 
why Ills aeliievcnietits were not crowned with 
a Nobel l*tice!’ When The Ecvnomisi 
(i'ebiiiaty 25. IV?*)) described Kaldor as the 
"best Known eeonoinisi in the world not to 
have received the Nobel pri/er he merely 
"chuckled at that". As I hirlwall so aptly 
concludes, “let it be his epitaph" (p t.Tt) for 
Kaldor was a cciefoial I'alstaff who neser lost 
hiv impish sense ol humour. Perhaps he is 
chuckling light iic>w tioiii his august scat in 
Valhalla .u the luiesi economic consequence 
ol Maigaiel I haicliei —ilie proposed poll- 
las III lliii.iin' 

Aliogeihei, tins is a wciithy biographical 
monniiieni to ,tii esiraoidinaiy economist 
and a Iniinane cosnui|ioliian inielkvinal who 
enriched and synlhesised cl.llereiil traditions, 
central I'liiopeuii and Anglo Sasem, I Si 
and I. anihriclge, classical and Keynesian, ihe 
llieotetic.il .ind pi.iclical. kaldoi svill be 
leckiMiecI as anioiig the sen last of the ii uls 
gicai all loiindcrv in ,i subied IractiiieJ bs 
n.iionv spcvialisis Mas one hope that 
Iliiilwall will soon oigainse a ssmpc'siiim 
on K.ilcloi ihe economist, the advisor, and 
Ihe 'boil voanr as viewed by Incncls, 
assi'si.iies ,mcl pupils .ind edit a colUvied 
voliiiiie <il KaUloi's unpublished wiilings 
.iiul llu'se miniituble Icllcrs lo The lime'i on 
in.iiU'is .>1 uiomeni 
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The Problem of Primitive Accumulation 

Sutapa Bose 

While Marx identified different sources of primitive accumulation, he did not attempt to compare their relative 
importance. And, unfortunately, all the researches that have been carried out by his followers during the last 
hundred years have not advanced the matter much in this respect. Further harm has been done by Marxist scholars 
dividing themselves into two groups—one highlighting sources which may be termed internal and the other 
emphasising those which can be called external, but both sides relying more on speculation than on hard facts. 

The author’s examination of the different sources that possibly lontributed to the accumulation of capital in 
the period prior to the industrial revolution leads to the conclusion that the sources of funds cannot be quantified 
or even properly identified. 


I 

IT is a commonplace of history that there 
was a revolutionary leap in the agriculture 
and industry of eighteenth century western 
hurope which is associated with the idea of 
the industrial revolution. This drastic change 
in the sphere of pioduction both in agri¬ 
culture'and in industiy was marked by the 
development of large-scale industrie.s, 
modernisation ol agricultuic, and the in¬ 
corporation of new inscniions and innova¬ 
tions in the production sssicm. This extra¬ 
ordinary translormatioii was maikcd by a 
remarkable growth in the national income 
from less than [ler iciil pei annum before 
the ses'entcenih century to about 10 per cent 
in the eighiesmth centuiy.' I his period akso 
marked the beginning ol the process of 
reinvestment ol the returns to investment, 
that IS, the emergence ol the capitalist mode 
ol production. The establishment of large- 
scale industries and the adaptation ot 
various inventions and innovations obvious¬ 
ly required a large amount ol capital which 
could not have been generated by those same 
industries and therefore must have been 
accumulated in the fieriod prior to the begin¬ 
ning ot the capitalist mode ol production. 
This IS clearly expressed by Marx m the 
tollowmg lamiliar words: 

capitalist production pre supposes the 
pro existence of considerable musses ot 
capital and ot labour power in the hands ol 
producers of commodities.' 

Hut this capital could not have been the 
result of accumulation, for Marx defined 
accumulation as in the following: 

. .employing surplus-value as capital, 
reconverting it into capital is called accumii 
lation of capital.' 

1 he concept of pi'imitivc accumulation is 
spelled out by Marx as lollows: 

But the accumulation ol capital pre¬ 
supposes .surplus value, su''phis value pre¬ 
supposes capitalistic production, capitalistic 
production pre-siipposcs the pre-existence ol 
considerable nias.scs of capital and of labour 
power in the hands of producers ol com 
modiiies. The whole movement, therefore, 
seems to turn in a vicious circle out of which 


we can only gel by supposing a primitive 
accumulation (previous accumulation of 
Adam Smith) pieceding capitalist accumula¬ 
tion, an acciimulaiiun not the result of the 
capitalist mode of production but its star¬ 
ting point ... It appears as primitive; because 
it forms the pre-historic stage of capital and 
ot the mode of production corresponding 
with It.'* 

The problem of primitive accumulation 
is: what are the factors which made possible 
this accumulation of capital in the hands of 
a small mumber ot capitalists? 

Marx himself discussed several ways in 
which this primitive accumulation took 
place. 

He distinguished between the process ot 
accumulation as it took place within 
agriculture and the factors which con 
tributed towards the industiial accumula¬ 
tion. Regarding agriculture, he argued that 
it was nothing but a slow and gradual pto 
cess of expropriation of the serfs and the 
:.niall pca.sants by the bigger landlords. Marx 
devoies a detailed study of this matter m the 
chaptcis XXVI to XXXI of Ca/nitil 'I he 
following extracts fiom these chapters clearly 
reveal his thoughts: 

'the capitalisi system pre-supposes the 
complete separaiiiin of the lahoiiiers liom 
all property in the means bv which they 
realise their labour' 

I he expropriation ot the agi icultiiral pio 
ducer, of ihc peasant, fiom ihc soil is the 
basis ol the whole process.*’ 

The prelude ot the revolution that laid the 
foundation of the capitalist mode of pioduc¬ 
tion was played in the last third of the I.Sth, 
and the first decade of the Ibth century. .A 
mass of tree proletarians was hurled on the 
labour-market by the breakmg-iip ol the 
lands of feudal retainers.’ 

In Marx's opinion, therefore, capital ac¬ 
cumulation is accelerated by increasing the 
degree of exploitation of the labourer'; that 
IS, he-associated the prearess ol accumula¬ 
tion with that ol the di.sposscssion ot the 
peasants, this he expresses in the tollowmg 
words. 

The so-called primitive acciiiuulution. 
Ihercfore, is nothing but Ihc historical pio 
cess ot divorcing the prodiicci liom ihe 


means of production." 

And this, in his vic'w 

is a slow process evolving ihrough 
many c'cnturies, tor diftcreiil categories of 
farmers were emancipated under different 
economic conditions.'* 

But, regarding industry, Maix was 
categorical that the process was entiiely dif¬ 
ferent, and in the chapter ‘Genesis ot the In¬ 
dustrial Capitalist' he analysed Ihe diflerent 
sources which contributed to it. Tbus: 

The genesis ol the industiial ca|titalisi did 
not proceed in such ,i gradu.il w.iy as that 
of the tanner Ihe snail's pave of ihis 
inelliod SOI responded in no wise with the 
coiiiincicial icqiniements ot the new world 
inaikei tliat the great discos cues ot the end 
ol Ihe I5lh cenluiy ciealed."’ 

Maix idcniiticd the lollowing diffetent 
souices which coiiiiibuted to Ihc primitive 
acciimiilation: 

rile discoveiy of gold and silver in 
America, the enslavement and entombment 
in mines ol the ahoiigiiial population, the 
beginning ot Ihe coiuiiiest ,tnd looting of the 
l'.asi Indies, the turning of Africa into a 
warren tor the commercial hunting ot black- 
skin, signalised the losy dawn of the era of 
vapiiahsl production. These idyllic pro¬ 
ceedings arc the etuel inoinenia ol primitive 
.iciiiniulaiion." 

He emphasised trade with non-European 
coLintiics as one coiilribuling to Ihis amass¬ 
ment ol capital in the following words: 

Tile I'.nglish E'lst India Company, as is well 
known, obtaiiKxl besides the political rule in 
India, the exclusive monopoly ot the tea 
trade, as well as the Chinese trade in general, 
and ol the tiaiisport of goods to and from 
huiopc. But the coasting trade of India and 
between the islands, as well as the internal 
trade of India were the monopoly ol the 
higher employees ot the company. 

T he role of pluiidct going hand-in-hand 
with trade was highlighted by him as follows: 

The colonial system ripened, like ;* hot¬ 
house, trade and iiavigation... I he colonies 
secured a inaiket lor the budding luamitac- 
tures, and ihtough the monopoly of the 
market, an increased accuinuljtion The 
treasures captured outside Europe by un¬ 
disguised looluig, -'iislavemenl and muidei, 
floated back to the molher-cotiniry and were 
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there turned into capital.'^ 

As to slave trade, Marx gave the instance 
of Liverpool, saying that- 

Livcrpool waxed fat on the slave trade. 
This was its method of primitive accumu¬ 
lation. 

Bc.sides these. Marx mentions various 
other sources of funds One is public debt 
about which he says; 

The public debt bcicirncs one of the mo.si 
powerful levers of pnniiiiM' accumulation. 

the n.'iiioiial debt has gis'cn rise to loiiit- 
stock cunipiiriics, to dcalinfis in negotiable 
effects ot all kinds, and agiotage, m a word 
to slock esih.inec g.iiiibling and the moderti 
bankmracs 

Ihe iiiiportaiicc ol the credit system for 
primitive aLciiinulutioM is emphasised in the 
toliowing ssoids. 

Witli the n.'ilioiial debt arose an iiilcr- 
n:ilion:il i icdit system, which often conceals 
one ot the sources ot priinitise accumulation 
III this Ol ili.it people ' 

Aiiotlici notable source ol funds 
distinguished by him is that ot .lending 
out ol cnoinions amounis of capital.. 

10 loieign counliics. l uither, the provision 
ot national loans was reinforced by that of 
heavy laxatioii, vs Inch aided in thcconcen- 
tiation of capital. 

.Although Mur.s identified all these dif¬ 
ferent souices ot priinilive accumulation, he 
did not at tern pi to compare then relative 
impoiiancc. It is highly deplorable that in 
nil the lescatches that have been carried out 
by his followers during the last one hundred 
years, one has not advanced the niaticr much 
in this respect. A hirther haim has been 
done by Marxist scholars dividing them¬ 
selves into two groups—one hightighliiig 
causes which may be termed internal and l he 
other emphasising eau.scs which can he 
called i'Mernul, but both sides relying more 
on speculation than on hard facts. 

As an example of the first approach, we 
iiiiiy consider the tollowing: 

accumulation ol capital wiiliin the 
pcily minlc ol priKluclion itscii is essential 
for Ihc start ol a pioccss ol class diftcrcn- 
lialion within the cvoiioniy ol small 
piodiiccrs. 

As a ni.ittci ol tact, the wriici ol the above 
lines, Oobb, tends to subsume the process 
ol capital acciinuilalion in tiuil ol class 
diltciciiluition III such winds as lollows; 

dispossession ol ollicts is ilic essence 
ol ilic.icciiimilaliiig proccs.. and not merely 
the aciiuisilioii ot ivuitlciilat categories ot 
wcalili bv (lie capitalists •” 

Deane mas be quoted as tollovss: 

Ihc agiiciiltural indiisliy provided a 
siibslaiiiial part ol the capital required lor 
siicccssliil induslnalisaiion 
Altciiiuiivclv. views supporting external 
lactois such as iiade, plunder, etc, a.s sources 
ot piimilive accumulation have tor their 
central tlicme the follciwmg: 

III the sisteenlh ceniiiiy merchant 
capital also achieved a lelanve predominaiice, 
and voniribiited significantlv through 
oveiseas trade land ot course pillage) to 
metropolitan capital accumulation by the 


world.^ 

As is well known, this theme defines the 
Dependency School consisting of Gunder 
Frank, Samir Amin, Wallerstein, and others 
who argue the importance of Unequal 
Exchange with and exploitation of the 
periphery by the ‘Core’. 

As is also well known, Sweezy rejected the 
primacy of accumulation through voluntary 
savings, by referring to Marx's oh.servations 
quoted by us before in the following words; 

These are the opening remarks of a 
chapter entitled ‘Cicnesis of the industrial 
Capitalist’, most of the chapter is devoted lo 
describing the methods of trade and plunder 
by whch large amounts of capital were 
brought togethet much more rapidly than 
this ‘snails pace’. And while Marx says very 
little about the actual methods by which 
tbe.se accumulations found Ihcii way into in¬ 
dustry, It IS hardly credible that he would 
have assigned an important role in the pro¬ 
cess to the producer risen from the ranks.-’ 
A carclul analysis, however, shows that 
this opposition of internal and external 
sources is lallaeious, as they are nut ex¬ 
clusive. Those equating accumulation lo 
class differentiation base thcii aigumenis 
primarily on Marx’s sketch of the develop¬ 
ment process of an agrarian capitalism, 
while those who emphasise the external 
souiecs base themselves on Marx’s la-aimcm 
of accumulation lot indu.strial capitalism. 
The two approaches ate, thcrelore, tom- 
plemcntary rathci than contradictory, hoi 
instance, Hamilton's argument''' of the 
inflow ol gold and silver giving rise to in- 
llaiion, which in turn lead to primitive ac- 
cumulation, obviously involves both internal 
and esteinal factors, fhe same is true of 
Wallerstein-' and others^'' who attach 
importance to this inflaiiuiiary effect. 

It thus appears that the two approaches 
being complementary Ihc external factors 
did nut play any significant rule in the 
accumulation of capital. The laet cannot be 
denied that the investment that was neces¬ 
sary foi Ihe growth in the I7th and IXlh 
centuries could not have possibly been 
amassed bv domesiic savings alone.’’ But 
there is no convincing estimate of the 
amount ol investment that went into the 
indusltialisatuin ol I7rhand IKtli centuries 
western I'urope. 

There is no diftercnce among various 
scholars that the phenomena ol capital 
accumulation obviously took place in the 
period preceding the capitalist mode ot pio- 
diiclioii. Howescr none of them piiwide any 
quanitiaiise basts lot (heir assertions. 'I hat 
speculation is the only basis of these asser¬ 
tions is admitted by Deane in the following 
words; 

It IS not possible to analyse precisely the 
souiccs of hinds which financed the first i- 
ndusirial revolution **' 

Apart from the rise in the national income 
and qualitative information about the 
giowih of many industries, we also have 
some .scattered Information about actual 
investments made in diffcrcni sectors like 


trade; canals, railways, mines, manufacturing 
industries, etc. Fdr ecample: 

.. .at Dartfoid a paper mill was set up, one 
of the two water-wheels of which cost 
between £ 1,000 and £ 2,000; and by 1630 
there were ten or more paper mills in various 
parts of England... we even find a London 
brewery with a capital of £ 10,000.^ 

In lead and silver in South Wales we hear 
of Sir Hugh Middleton ... leasing mines in 
Cardiganshire at an annual renul of £ 400, 
mines which in 1609 were said to be clearing 
a profit of £ 2,000 a month.’" 

Another example is that of the establish¬ 
ment of the wire mill and copper mill; 
The wire works at Tintcrn, .. .involved a 
capital of £ 7,000. In 1649 two capitalists 
spent £ 6.000 on a wire mill at Esher... By 
the end of the seventeenth century a company 
called the English Copper Company had a 
capital ot nearly £ 40,000 divided into 700 
shares. ’* 

There is a lot ot evidence about invest¬ 
ments in canal.s. about which Deane has the 
following to say: 

for the mo.st part it was raksed locally in 
the region the canal was lo serve.’- 
IX-anc and Cole also give some estimates 
of the costs incurred, e g: 

According to a parliamentary return 
published m 1976.-a total of over £ 9','2 m 
was .spent by government on Ihe harbours of 
the United Kingdom in the first three 
t|uarlers of ihd century." 

Also 

between circa 17X5 and circa 1835 
about £ 20m was spem on the construction 
and iniprovenicni ol nmish inland naviga¬ 
tion, of which perhaps i 2'-: 3 m before 
1790, between 1 5 and £ 6 m in the 1790s 
under the influence of the canal mama, and 
the remaining £ II m ot so in the peiiuJ 
1801 38 

Though government is mentioned as one 
of ihe investors in thc.se works, there is not 
much idea as to Ihe other sources, Dobb 
wrote forty years back: 

I am not aware that much work has been 
done on the souices from which such con¬ 
structional pmieets as the canals and railways 
in England wcic fiminccd." 

And we ate not aware that much wo'rk has 
been done on this since tlicn 

Yet anothei indneel evidence ot domestic 
savings IS provided by tacts and figures 
relating to investments made in foreign 
countries. Such invesimenis were obviously 
financed by some savings or other, the 
details of which are not known, excepting 
that much ol it was channelled through 
goscinmenis. A.s Dobb says: 

It must not he forgotten that foreign 
investment played a far from negligible role 
m the middle of the iimeteemh century, 
horeign investment at this time chiefly took 
Ihe form of lending to governments and to 
direct investment 

There are, thus, enough qualitative and 
quantitative indications as to the sudden 
increase in the volume of investment. The 
problem is, how were they financed? lb what 
extern were resources supplied by domestic 
sources and to what extent by foreign sources 
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nd what were the different component parts 
■I these two sources? 

In the next section of the paper we shall 
evote ourselves to review the fragmentary 
nd scanty information pertaining to the dif- 
cient sources which made possible this con- 
entration of capital. We shall be drawing 
cavily upon the standard works of Dobb, 
icane, Gunder Frank, etc, who have been 
iirectly concerned with the problem. We 
:ave of course worked through many other 
uthors and surely the Cambridge Economic 
-iistory of Europe. Our conclusions are 
lased on much more extensive reading than 
I hat the few illu.strativc quotations might 
iiggest. 

II 

To begin with, let us consider savings by 
andlords as a source. As to thi.s we really 
ijve nothing more than speculations which 
night at most amount to being plausible 
ivpothese.s. Thus, Dobb refers to: 

.. .a growing productivity of labour, and 
hence, a growing lund of surplus value 
from which fresh capital accumulation could 
be derived and towards a growing concenira- 
iion ot production and ol capital 
ownership.'' 

Speculation is explicit in the following 
latement b> laibman: 

'I he feudal lords therciorc, not only can, 
hut must, turn feudal surpluses lo Ihc task 
of primitive uccumiilalion, if the logic of 
commodity production is to unfold 
Speaking of the several blast lurnaces that 
vere constructed to replace the small-scale 
doomcries or forges, and which obviously 
nvolved an outlay of several thousand 
rounds, Dobb says- 

Many c'' these furnaces in the west County 
seem to have been financed by local land¬ 
owners and gentry,’’' 

But Dobb himself ptsints out the limits to 
iccumulation by lords: 

Mars .pointed out that in feudal society 
tradition and custom play a very powerful 
lole and fix (he sharing of the produce 
between sort and loids over long periods of 
lime, the icsult niav therefore be that the 
lord IS precluded, from claiming the fruits 
of any abnormal productivity of a serfs own 
labour-itmc devoted to his own holding.’"' 
Windfall profits accruing to landlords but 
lot leading to primitive accumulation arc 
eferred to by Deane as follows: 

If (here was a windfall from rising prices it 
went to the faimer ot the meichani rather 
than to the industrialists, and except perhaps 
in so far as il freed capital tor ihc landed 
imea-si to lend to canal companies, for 
example, this windfall can hardly be said to 
have contributed to the increase in capital 
accumulation.'" 

Despite these limitations some savings and 
iivestments by lords have to be inferred 
because of such considerations as: 

In the iron trade 'even in the early tunes’ 
the apparatus of iron-works represented a 
volume of capital tew save landowners could 
command.^* 

We need not multiply illustrations. We 


have failed to find any more substantive 
evidences about savings by lords in the 
literature. 

Our next item of investigation is savings 
by peasants and artisans. We have first of 
all to note the important distinction made 
by Marx between the two ways in which 
accumulation took place which is .so com¬ 
monly cited by everybody and which Dobb 
treated as the main plank for his study: 

. .the really revolutionary way a sec¬ 
tion of the producers themselves accumula 
(cd capital and look to trade and in course 
of time began lo oiyanisc production on a 
capitalist basis free from Ihc handicratl 
re.stricfions of ihc gilds. According lo ihc 
second, a section of the existing merchant 
class began to 'take possession directly of 
production’.^ ’ 

lalking of the first way, Dobb writes 
. the personnel which captained the new 
factory industry and look the initiative in its 
expansion was laigcis ol humble origin, com¬ 
ing from the ranks ot tormcr masici crafts 
men or yexyman taimers with a small capital 
which they increased by going into partner¬ 
ship with more subsiantiul merchants 
About thi.s first wav, Gunder Frank 
elaborates --is follows- 

.the sell-sufficient small farmer, who 
invests little capital lust creates through tii.s 
pioneering setilemeni of the land which he 
’improves’ and then contributes lo the 
uccumulaiion and conccmration ot capital 
when he is displaced hy the large capiiulisi 
planter who is thereby impaired Ins iniiial 
inv'cstincni.'” 

However, neilhei Marx nor Dobb nor 
anybody else has rcalls given any convincing 
accouiil of the process of the small pniducci 
accumulating and becoming big. Dobb 
himself argues iliai the iiicapacits ol the 
small producer made possible accumulation 
by traders which constitutes the second way. 
Thus; 

It wa<. (he sepaialKin ol the raw material 
tioni thecraflsmaii and the crafl.sniaii itoin 
the consumer ai this period and the fad lhai 
Ihc lesources in ihc hands ol the pioducci 
were so meagre and iheir meagreness so 
straight ly bounded his hori/on in space and 
lime which formed the source of commercial 
profit.-’* 

It thus appears that the small farmers or 
village workers who could possibly save 
anything, saved only a very small amount, 
which could hardly have formed a signifi¬ 
cant part of the primitive accumulation. We 
find support for this in Deane’s words; 
ll is evident, hsmeser. that working-class 
personal savings of this kind were nol large 
enough lo make a sub.siantial contribution 
10 the capital available for industrial and 
commercial purposes.^' 

So, the problem remains: how docs the 
situation come about when 'he following 
process, typical of accumulation, once 
capitalism is established can take place; 
Once the new enterprise was-eattiing a 
steady piofii it was usual to finance its con¬ 
tinuance and iis expansion by ploughing 
back the profits or by calling again the 
Iriends of its owners .. Later innovations 


in one branch of an industry would be 
Itnaticed by profits earned in another branch 
of the same industry 

We may now turn to Marx’s second way 
and lake a look at savings by domestic 
traders. More or less all scholars are agreed 
that profit from trade was one source of 
piimitivc accumulation though none of 
them cun provide any idea about overall 
magnitudes. 

In Dobb’s words: 

10 some extent capital accumulation 
proceeded all ihc time by a direct ploughing 
back ol current piofiis into financing of an 
expanded trade turnover and the financing 
of domesiK. indiistis 

He observes elsewhere, “ . the capital to 
finance the new technique largely came from 
merchant houses and tiom mercantile 
centres like Liverpool . 

I he merchant capital accumulation of 
course involved exploiiaimn through tradc; 

11 is evident ihui this iwo fold character 
ot commerce al this period constituted the 
csscmiul basis ot caily bmghcr wealth and 
ol the accumulaiioii ot meichant capital. The 
loimei belongs lo whal Mars termed ’pnnti- 
iisi- accumulation' The latter may be 
termed a son ol ‘exploiiaiiisn through trade’, 
by dint ol which a surplus accrued to 
merchant capital ai the expense both of 
urban cuiltsmoii and ot (he peasant producer 
of I he countryside. <itid even at the expcn.se 
ot ilie more powctful arislocialic consumer, 
Irom whom a pan of the feudal revenue or 
feudal accumulalioii passed into bourgeois 
hands " 

Hilton in his turn has the tollowing to say: 

.Moneyed wealth which was not based on 
the pos.scssiori of landed properly came from 
Irade which was m (he hands ot monopoly 
companies ol tneichanis like ihc Merchant 
Adscniurrs and iIm' Menrhanis ot the staple.’^ 

One really does not get much more solid 
intorniation about the role ol domestic trade 
than these excerpts indicate. 

let us now turn out attention to foreign 
tiadc. There is a considerable ma.ss ol infor¬ 
mation. relating to the volume of trade, com¬ 
modities traded, countries involved, etc. But 
although we get some scattered information 
about profits accruing to certain areas which 
were involved in this overseas trade, we do 
not find much specific information as to the 
proportion ot this profit or the absolute 
amount which contributed to make possible 
the industrial revolution. 

Dobb gives the general view that: 

Some of the fortunes made by foreign 
adventurers no doubt eventually found their 
way into industrial enterprise, while... the 
expansion of overseas' markets especially 
colonial markets, in the seventeenth century 
' .acted as a level to the profitability of 
manufacture al home.” 

Manx scholars agree that a number of 
large-scale indu.stries particularly heavy 
ones, and cotton manufacture ivere financed 
by the profits from the triangular trade In 
the words of Williams; 

Heavy industry played an important role 
in the progress of the Industrial Revolution 
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there turned into capital.*’ 

As to slave trade, Marx gave the instance 
of Liverpool, saying that; 

Liverpool waxed fat on the slave trade. 
This was its method of primitive accumu¬ 
lation.'^ 

Besides these, Marx mentions various 
other sources of funds One is public debt 
about which lie says; 

The public debt becomes one of the most 
powerliil levers of priiiiilive accumulation.'’ 

. .the nuiioiial debt bus given rise to ioim- 
stock coiiipdiiies, to dealings in negotiable 
effreis ot dll kinds, and agiotage, in a word 
to slock exchange guinhlmg and the modern 
bankoiracs 

The iniportuiiie ol the credit system foi 
primitix'e dciiiiiiulaiioii is emphasised in the 
tollow'in)' vsoids- 

Will! the national debt arose an inler- 
nalioiial > ledii system, which often conceals 
oiieol the sources ol ptiitiilive accumulation 
in this or that people ' 

Aiiotliei notable source of funds 
distinguished by him is that of “... lending 
oui of enoimoils amounts ol capital . 
to loa'ign couiiliies. ■■urlhcr, the provision 
of national loans was reinforced by that of 
heavy taxation, which aided in Ihcconcen- 
iration ot capital. 

Although Mar.x identified all these dif- 
lereiil sources ol primitive accumulation, he 
(ltd not attempt to compare their relative 
impoitance. It is highly deplorable that in 
all the researches that have been carried out 
by his followers during the last one hundred 
years, one has not advanced the matter much 
in this re.spcct. A tiinlicr harm has been 
done by Marxist scholars dividing ilicm- 
sclsx's into two groups—one highlighting 
causes which may be termed internal and tlie 
other emphasising causes which can be 
called external, but both sides a'lying mote 
on speculation than on hard facts. 

As an example of the first approach, we 
may consider the following; 

acciiniiilalion ol capital within the 
|H‘lly mode ol production itself is esscnti.'il 
loi the slarl of a process ol class ditleten- 
lialioii within the economy of small 
pioJiicer.s ''' 

•\s a mallei of tact, the writei ol the above 
lines, Dobb. tends to subsume the process 
ot capital .iccumulaiion ui that ot class 
dilteienliaiuni iii such words as tollows; 

dispossession ol others is the esseiiec 
ol Iheaccunuilaling piivcs.. and not meiely 
the JcquiMtioii of pailiciilui v.ilegoiies ot 
wealth bs the capil.iliMs 
Deane max he quoted as follows; 

The .igiicullural industry piovided a 
substantial part of the capital requited loi 
siieeessitil iiuluslrialisalion 
•Mtcriiatixeix, xiexxs supporting external 
lactors .sucfi as trade, |>liindei, etc, as sources 
of pnmitise accumulation have for their 
ccntiul theme the fvillowing. 

Ill the sixieeiith cenluiy merchant 
capital .ilso achieved a lelalive predominance, 
and conliihiited significanllv through 
overseas trade (and ot course pillage) to 
meiiopoliiun capital acsumuluiion bv the 


world.’’ 

As is well known, this theme defines the 
Dependency School consisting of Gunder 
Frank, Samir Amin, Wallerstein, and others 
who argue the importance of Unequal 
Exchange with and exploitation of the 
periphery by the ‘Core’. 

As is also svell know n, Sweezy rejected the 
primacy of accumulation through voluntary 
.savings, by relerringio Marx’s observations 
quoted by us before in the following words; 

These are the opening remarks of a 
chapter entitled ‘Genesis ol the Industrial 
Capitalist', most of the chapter is devotgd to 
describing the methods of trade and plunder 
by whch large amounts of capital were 
brought together much more rapidly than 
this ‘snails pace’. And while Marx says veiy 
little about the actual meltiods by which 
these accumulaiioiis found their way into in¬ 
dustry, It is haidly credible that he would 
have assigned an important role in the pro¬ 
cess to the producer risen from the ranks,*' 
A careful analysis, however, sliows that 
this opposition of internal and external 
sources is fallacious, as they ate not ex¬ 
clusive. Those equating accumulation to 
class differentiation base their arguments 
primarily on Maix's sketch of the develop¬ 
ment process of an agrarian capitalism, 
while those who emphasise the external 
sources base themselves on Marx's tieatmctu 
of accumulation for industrial capitalism. 
The two approaches are, Ihereloic. com¬ 
plementary rather than contradictory, l-or 
instance. Hamilton’s argument-'' of the 
inflow of gold and silver gi\ iiig rise to in¬ 
flation, which in turn lead to primitive ac¬ 
cumulation. obviously involves both internal 
and exleinal factors. The same is tiue of 
Wallerstein’' and others’'' who attach 
importance to this inflationary effect. 

It thus appears that the two appioaches 
being complementary the external factors 
did not play any significant role in the 
accumulation of capital. The fact cannot be 
denied that the investment that was neees- 
sary for the grow'ih in the 17th and 18th 
eentiiries could not have possibly been 
amassed by domestic savings alone.*" But 
iliere is no convincing estimate ot the 
amount of investment that xseut into the 
industrialisation ol I7thand 18ih c-eniurics 
western Europe. 

There is no difference among various 
scholars that the plienomena ol capital 
accumulation obviously took place in the 
period preceding the capitalist mode of pro¬ 
duction Howevci none of them prxividc any 
quantitative basis for theii assertions, lhat 
speculation is the only basi.s ol these as.scr- 
lions is admitted by Deane in the following 
words; 

It IS not possible to analyse precisely the 
sources ot tunds which financed the first i- 
ndiistrial revolution.’* 

Apart from the rise in the national income 
and qualitative information about the 
growth of many industries, we also have 
some scattered information about actual 
investments made in different sectors like 


trade; canals, railways, mines, manufacturing 
industries, etc. For example: 

.. .at l>artford a |»per mill was set up, one 
of the two water-wheels of which cost 
between £ l,(X)0 and £ 2,000; and by 1630 
there were ten or more paper mills in various 
parts of England ... we even find a London 
brewery with a capital of £ 10,000.’* 

In lead and silver in South WUes we hear 
ot Sir Hugh Middletoii .. .leasing mines in 
Cardiganshire at an annual rental of £ 400, 
mines which in 1609 were said to be clearing 
a profit of £ 2,000 a month.’® 

Another example is that of the establish¬ 
ment of the wire mill and copper mill: 
The wire works at Tintern. .. .involved a 
capital of £ 7,000 . In 1649 two capitalists 
spent £ 6.000 on a wire mill at Esher... By 
the end of the seventeenth century a company 
called the English Copper Company had a 
capital ot nearly £ 40,000 divided into 700 
shares." 

There is a lot of evidence about invetit- 
menis in canals, about which Deane has the 
following to say: 

For the most pan it was raised locally in 
the region the canal was to .serve.” 

Deane and Cole also give some estimates 
of the costs incurred, c g; 

According to a parliamentary return 
published in I9'’6, a total ot over £ 9)2 m 
was spent by goveninicnt on the liarbours of 
<lie United Kingdom in the first three- 
quarters of the century." 

Also 

. between circa •75.*' and ciica 1835 
about £ 2flm was speiii on the construction 
and improvement ol British inland naviga¬ 
tion, of which perhaps £ 2''2-3 m before 
1790. between £ 5 and £ 6 m in ihc 1790s 
under the infliienee of the canal mania, and 
tile remaining 1 II m or so in the period 
1801-38." 

Though government is mentioned as one 
ot the investors in these works, there is not 
much idea as to the other sources, Dobb 
wrote forty years back: 

I am not aware that much work has been 
done on the sources ftoiii which such con- 
sinictioiial projects as the canals and railways 
III England wcie tinanced " 

And we arc not dwuie that much wo'rk has 
been done on this since then. 

Yet unoiher indirect exidence of domestic 
savings IS provided by facts and figures 
relating to investments made in foreign 
countries. Such invcsimciiis were obviously 
financed by some savings or other, the 
details ol which arc not known, excepting 
that much of it was channelled through 
governments. As Dobb says: 

.. It must not be forgotten that foreign 
investment played a far from negligible role 
ill the middle of the nineteenth century, 
foreign investment at this time chiefly took 
the form of lending to governments and to 
direct investment .. 

There are. thus, enough qualitative and 
quantitative indications as to the sudden 
increase in the volume of investment. The 
problem is, bow were they financed? To what 
extent were resources supplied by domestic 
sources and to what extent by foreign sources 
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and what were the different component pans 
^.f these two sources? 

In the next section of the paper we shall 
jcvote ourselves to review the fragmentary 
.ind scanty information pertaining to the dif^ 
lercnt sources which made possible this con- 
-cntration of capital. We shall be drawing 
neavily upon the standard works of Dobb, 
Deane, Gunder Frank, etc, who have been 
jirectly concerned with the problem. We 
•lavc of course worked through many other 
.luthors and surely the Cambridge Economic 
ilistory of Europe, Our conclusions are 
teased on much more extensive reading than 
what the few illustrative quotations might 
>,uggest. 

II 

To begin with, let us consider savings by 
landlords as a source. As to this we really 
nave nothing more than speculations which 
jiight at most amount to being plausible 
hypotheses. Thu.s, Dobb refers to: 

. a growing productivity of labour, and 
hence . a growing fund of surplus value 
Irom which fresh capital accumulation could 
be derived and towards a growing concentra¬ 
tion of production and of capital 
ownership.'" 

Speculation is explicit in the following 
^latcnlent by Laibman; 

The feudal lords theret'oic, not only can, 
but must, turn feudal surpluses to the task 
of primitive accumulation, if the logic of 
commodity production is to untold.'" 
Speaking of the several blast furnaces that 
were constructed to replace the .small-scale 
hlooiricrics or forges, and which obviously 
involved an outlay of several thousand 
pounds, Dobb says: 

Many c • these lurnaccs in the west County 
seem to have been financed by local land 
owners and gen try.’"' 

But Dobb himself points out the limiis to 
accumulation by lords: 

Marx . pointed out that in feudal society 
tradition and custom play a very powerful 
role and fix the sharing of (he produce 
between serf and lords over long periods of 
lime. I'he result may therefore be that the 
lord IS precluded, from claiming (he fruits 
of any abnormal productivity of a serfs own 
labour-time devoted to his own holding.'*" 
Windfall profits accruing to landlords but 
not leading to primitive accumulation are 
referred to by Deane as follows: 

If there was a windfall from rising prices it 
went to the farmer or the meichani rather 
than to the industrialists, and except perhaps 
in so far as it freed capital for the landed 
interest to lend to canal companies, tor 
example, this windfall can hardly be said to 
have contributed to the increase in capital 
accumulation.'" 

Despite these limitations some savings and 
investments by lords have to he inferred 
because of such considerations as; 

In the iron trade 'even iii the early times’ 
the apparatus of iron-works represented a 
volume of capital few save landowners could 
command.^’ 

We need not multiply illustrations. We 


rtftAM«S«k 


have failed to find any more substantive 
evidences about savings by lords in the 
literature. 

Our next item of investigation is savings 
by peasants and artisans. We have first of 
all to note the important distinction made 
by Marx between the two ways in which 
accumulation took place which is so com¬ 
monly cited by everybody and which Dobb 
treated as the main plank for his study; 

.. the really revolutionary way a sec¬ 
tion of the producers themselves acciimula- 
icd capital and took to tiadc and in course 
of time began to org,iiiise production on a 
capitalist basis ticc Ironi the haiidicrati 
restrictions ol the gilds. According lo the 
second, a section ol ihe existing inerchaiil 
class began to 'take possession directly ol 
production’.*' 

Talking ol the first way, Dobb writes 
.. .the personnel vvhich captained the new 
factory industry and look the initiative in ns 
expansion was targets ot humble origin, com¬ 
ing trom the ranks ot former mastei crafts¬ 
men or veomaii fanners with a small capital 
which they increased by going into partner 
ship with more subsiantial merchants'** 
About this first wav, Gunder F-raiik 
elaborates as follows. 

the sell-sufficient small farmer, who 
invests little capital first creates through his 
pioneering scttlcmcnl ot ihe land which he 
■improves’ and ilicii contributes lo the 
accumulation and concciilralion of capital 
u hen he is displaced by the large capitalist 
planter who is therehv impaired his initial 
investment.'*' 

However, neithci Marx noi Dobb nor 
anybody else has really given any coinincing 
account of the prtKcss of the small producer 
accumulating and becoming big. Dobb 
himself argues that the incapacity of the 
small producer made possible accumulation 
b’,- traders which coiisiiiiitcs the second way. 
r'hus: 

It was the scparaiion ol the raw material 
trom the craftsman and the craftsman from 
(he consumer at this period and the tact that 
the resources in the hands ot the producer 
were so meagre and their mcagreness so 
straightly bounded Ills hori/on in space and 
time which formed the source ol comnicicial 
profit.'**' 

It thus appears (hat Ihe small farmers or 
village workers who could possibly save 
anything, saved only a very small amount, 
which could hardly have formed a signili 
cant part of the primitive accumulation. 
find support for this in Deane’s words: 

It is evident, however, that working-class 
personal savings of ihis kind were not large 
enough 10 make a substantial contribution 
to the capital available for industrial and 
commercial purposes.'*’ 

So, Ihe problem remains: how does the 
.situation come about when '.he following 
process, typical of accumulation, otiic 
capitalism is established can take place: 
Once the new enterprise was-earning a 
steady profit it was usual to finance its con¬ 
tinuance and its expansion by ploughing 
back the profits or by calling again the 
friends of its owners .. .Later innovations 


in one branch of an industry would be 
financed by profits earned in another branch 
of the same industry.'** 

We may now turn to Marx's second way 
and take a look at savings by domestic 
traders. Mure or less all scholars are agreed 
that profit from trade was one source of 
primitive accumulation though none of 
them can provide any idea about overall 
magniiudes. 

Ill Dobb’s words: 

lu some extent capital accumulation 
proceeded all the lime by a direct ploughing 
back ul current profits into financing of an 
expanded trade turnover and the financing 
of domestic indiisirv ■*'' 

He observes elsewhere, “ the capital to 
finance the new technique largely came from 
merchant houties and from mercantile 
centres like Liverpool, 

The merchant capital accumulation of 
course involved exploitation through trade: 
li IS evident iliai this two fold character 
ot commerce at this period constituted the 
csseiitiul basis ot early burghet wealth and 
ot ihe aa'umulation of merchant capital. The 
formei belongs to what Marx termed 'primi- 
(i\r accumulation' I he latter may be 
lerined a sort ot ‘exploitation through trade', 
hv dint of which a surplus accrued to 
merchant capital at the espense both of 
urban craftsmen and of the peasant producer 
ot the countryside, and even at Ihe expense 
ot the more powerful arisKKratic consumer, 
from whom a pail of the feudal revenue or 
teud.ll accumulation passed into bourgeois 
hands'' 

Hilton m his turn has the following to say; 

Moneyed wealth which was noi based on 
the |H)sses.sinii of landed properly came from 
trade which was in the hands of monopoly 
companies of merchants like the Merchant 
Adsenlures and the Meicliants ol the staple'^ 

One really docs not get much more solid 
itilormation about the role of domestic trade 
than these excerpts indicate. 

Let us now turn our attention to torcign 
trade. There is a considerable mass ot infor¬ 
mation, relating to the volume of trade, com¬ 
modities traded, countries involved, etc But. 
although we get some scattered information 
about profits accruing to certain areas which 
were involved in this overseas trade, we do 
not find much specific information as to the 
proportion of this profit or the absolute 
amount which contributed lo make possible 
the industrial revolution. 

Dobb gives the general view that: 

Some of the fortunes made by foreign 
adventurers no doubt eventually found their 
way into industrial enterprise, while... the 
expansion of overseas markets especially 
colonial markct.s, in the seventeenth century 
.acted as a lever to Ihe profitability of 
manufacture at home." 

Many scholars agree that a number of 
large-scale industries particularly heavy 
ones, and cotton manufacture were financed 
by the profits from the triangular trade. In 
the words of Williams; 

Heavy industry played an important role 
in the progress of the Industrial Revolution 



' and the development of the triangular trad^ 
Some of the capital which financed the 
growth of the metallurgical industries was 
supplied directly by the triangular trade. 
Similarly, the financing of several inven¬ 
tions was also made possible by the profits 
from triangulai trade. Deane and Cole at¬ 
tribute the succcs,s of the British industries 
to the growth of international trade in the 
following words; 

Throughout the past two and a half cen¬ 
turies international trade has been a strategic 
factor in Btiiish cconomicgrowth. Overseas 
markets gave an outlet to industries which 
would have operated fat less efficiently 
within the confine.s of domestic demand; im¬ 
ported raw materials provided bases for in¬ 
novation and specialisation; foreign invest¬ 
ment offered profitable employment to 
capital which found home prospects un- 
artractive. It is not too much to say that the 
foreign trade sector was setting the puce for 
the British economic growth .." 

But the above is an account ol indirect 
effects of trade which helped domestic 
economic developnieirt. The direct contribu¬ 
tion to investment by the profit made b> 
trade is stated as follows; 

... The profits caiiied by the merchants 
carrying nude between the Ameiicus, the far 
Last and Lumpe \sca‘ a source of finance lor 
investors in British agriculture and industry. 
The existence of exploitable international 
markets at the end of the eighteenth and the 
beginning of the nineteenth centuries was 
piobably ciucial in initiating the piocess of 
industrialisation and the growth in real 
incomes which was associated with il.'^ 
The mechanism by which profits from 
trade made way into different parts of the 
economy is dc.seribed by Deane in the 
following words; 

A century of successful overseas trading 
had created a mass of cnmnlaied profits, 
iheic was a very elaborate system of credit 
through trade. So the country hankers and 
the city meiehanis were able to use the idle 
resources of the rural genliy or the returned 
Indian nabobs to finance Irnds' and through 
this to piovide some of the working capital 
of the industrialists.'' 

Frank, being of the Dependency School, 
is naturally emphatic about the contribution 
of colonial trade towards the accumulation 
of industrial capital in west Europe. Thu.s; 

The international trade and the high 
profits derived from it made an important 
contribution to the process of capital 
accumulation in north western Europe, 
particularly England, and north-eastern 
America; and the rapid growth of manufac¬ 
turing exports signiricanily facilitated and 
furthered the development of industry and 
the Industrial Revolution.'" 

Further, 

The original producers in the colonial 
areas therefore made a not unimportant con- 
liibuiion to British capital accumulation 
through iheii supply of re-esporicd goods, 
quite apart Irom their contribution through 
multilateral settlements to the process of 


capital accunjulation as a whole.’* 

Besides these general views we also End 
some scattered statistical data relating to 
profits derived from international trade. 
Such information is too fragmentary to give 
any idea of the possible amounts that might 
have gone into the making of the industrial 
revolution. The task of synthesising them to 
yield reliable estimates has not yet been 
undertaken. 

For example; 

In 1798 Pitt assessed the annual income 
from West Indian plantations at four million 
pounds as compared with one million from 
the rest of the world.*®- 

Anothcr account offered by the same author 
goes as follows; 

According to Devenant, Britain's total 
trade at the end of the seventeenth century 
brought in a profit of £ 20,00.000. The plan¬ 
tation trade accounted for £ 6.00.000; re¬ 
export of plantation goods £ 1.20.IXX). Euro¬ 
pean, African and I es-ant trade f 6,(X).000, 
L.isi liulia trade C .5,00,000, re-espoii of l-.asi 
India goods £ 1,80.000.''' 

A particularly important ssnirce contri¬ 
buting to Britain's industrialisation was 
profits of the slave trade. As Williams says; 

What the West Indian trade did for Bristol, 
the slave trade did for Liverpool ... The first 
stimulus to the growth of cotton monopolies 
came from the African and the West Indian 
markets.*^ 

The estimates of Father Rinchon and 
H Wiseman give us some idea of the profits 
of slave trade, but they refer to only a 
particular period of time; 

father Rinchon estimates as almost 800 
million the profit on only the slave trade of 
french capital, during the eighteenth eenlury, 
without counting the profit obtained from 
the work of the slaves in the phiiitations of 
the West Indies which was several times this 
amount. According to H Wiseman and the 
Cambridge History of the British Finpire, it 
is considered that the earnings obtained with 
the work of the slaves in the British West 
Indies were at least some 200 to SOO million 
gold pounds.**' 

We also get some information as to how 
international trade helped the growth of 
Certain speciEc industries. Thus, 

fetters and chains and padlocks were need¬ 
ed to fasten the Negroes... The practice of 
branding the slaves to identify them required 
red hot irons. Legal regulations prescribed 
that on any ship designed for Africa ... 
'three-fourths of their proportion to beer was 
to be put in iron-bound cask, hooped with 
iron, hoops of good substance, and well 
wrought iron. Iron bars were the trading 
medium on a large part of the African coast 
and were equivairni to four copper bars. Iron 
bars constituted nearly three-quariers of the 
value of the cargo ... in 1697, nearly one 
quarter of the cargo of the Mary in 1690, 
nearly one-fifth of the slave cargo in 1733. 
In 1682 the Royal African Company was 
exporting about 10,000 bars of iron a year.*^ 
Profits from trade have of course to be 


distinguished from returns to foreign 
investments. Frank cites historians iUte Gram 
who 

... in 1786 estimated a rate of annua! 
drain on account of the British East India 
Company's investment alone of £ 10 ntillion 
and including that for the China trade ul 
about £ 2 million and that of other European 
companies and mercantile adventurers of £ 6 
million a total drain of about £ 18 million ,i 
year ... Holden Ferber .. .estimated an 
annual average drain from India as a whole 
also of £ 18 million.. 

It is of course difficult to separate, for 
these confused days of colonial expansion, 
profits from investment abroad and sheer 
plunder. As to the latter, we have man> 
estimates. Thus, in relation to India we haw 
the following: 

For the period 1765-1766 to 1770-1771. the 
gros.s collection in Bengal was over £ 20 
million, of which about £ 7 million were 
spetii in tribute to Indian rulers and commis¬ 
sion, cic, 10 agents (some of which, however, 
uliimaicly was also exported) and £ 9 million 
were dcsoied to various civil and military r.s- 
pcndiiurc. which, however, were in the nature 
of an iiiscsiinenl that would pcrniil the 
generation of future earnings. The rcmainini; 
£ 4 million were immediately remitted 
abroad.. 

According to obviously minimised 
statistics the British colonialists derived ftoin 
India in 55 years (1757-1812) a direct uicoine 
exceeding £ 1{)0,(K)0.000.‘’ 

... the whole exported produce of the 
country so far as the Company is concerned, 
is not exchanged in the course of barter, hut 
it i.s taken away without any return or ptiv 
ment whatever.'’" 

Nor did ihe British pay for Indian goods 
with their own merchandise during this 
period, as Is evident from the import and 
export figures. 

I'inully, in the pillage of India in the period 
of 1750 to 1800 only Ihe ruling class in Great 
Britain obtained between 1(X) and 150 million 
gold pounds. If these sums are added up wc 
gel more than I0(X) million gold pounds, ih,ti 
i.s, mote than the nature of Ihe capital 
invested in all of the steam-operated indusirv 
of Europe around the year 1800.’® 

A most important part of plunder was ol 
course that of gold and silver from America. 
There, of course, canqot be much difference 
of opinion about the importance of 

. . the Spanish and later Portuguese, 
American gold and silver trade which fed the 
Oriental manufactures sold by the British m 
the Spanish and Portuguese colonies (and 
mother countries).” 

Here again although we get some general 
information, we do not get many estimates, 
with the exception of the celebrated ones 
which are as follows: 

E J Hamilton estimates in SOO million gold 
pesos the value of the gold and silver that 
the Spanish took to Europe between 150' 
and 1660... Colenbrand^ calculates 6(XI 
million gold florins for the treasure that the 
Dutch East India Company took out ol 
Indonesia between 1650 amd 1780.’^ 
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However, there are other scholars who 
deny that foreign sources pUyed any signi- 
Ticant part. Thus, O'Brien writes: 

... it is fair to observe that their asser¬ 
tions have not been supported by 'the 
evidence required to demonstrate that average 
rates of profit which European capitalists 
derived from investment and trade with 
Africa, Asia and tropical America rose per¬ 
sistently above the rates of return which they 
could have earned on feasible investments, 
at home or indeed elsewhere in the world 
economy.^’ 

He further adds: 

• 

If Bairoch's data for 1800 are even roughly 
correct and commodity trade, between core 
and periphery accounted for not more than 
4 per cent of the aggregate ONP for western 
Europe, and if a very high proportion (say 
SO per cent) of the value of that turnover 
(exports plus imports) accrued as profits to 
core capitalists and if they reinvested SO per 
cent of their profits, then the outer bound 
estimates for the contribution of these trades 
amounts to only 1 per cent of GNP. And that 
could perhaps equal not more than 10 pei 
cent of gross investment 
This point in its turn has been countered 
by Orlando Patterson with the following 
arguments: 

Eric Williams' thesis in its original state 
ment... is no longer' tenable, but refor¬ 
mulated it remains just as powerful once we 
recogni.se the existence of what 1 have called 
elsewhere the socio-political multiplier, by 
which I mean the explosive effect of new 
wealth concentrated in the right hands at the 
right time. From this point of view it really 
matters little whether the West Indian slave 
trade and slavery contrihiited 1 per cent or 
20 ,)cr cent to the growth of national income 
in Britain during the late I7ih and 18th cen¬ 
turies. More important is the fact that thc 
wealth generated was monopolised b\ a new 
entrepreneurial class at a time when it could 
use it to sci/e control of the critual levers of 
economic and political powci.'' 

In this connection it is woith bearing in 
mind that resources from foreign countries 
might not necessarily go directly to invest¬ 
ment but may follow devious channels 
before finally arriving at the event of an 
investment. For instance, consider the 
following argument: 

it seems a hypothesis worthy of investiga¬ 
tion that in the 18th century there was a good 
deal of selling of bonds and real estate to 
such persons us retired East India ‘nabobs' 
by men wlia then or subsequently, used the 
proceeds to invest in the expanding industry 
i and commerce of the time.^*' 

, One source Of capital can he said to be 
' the investments directly carried out by indi¬ 
viduals, though their total volume could not 
have been very high. Some illustrations are 
provided by Deane.and Dobb. I'hus, Deane 
writes; 

Robert Owen, for example, began by 
borrowing £ 100 from his brother... James 
IMitt borrowed in a small way from his friend 
... when Marshall set up a flax-spinning in 
Leeds in the 1790s he raised the necessary 


capital in three main ways: (I) by disposing 
of his own drapery bvesiness, (2) by borrowing 
from his friends, and (3) by overdraft from 
a bank whose founder Was one of.a family 
of linen bleachers.^’ 

Likcwi.se, 

... Thomas Dolman, who from the 
accumulated profits of his establishment 
built Shaw House, costing £ 10.000.™ 

Also 

... the partnership of Sir Prter Ridell and 
others... financed a Warwickshire colliery 
about 1600 at a cost of £ 600 or Sir William 
Blacket, a Newcastle merchant, who is said 
to have lost £ 20,000 in an attempt to drain 
a seam. A capital of £ 100 or £ 200 Which 
had been common among Hli/abcthan 
adventurers began to be thing ol the past in 
the seventeenth century. 

Similalry. 

Knighted in 1706, Sir Ambrose Crowley, 
latei became M P from Andover, b\ which 
time he could boast a foiiuiK of 

I 2 . 00 . 000 ."" 

II any researcher has tried to use such 
pieces of information to build estimates of 
aggregate investments by indiv iduals wc liaxc 
not yet come across such work. 

The same is true of investments carried 
out by governments. From Marx to Dobb, 
everybody has emphasised the role of public 
debt (for generating savings) as well as 
foreign lendings (indicating savings in the 
lending countries) for investment in the bor¬ 
rowing country and again making possible 
savings in the lending country by way of in¬ 
terest on the loans. However, there docs not 
seem to have been much systematic work by 
researchers to estimate these different 
amoiint.s. In such a work, account will ob¬ 
viously have to be taken of the fact that 
governments did not only promote economic 
development but also created hurdles for it 
by diverting icsources to the maintenance of 
the court and to the royal sport of 
warfare.*' 

C ONt'UJSION 

We have examined all the different sources 
that have possibly contributed to the ac¬ 
cumulation of capital in the period prior to 
the industrial revolution. But we have failed 
to find any substantive evidence to negate 
our view that the sources of funds cannot 
be quantiHed or even properly identiried. It 
may, however, be possible, to estimate the 
capital that had gone into the making of the 
industrial revolution from the data relating 
to national product which arc available to 
some extent. We shall attempt such an 
exercise in a subsequent paper. 

INoten 

11 thank Ashok Rudra who helped me in the 
preparation of the paper at every stage and read 
through .several drafts.] 

I “Thus in pre-industrial England, as in niuny 
of today's pre-induStrial societies, the 
normal long-term rate of growth in real 


incomes per head was under half of one per 
cent per annum...” (Deane ^1979] p 12). 
“From the end of the seventeenth century 
upio about 1741, the average rate of growth 
was apparently about 8 per cent per decade. 
Between 1741 and 1772 it seems to have 
been risen to 13 or 14 per cent and then to 
have dropped back to as little as 6 per cent 
in the last quarter of the century" (Deane 
and Cole |1959], p 56). “Betwen 1758 and 
1806 ... the decennial rate of growth was 
over 100 per cent” (Deane and Cole [1959], 
P55). 

2 Marx [1954], p 713. 

3 Ibid, p 579. 

4 Ibid, p 713. 

5 Ibid, p 714. 

6 Ibid, p 716. 

7 Ibid, p 718. 

8 Ibid, p 714. 

9- Ibid, p 742. 

10 Ibid, p 750. 

11 Ibid, p 751. 

12 Ibid, p 752. 

13 Ibid, p 753. 

14 Ibid, p 759, 

15 Ibid, p 754. 

16 Ibid, p 755. 

17 Ibid, p 755. 

18 Ibid, p 756. 

19 Dobb [1978], p 12. 

20 Ibid, p 65. 

21 Deane [1979], p 51. 

22 Frank [19781, p 97. 

23 Sweezy [1978], p 55. 

24 “The conclusion is inescapable that the 
discoveries of America and of the Cape 
route to the East Indies were highly impor 
tani factors in the rise of modern capitalism. 
Changes in trade routes, the widening of 
markets, contacts with distant lands and 
siiangc peoples and a more perfect know¬ 
ledge of geography conspired to perturb the 
minds of men much as does our increasing 
power over nature-to-day. The price revolu¬ 
tion set in motion by American gold and 
silver contributed directly to the progress of 
capitalisnv Textile manufacturing, the 
leading industry, was dominated by the 
domestic (putting out) system;' and its 
disintegration caused production to be 
spread over a considerable interval of time. 
The price paid fur foods in the East Indies 
was legally determined by their value in 
Fiiropc when the traders sailed, but by the 
ime the ships returned prices had usually 
risen a great deal. Hence enormous wind¬ 
falls were thrown in the laps of traders and 
manufacturers. 

“In England and France the vast 
discrepancy between prices and wages born 
of the price revolution, deprived labourers 
of large pan of the incomes they had hither¬ 
to enjoyed, and diverted this wealth to the 
recipients of other distributive shares” 
(Hamilton [1929], p 355). 

25 “ . inflation was important both because 
it was a mechanism of forced savings and 
hence of capital accumulation" (Wallerstein 
[1974], p 78). 

26 “During this sixteenth century secular and 
cyclical upswing, western Europe experienc¬ 
ed a sharp acceleration of the process of 
capital accumulation'* (Frank [1978], p S3). 

27 This position is supported by Deane who 
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writes: .. there is M yet no convincini 
support for the hypotheses thM there wu 
a dsproportionate incitase in the savings 
or investment component of national 
income or expenditun large enough to 
double the ove^l rate of investment within 
the period I7SO-I850... more than half of 
the nation's capital seems to have been tied 
up in land” (Deane (1979], p 167). 

28 Deane [1979], p SI. 

29 Dobb [1963], p 141. 

30 Ibid, p 140. 

31 Ibid, p Ml. 

32 Deane 119791, p 80. 

33 Deane and Cole [1967], p 237. 

34 Ibid, p 238. 

33 Dobb [1963], p 66. 

36 ibid, p 296. 

37 Ibid, p 268. 

38 Laibman [1984], p 278. 

39 Dobb [1963], p Ml. 

40 Ibid, p 61. 

41 Deane [1979], p 177. 

42 Dobb [1963], p 317. 

43 Ibid, p 123. 

44 Ibid, p 277. 

45 Frank [1979], p S6. 

46 Dobb [1963], p 89. 

47 Deane [1979], p 176. 

48 Ibid, p 179. 

49 Dobb [1963], p I8S. 

50 Ibid, p 277. 

51 Ibid, p 61. 

52 Hilton [1978b]. p 26. 

53 Dobb [1963], p 193. 

54 Williams [1967], p 102. 

35 Deane and Cole [1%7]. pp 30911. 

56 Ibid, p 312. 

57 Deane [1979], p 178. 

58 Frank [1978], p 214. 

59 Ibid, p 223. 

60 Williams [1967], p S3. 

61 Ibid, p 53. 

62 Ibid, p 68. 

63 Mandel [1968b]. pp 119-20, cited in Frank 
[1978]. Mandel gives some further informa¬ 
tion about slave-trade as follows; "Between 
1636 and 1645 the Dutch West India Com¬ 
pany sold 23,000 Negroes for 6.7 million 
florins in ail, or about 300 florins a head, 
whereas the goods given in exchange for 
each slave vi«re worth no more than 50 
florins. Between 1728 and 1760 ships from 
Le Havre transported to the Antilles 
2,03,000 slaves bought in Senegal, on the 
Gold Coast, and Loango, etc. The sale of 
these slaves brought 200 livres. From 1783 
to 1793 the slavers of Liverpool sold 30,000 
slaves for £ IS million, a substantial slice 
of which went into the foundation of in¬ 
dustrial enterprise" (Mandel |l968a], 
pp 109-110.) 

64 Williams [1967], pp 81-82. 

65 Frank [1978], p 165. 

66 Ibid, p 164. 

67 Levkovsky [1966], p 10. 

68 Dutt [1970] I, p 46. 

69 Frank [1978], p ISO. 

70 Mandel [1968], pp 119-20, cited in Frank 
[1978]. 

71 Frank [1979], pp 15-16. 

72 Mandel [I9M], pp 119-20, cited in Frank 
[1978]. Some further data about plunde^is 
given by Mandel u in the. following: 
“Drake's First pirate undertaking, in the year 


1577-ISBO. wsis launched with a capital of 
£ 5,000, to which Queen Elizabeth contri- 
bumt. It brou|^tlnid>out£ 6410.000 proTtt, 
half of which went to the Queen. Beard 
estimates that pirates introduced some £ 12 
million into England during the reign of 
Elizabeth” (Mandel [1968a]. p 108). 

73 O'Brien [1982], p 8. 

74 Ibid, p 5. 

75 Patterson [1979], p 54. 

76 Dobb [1978], p 66. 

77 Deane [1979], *p 179. 

78 Dobb [1963], p 138. 

79 Ibid, p 139. 

to Ibid, p 147. 

81 “The prodigious scale on which offices were 
sold by the crown as it endeavoured to 
finance its wars also diverted capital from 
productive investment... (Croot and 
Parker [1^8], p 46.) 
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A Case Study of Pavement Dwellers in Calcutta 

N Vijay Jagmiuithan 
Animesh Haider 

Among the urban poor the concept of shelter has several dimensions. For some it is a vital factor ofproduction 
In their economic pursuits: v/hiiefor some others it is merely a barricade for privacy in a highly congested urban 
environment. There is also another category of urban poor who live and earn their living with no form of shelter 
whatsoever. This study analyses the factors irtfluencing the decisions of such truely shdterless persons living on 
the pavements of Calcutta city. 

The first section of the paper describes the data sources and survey methodology and presents a picture of 
the size, nature and magnitude of the problem. The second section analyses the economic characteristics of the 
pavement-dwellers, who as a class can be considered as the poorest of the urban poor. The third section examines 
the income-shelter linkages, and the fourth section seeks to derive some policy conclusions. 


I 

Introduction 

ECONOMIC perspectives of housing or 
shelter are being questioned in the third 
world countries, particularly so when the ur¬ 
ban poor is the target group. The established 
economic role of housing as a composite 
good providing a heterogeneous mix of ser¬ 
vices such as a stimulus to Mving and in¬ 
vestment, as a source of supplemental in¬ 
come (rental income), as a work place and 
as a financial asset is widely accepted. In the 
case of the urban poor problenu arise not 
with respect to the use of this asset, but with 
respect to the ability and willingness to pay 
for its use. Thus supply-side factors become 
important for analysis.' 

Among the urban poor in the developing 
countries the concept of shelter has several 
dimensions. For some it is a vital factor of 
production in thdr economic pursuits; while 
for some others it is merely a barricade for 
privacy in a highly congest^ urban environ¬ 
ment. There is also another category of ur¬ 
ban poor who live and earn their living with 
no form of shelter whatsoever. This class of 
people, for various reasons, have Chosen the 
pavements of large metropolitan cities as 
their place of residence. The present study 
analyses the factors influencing the decisions 
of such truely shelterless persons (popularly 
known as pavement dwellers), living on the 
pavements of Calcutta dty. Hie target groups 
for the purpose of this study, consists of the 
population who do not have municipal ad¬ 
dresses, but Uve in various open spaces such 
as pavements, open verandahs, under 
bridges, railway platforms, abandoned large 
pipes, courtyards of religious places and even 
on hand carts that they pull in the daytime 
to ^krn their living. The section of the urban 
po 9 r who live in unauthorised shacks and 
hutmentt has been kept outside of the pur¬ 
view of this study, as our interest was in 
focusing attention on the truely shelterless. 

The paper is divided into four sections: 
The Erst section describes the data sources 
and survey methodology for this study and 
presentt a i^tim of the Axe, nature and 


magnitude of the problem. The second sec¬ 
tion analyses the economic characteristics of 
the pavement dwellers, who as a class can 
be considered as the poorest of the urban 
poor. The third section examines the income- 
shelter linkages, and the fourth section seeks 
to derive some policy conclusions. 

II 

Data Source and Survey 
Methodology 

This paper is based primarily on the data 
drived from the field survey conducted by 
the Calcutta Metropolitan Development 
Authority under the guidance of the authors. 
The survey entitled “Socio-Economic Survey 
of Pavement Dwellers in Calcutta” was con¬ 
ducted during Marcb^une 1987. The com¬ 
pilation and tabulation of data pertaining 
to socio-economic information rue still in 
progress. 

The survey was conducted to ascertain the 
socio-economic condition of a section of 
urban poor, who have for various reasons 
chosen Calcutta pavements as their place of 
residence. It was also intended to make an 
on-the-spot count of the floating population 
within the 18S ^ km geograplucal limit of 
Calcutta Municipal Corporation area.^ 
Thus the.survey had two broad objectives: 
(a) to ascertain the number of such persons 
through enumeration based on spot visits, 
and (b) to collect socio-economic informa¬ 
tion on the life-styles of this population. Tb 
achieve these two objectives the survey was 
divided into two pha^ the details of which 
are given below. It is worth mentioning here 
that since the class of population under 
study also has a floating population, the 
selection of the season and the hour of 
enumeration become critical for accuracy of 
the study. ^ 

As against the standard methodology of 
making a statistical estimate on the basis of 
a sample survey, the present study attemp¬ 
ted a complete enumeration of popuiation 
through spot visits. The. first phase survey 
was carried out for ten consecutive days bet¬ 
ween March 6 and March 15, 1987 at night 


from 10 pm to 3 am. About 100 employees 
of CMDA were engaged for the purpose; 
who combed thecity’s pavements during the 
operation. For both operational convenience 
and administrative efEciency the total area 
was divided into ten survey blocks of dif¬ 
ferent sizes. A survey schedule was designed 
to identify the locations (spots) on the 
pavements of thorou^fares where the peo¬ 
ple were sleqting, following which they were 
counted physically. Each survey block took 
one night’s intense work, and a head-count 
of pavement dweller population in the chy 
was completed in the first phase. The |»o- 
cedure followed enabled us to identify tiie 
locations of pavement dweller populatibn* 
as well as a census, of their numbw in 
March 1987. 

Based on the information gathered In the 
first phase, the second phase of the survey 
was conducted during May-June 1987 to col¬ 
lect information on the socio-economic con¬ 
ditions of this section of urban poor. The 
identified ^concentrations of pavement 
dwellers worked out in the first phase were 
made the basis for the second phase survey. 
Among the identiHed spots samples were 
drawn and the survey personnel were sent 
with detailed questionnaires. They were ad¬ 
vised to select sample persons at random at 
the locations. The survey schedule was 
designed with eleven sections incorporating 
a questionnaire; notable among which wu 
information on demographic aspects, occu¬ 
pational and income featurra, migratory 
trends and a poverty profile. Fbr each pave¬ 
ment dweller interviewed the schedule has 
provided detailed socio-economic informa¬ 
tion. Ovnall, 3,400 such persons were inter¬ 
viewed in Calcutta city. 

FnrBngs of the Rra Phase SurveylYrtUSOA 
number of pavernem dwellers within Calcutta 
city in March 1987 was 55,571, out of which 
55,005 were located within the old Calcutta 
Corporation area. The share of the Central 
Business District (CBD) was 27,493 or about 
50 per cent of the total. Ihble 1 indicates the 
share of the centres of concentration in the 
dty. 

For the purpose of this paper 568 repie- 
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senutive schedules were analysed covering 
important locations in the city. The sample 
persons along with their dependents were 
1,204, representing about 2 per cent of 
Calcutta’s pavement dweller population. 

Ill 

Econoiiiir Profilt* 

Based on the sample si/e of 2 per cent of 
the pavement dweller population of Calcutta 
an attempt is made to examine shelter- 
income linkages, with reference to occupa¬ 
tion, income distribution, willingnes.s and 
ability to pay for shelter. 

The pavement dwellers covered in the .sam¬ 
ple study arc found to be engaged in over 
thirty different occupations with significant 
intra-occupational income differentials: 
Table 2 describes the principal occupations 
among the pavement dwellers (See Appendix 
for details). Information in Table 2 has been, 
for analytical convenience, divided into two 
categories. A majority of cK'cupations arc in 
what can be termed as the ‘mainstream’ in¬ 
formal sector with average weekly income 
ranging between Rs KO and Rs 110 (on daily 
living basis) per week. Although these oc- 
eupations are almost wholly in the tertiary 
sector, a distinction between sub-groups has 
been made because there arc variations in 
terms of capital invested, and physical ef¬ 
fort involved.'* 

Take fur instance the trunspoit sccioi. 
which provides over 40 pet cent of employ¬ 
ment. About halt the number is employed 
as porters or headload cairiers, who secure 
employment in the commercial areas, and 
aie engaged in transhipping materials and 
equipment over short distances. The other 
half is almost equally divided between hand 
cart pullers and rickshaw pullers. The former 
group rent out their wooden hand carts to 
ferry heavier loads within the city, while the 
latter cater to the needs of short-distance 
commuters.' 

For securing income in the transport sec¬ 
tor living on the pavement becomes neces¬ 
sary for several reasons. First, hand cart 
pullers and rickshaw pullers need to have a 
parking spot for their vehicles. In the con¬ 
gested slums of the city such space is usually 
unavailable. Moreover, the person has to 
guard against possible theft of equipment. 

Second, in the case of porters, employ¬ 
ment is secua'd in commercial establishments 
where hirers entrust these persons with ex¬ 
pensive inventories. Although labour is paid 
on a daily wage basis, employment becomes 
mgular to workeis available at the beck and 
call of employers. Our survey has indicated 
wide variations in income, with some such 
individuals securing as much as Rs 800 per 
month as porteis. Spending the night, near 
the source of employment ensures that the 
per.son is available on first call, and in ad¬ 
dition, potential rivals are excluded from the 
earning opportunity. 

1'hird, all these activities require physical 
exertion. Linder conditions of intense pover¬ 
ty people arc naturally reluctant to expend 
extra energy on unnecessary lead time com¬ 


muting between the residence and work 
place. Within the Central Business District 
land is prohibitivriy expensive, and diere «e 
no vacant lands - in proximity that are 
available. 

The second major group consists of self- 
employed persons, who have been divided 
into two groups: service-related and other 
occupations. Service related are vocations 
providing employment for at least 2 per cent 
of the sample population. They art: tea shop 
keepers, vegetable vendors, hawkers and 
sweepers. Other occupations cover a diverse 
range pf service and production activities 
ranging from paper bag ipakers to painters, 
from cobbiers to temple priests. 

Among self-employ^ persons earning op¬ 
portunities ate location-specific A shoeshine 
boy for example can appropriate locational 
rent on a busy thoroughfare by ‘capturing’ 
a strategic point. In all such vocations the 
place of work becomes the place of shelter. 
Moreover, in many trading activities the 
individual has to safeguard his inventories 
against theft. 

The third group comprises daily labour 
engaged in a misscliancous range of acti¬ 
vities such as shop assistants, helpers to skill¬ 
ed construction workers and labour that is 
supplied to the city’s daily labour markets. 
A distinction between shop assistants and 
daily casual labour has been made because 
the former work Out stable long-term rela¬ 
tions with hirers by which although employ¬ 
ment is on a daily basis, it is of a durable 
nature. The latter in contrast represents con- 
veniional neo-clax.sica) labour markets. 

The interesting point emerging from this 
study is that wages between the diverse oc¬ 
cupations do not show marked differentials. 
However, within specific occupations 
.substantial income variations were observed. 

Tilt: Marginal Slcior 

The study indicates a sharp dichotomy 
between the mainstream and marginal voca¬ 
tions composed of domestic servants, beg¬ 
gars and lagpickers. Normally, one would 
expect 'domestic servants to belong to the 
mainstream, but an individual witheui a 
dwelling faces problems of securing suitable 
references necessary for hiring by afllueni 
'employers. Domestic employment however 
enables a large proportion of women living 
in pavcniont dweller families to e.iin sup¬ 
plementary income. Ragpickeis collect 
recyclable wastes from the city’s garbage 
dumps. Ilcggai s consiiiuling 7.7 per cent of 
the population are the poorest of the urban 
poor.'’ 

As lable iiulicaies, theie is a sharp 
dichotomy in earning levels between the 
mainstream and marginal vocat'ons. In the 
marginal sector incomes are extremely low, 
TABit 1: Shake or Wards with Hiiiiii;' 

Ward No Name 

4S Esplanade/BBD I 

36 Sealdah 

POslu 



and working boun oitaid U> all seven d^ 
of the week. Ragpicking it the only activity 
earning an houriy (imputed) wage of more 
than one rupee, and this is clearly a most 
undesirable and insanitary type of vocation. 
The implications for shelter-income linkages 
will obviously be significantly diRerent bet¬ 
ween the mainstream and the marginal 
vocations. 

In overall terms, the pavement dwellers 
have had their income levels keeping pace 
with inflation. In 1976 about 19 per cent of 
pavement dwellers reported income levels 
greater than Rs 30 per week. In the present 
study the average income itself, was around 
Rs 85 per week. 

WORKING HOURS 

Thble 4 shows the distribution of pave¬ 
ment dwellers by hours of work secured. The 
average work day is a fairly uniform eight 
hours for six days a week. There are howev er 
several individuals (particularly among 
porters, hawkers and shop assistants), who 
work several hours in excess of the average. 
The longest work day predictably was in the 
more sedentary occupations such as tea 
shop-keepers, fruit and vegetable vendors, 
etc. The maximum number reporting no 
work were beggars and daily casual 
labourers. 

Table 2: Distribution or Prinvtpai 
Occupations 

(Per Cent) 


MainHtrram Hcriur 


Tran.sport 

43.8 

Service-related 

10.1 

Other occupations 

10.6 

Shop assistants 

8.4 

Daily labourers 

9.7 

Marginal Heetur 


Beggars 

7.7 

Domestic servants 

3.2 

Ragpickers 

2.5 


rMtii 3: Some LtoNOMH I'l-AtUREs or ihi 
0(.( UI'AIIONAI. CaII (lOKILS 


Wages/ 

Distance 


Hour 

Travelled 


(Rs) 

Per Day 
(Kms) 

'rran.spotl 

Service-related 

1.90 

5 

occupations 

1.73 

C.0.S 

Other occupations 
Daily casual 

1.81 

<0.5 

labour 

1.75 

4 

Shop assistants 

1.60 

<0.5 

Ragpickers 

1.20 

4 

Domestic servants 

0.90 

<0.5 

Beggars 

0.53 

2 


Concentration qi- Pavement Dwellers 
Per Cent Share Activity 

8.66 Commercial/wholesale markets 

4.16 Railway station/wholesame 

market 

3.63 Wholesale trade 
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Famiues And Meals 

About 37 per cent of the samurie lived on 
pavementt with families, a maiority of 
whom belonged'to the marginal sector. In 
fact, out of sixty-one respondents who 
report^ having only one meal a day, the 
laigest single group consisted of respondents 
who cooked food in family kitchens. 

In the mainstream vocations respondents 
reported having two meals a day, purchas¬ 
ed from hotels or cooked by the family. As 
Table 5 indicates, a signiHcant proportion 
secured their meals from hotel wastes. 
Respondents living off hotel wastes were 
from both mainstream and marginal 
vocations. 

This brief description of the pavement 
dwellcre’ economic profile enables us to draw 
several inferences; 

(a) Pavement dwellers of the mainstream 
vocations have chosen this life-style to 
protect their access to earning opportu¬ 
nities. In addition, as will be discussed 
in the next section, a substantial propor¬ 
tion are temporary migrants, who remit 
savings home to the village. 

(b) Congested parts of Calcutta, such as the 
wholesale markets, dockyards, and 
railway stations offer best opportunities 
to cam a livelihood by setting labour ser¬ 
vices in highly competitive environ¬ 
ments. 

(c) Almost all pavement dwellers have to 
purchase their meals, or ingredients for 
their family kitchens. The number of 
persons securing meals in e.xchange for 
services was insignificant. 

(d) The majority of pavement dwellers live 
without shelter as a deliberate rational 
decision, by which the expenditure on 
housing is reduced to zero. 

(e) In the case of marginal vocations (at 
least 10 per cent of the population), the 
lack of demand for shelter is because of 
intense poverty, and lack of income to 
afford shelter. However, even for these 
persons, living on the pavement ensures 
access to earning opportunities, however 
small they may be. 

(0 Earnings in the mainstream vocations 
have kept pace with inflation. 

IV 

Shelter-Income Linkages 

Ikble 6 summarises the findings of the 
pavement dwellers’ willingness to pay for 
shelter. In the questionnaire each respondent 
was asked how much he or she was willing 
to pay per night for a shelter. It is signifi¬ 
cant to note that the gap in willingness to 
pay between the mainstream and marginal 
vocations is fairly narrow. 

The third column of Table 6 indicates 
pavement dwellers’-willingness to pay as a 
percentage of their average earnings. The 
point of note is that among the mainstream 
vocations, willingness to pay is uniformly 
low. In fact only in the case of domestic ser- 
vanu (for reasons discussed earlier), is the 
willingness to pay even close to 10 per cent 
of income; The accepted norm is that in 


brban areas thejKwr-are expected to pay 
around 20 per cent of earnings for shelter. 
In comparison our analysis 5hows.that most 
persons in mainstream vocations legd a freev 
shelterless existence in order to maximise net 
earnings from their vocations. 

Another feature that confirms poor 
income-shelter linkages is the available in¬ 
formation on respondents’ length of stay on 
pavements. Tkble 7 summarises the findings 
on how long these persons have lived on the 
pavements of Calcutta. 

Contrary to the popular belief that poor 
migrants coming to the city first occupy 
pavements before moving onto slums, we 
find that a very significant proportion of 
respondents consider pavements as their ur¬ 
ban residence. Moreover, most persons who 
have recently begun living on pavements 
(especially among porters) earn incomes in 
the central business district substantially 
higher than the average for their vocations. 
Migration-Remittance Linkages 

Out of 368 respondents in the sample 
study 42 persons claimed Calcutta pave¬ 
ments to be their place of birth itself. The 
remaining persons reported village homes in 
West Bengal, Bihar, Orissa, UP and some 
other states as their ancestral homes. The 
number of migrants remitting money home 
to their villages was 210, and the average 
annual remittance was Rs 1124, or approx¬ 
imately 20 per cent of the individual’s ear¬ 
nings. However, the standard deviation was 
Rs II6S, indicating a wide dispersion around 
the average. 

For the migrants as a group, we tested the 
hypothesis whether willingness to pay for 
shelter would be negatively related to in¬ 
come, and positively related to income and 
duration of stay in the city. The results of 
the rcgres.sion were statistically insignificant. 

The lack of any meaningful relationship 
between willingness to. pay for shelter and 
othei variables is because ’shelter’ as 
understood by western social scientists is not 
such an important priority foi poor 
migrants. The climate of Calcutta is equable 
for most of the year, and the types of 
cramped, unhygienic .shelters available in city 
slums arc not attractive, particularly to single 
migrants. 

The point of interest is that willingness to 
pay for shelter is uniformly low for all 
categories of mainstream vocations. While 
migrants remit substantial savings home, 
non-migrants spend money on tobacco, 
liquor and cinema. 

Income-Shelter Linkages for 

CALCUTTA-BbRN PAVEMENT DWELLERS 

One interesting segment studied separately 
were the forty-four pavement dwellers, who 
reported their birth on the city’s pavements. 
For these persons a multiple regression equa¬ 
tion was tested with willingness to pay for 
shelto- as the dependent variable, and three 
independent variables (duration of stay D, 
income earned last week I, and family size 
F). The results were statistically significant: 
W - -31J12 + 1.84 D + 0.811 - 18.88 F 
(1.32) (2.70) (5.32) (2.07) 

R^ <= 0.70 ((-statistics in parenthesis) 


The results fndicatt a greater wUlingncu 
to pay fm shelter when (i) duration of stay 
on the pavement is longer (i e, older the per¬ 
son gets), and (ii) individual income earn¬ 
ings are higher. What is intriguing however, 
is the negative relationship between family 
size and willingness to pay for shelter. 

On further analysis of why family size was 
negatively related to willingness to pay for 
shelter, we came to the following findings: 

(a) Among Calcutta-born pavement 
dwellers, respondents with families had 
spouses and dependents supplementing their 
earnings. Contributions fiom spouses in 
similar vocations substantially raised their 
family incomes. Thus living on the pavement 
was a means of access to earning oppor¬ 
tunities for all family earners. 

(b) The family size of respondents in the 
marginal sector were small, and averaged, 
only one extra dependent. 

To sum up, poor income-shelter linkages 
can be attributed tq three sets of factors. 
First, in order to maintain access to earn¬ 
ing opportunities most pavement dwellers 
perforce require residence close to their place 
of work. Second, at least 36 per cent of the 

T\hie 4: Hoi ks Wokkld iiv Pavement 
Dwu.iers 


Hours 

Number of Pavement 


Dwellers 

0 

28 

1-4 

32 

5-9 

323 

10-14 

165 

Over 15 

10 

T\Bii- 5: Pavi-mi n 

1 DWM 1 1 KS HT SoliRt 1- (II 
Ml M s 

Source 

Per Cent of 


Sample 

Population 

Cooked by the family/self 43.S 

Hotel waste 

17.2 

Purchased from houl. me.ss, etc .59.0 

Tabu 6: Iniomi-Shi i tra Link vii-s 

Vocation 

Average fk:r Cent 

Willingness of Earnings 
to Pay Per 


Day (Rs) 

Transport 

0.69 5.3 

Service-oriented 
Daily casual 

0.82 5.5 

labour 

0.67 5.6 

Shop assistants 

0.60 5.5 

Other occupations 

0.70 4.8 

Domestic servants 

0.52 9.7 

Ragpickers 

0.48 5.1 

Beggars 

0.42 7.2 

Taui I 7; LenciIM oi Stay on Cah itta 

Pavements 

Year of Habitation Per Cent of 


Respondents 

Before 1949 

5.8 

1950-59 

10.3 

1960-69 

23.1 

1970-79 

31.2 

1980-87 

29.6 
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Appendix: Pavement Dwelleu of CAtcum; Economic Pinnu 


Occupational 

Categories 

Percentage 

Share 

Weekly 

Income 

Working 
Hours 
(per day) 

Distance Willingness to 
Coverage for Pay (in Ru- 
OccupAonalpees per head 
Activities per di^) for 
New Shelter 

Porters 

20 

96 

8 

3 

0.62 

Hand cart-pullers 

10 

98 

8 

5 

0.75 

Daily casual-labourers 

10 

84 

7 

4 

0.67 

Rickshaw pullers 

13 

79 

8 

5 

0.75 

Hawkers 

7 

75 

8 

2 

a68 

Drivers 

1 

109 

9 

— 

1.03 

Domestic servants 

3 

50 

7 

1 

0.52 

Beggers 

8 

30 

6 

2 

0.42 

Helper 

7 

80 

9 

2 

0.59 

Ragpickers 

2 

67 

8 

4 

0.48 

Shop as.<iisiants 

2 

61 

9 

1 

0.60 

Sweepers 

2 

114 

8 

2 

0.54 

Tea-shop-keepers 

2 

95 

10 

0 

0.84 

Vegetable-vendors 

3 

80 

8 

0 

0.88 

Others 

10 

87 

8 



All 

100 

85 

8 

3 

0.69 


pavement dwellers prefer to remit earningji 
home to their village rather than expend in¬ 
come on urban shelter. Hurd, individuals in 
the marginai sector, accounting for around 
10 per cent of the sample size are in any case 
unable to afford shelter because of intense 
poverty. 

V 

Policy Implicationa 

This study has demonstrated that income- 
shelter relations are infinitely complex, and 
vary across substratums of the urban poor, 
lb talk of providing shelter for all the 
homeless in metropolitan cities of develop¬ 
ing countries is rather simplistic. 

One suggestion put forward by policy 
makers is to construct inexpensive dormi¬ 
tory-type housing for pavement dwellers. 
The difficulty here lies in execution, because 
of the total lack of availability of land in 
the areas where pavement dwellers would like 
these structures to be constructed. The urban 
poor reside on pavements outside*some of 
the most expensive real estate in the coun¬ 
try. Costs of acquisition of land in these 
areas ate, naturally, prohibitively expensive. 

From the policy makers’ perspective 
realistic interventions are possible in four 
areas. These are sanitation, preventive health 
care, environmental hygiene, and social care 
for the destitutes. 

Sanitation-. Our study has shown that 
wherever public toilets are available, 
respondents have preferred to utilise them. 
However, about S4 per cent of the persons 
used canal and river banks, parks and road¬ 
side drains as their toilets, creating an in¬ 
sanitary environment in the city. 

It is necessary for policy makers to 
recognise that pavement dwellers will con¬ 
tinue to remain as long as rural-urban ear¬ 
ning differentials persist in the country. At 
the same time, as most individuals capable 
of paying small amounts, it is possible to 
operate ‘pay and use' toilets at major cen¬ 
tres of concentration of pavement dwellers. 
The Patna experience with Sulabh 
Shauchalayas has indicated that profes¬ 
sionally managed *pay-and-use’ toilet 
facilities not only improve urban sanitation 
for the poor, but are also economically 
viable propositions.^ 

Preventive health care: Our study has also 
shown that pavement dwellers are usually 
unable to utilise hospitals in cities because 
of conflicu with their work schedules. Con¬ 
sequently, health takes on a low priority 
ieading to serious long-run consequences. 
An over-whelming majority were addicted 
to tobacco and some to liquor as well. 
Gastric trouble was the most common 
ailment. 

It is necessary to organise nightly mobile 
dispensaries that would cater to those per¬ 
son’s health needs through prevemive health 
care. A wide range of afflictions particularly 
among the old can be avoided with proper 
medical support. 

Environmental hygiene: Our study has 
shown that pavement dwellers make several 
important contributions to the urban 


economy. However, on the negative side, 
squalour on pavements increases. Civic of¬ 
ficials are hard pressed to keep the roads 
clean, and from preventing garbage being 
strewn around city garbage vats. 

lb tackle environmental hygiene problems, 
the role of the cutting edge of the civic ad¬ 
ministration, notably corporation sweepers 
and garbage handlers becomes very impor¬ 
tant. Unless clow and effective supervision 
is maintained, solid waste disposal becomes 
an extremely complex managerial problem, 
as Calcutta’s experience testifies. 

Social care for the destitutes: Among the 
marginal sector pavement dwellers arc the 
poorest of the poor. Abandoned wives, old 
labourers, handicapped persons, beggars and 
ragpickers have no sources, of income and 
no links with their families. Ties with 
ancestral homes for such persons have been 
severed years ago. Eating barely one meal 
a day, these individuals need special atten¬ 
tion through a comprehensive package of 
shelter, health care and economic support 
programmes. 

The usual argument against policy inter¬ 
ventions for this segment of the population 
has rested on the premise that when social 
programmes are designed for the urban 
poor, in-migration would increase. Our 
analysis has however shown that markets are 
segmented, and migrants arriving in the city 
for employment in mainstream vocations, 
and not in marginal vocations as destitutes. 
The fact that around 10 per cent of pave¬ 
ment dwellers are destitutes is a reflection 
of the fact that urban informal markets have 
their imperfections. For the old, infirm and 
weak there are no social security nets 
availabicv especially when village and femily 
ties hmv been served. An urban destitutes 
policy for metrqpolitan cities is therefore 
essential. 

VI 

Concluaion 

This exploration of income-shelter 
linkages has indicated a mainstream and a 
marginal segment among pavement dwellers. 
The former group could afford shelter in 


slums, but preto- a trea shelterless existence 
The latter by contrast, represent the worst 
manifestation of urban poverty. 

Policy consequences for the two segments 
are naturally, different, and we hope this 
paper will set policy analysts thinking, or 
rather, rethink, shelter perspectives for the 
homeless in developing countries. 

Notes 

This paper was presented at the International 
Seminar on Income and Housing in Third 
\M>rld Urban Development, held from Novem¬ 
ber 30 to December 4, 1987 at New Delhi, 
organised by Indian Human Settlenpent 
Programme.] 
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University Press (1987) for an analysis of the 
urban informal sector. 

5 See Papanek, Gustav F, and D Kontjorojakti 
’The f^r of Jakarta’, Economic Deveiop- 
meat and Cultural Change, 24, no I (October 
1975). 

6 See Home, William J, 'Nairobi’s Informal 
Sector; Dynamic Entrepreneurs or Surplus 
Labour?’ in Economic Development and 
Cultural Change, 32, no 2 (January 1984): 
pp 277-302. 

7 In Patna a non-govcrnmenul organisation. 
Sulabh International, has set up numerous 
pay and use toilets in the city. The success 
of the project has led to the idea being 
replicated in several other states. 


1178 


Economic and Politkai Wedtly June 4. 1988 



Engineering Research Institutes, Technology 
Development and Economic Growth 

A Case Study 

UtUim Kumar Bhattaeharya 

This paper discusses some of the problems of local technological development and issues involved in the tranter 
of technology from the local R and D system to industry. It is a case study of the Central Mechanical Engineering 
Research Institute (CMERI) at Durgapur- in West Bengal and its linkages with the engineering industry. The 
objectives and working of CMERI since its inception are reviewed focusing on the difficulties of establishing 
linkages with the engineering industry, especially with small engineering units in need of technological upgrada- 
lion. The emphasis is on some of the structural problems which lead to extremely tenuous linkages between research 
institutes and firms in India. 


1 

Technology, Economic Growth and 
Policies 

I HE immense contribution of technological 
innovation to economic growth is well 
recognised in history. It has long been shown 
how technological development helps to 
enhance production through raising the pro¬ 
ductivity of labour and capital.' During the 
period of the industrial revolution and after¬ 
wards there was a great deal of interaction 
between science and industrial technology.^ 
The mid'20th century and particularly the 
period of, and since the Second World War 
witnessed a new mode of innovation. The 
period was characterised by the widespread 
development of professional research and 
development (R and D) personnel within the 
firm. The manufacturing firms employ 
qualified scientists as well as engineers with 
scientific training and maintain regular- 
contact with universities and other centres 
of fundamental research [Freeman, 1974]. 
Now in all advanced countries, irrespective 
of whether these are socialist or market 
economies, R and D is a part of regular 
activities of producing enterprises. 

The formulation of an appropriate science 
and technology (S and T) policy poses a real 
problem , to each society. This problem is 
acute if we consider the case of a develop¬ 
ing country where funds for R and D are 
meagre and where their use is often deter¬ 
mined by different class interests from within 
the country and from outside [Gorman, 
1981, Caves 1982].' 

There are a number of studies by 
economists analysing how innovations and 
their diffusion took place in the UK. the US, 
Japan and in China. However, such studies 
are often missing in case of India.* 

Our planners and political leaders 
generally favour, the development of 
R and O to expedite indigenous technology 
development.’ But actual'achievements are 
not commensurate with the expectations or 
the potential 

Regarding the issues involved in for¬ 
mulating a science and technology policy, it 


is not quite irrelevant to raise doubts about 
the wisdom of ‘ignoring the sources of 
innovation along with the policy of simple 
dependency on semi air borne consultancy, 
financial ^location and bureaucratic fiai’ 
[Bagchi, 1980]. 

The present paper does not aim to settle 
all the complex issues connected with science 
and technology policies. We lake instead, a 
case study approach and discuss the working 
of a public sector R and D laboratory doing 
research in mechanicrd engineering in West 
Bengal. The topic has become all the more 
important and relevant in view of the 
recently submitted report of the seven 
member committee headed by Abid Hussain 
[The Fourth Review Committee Report of 
the CSIR 1986]. 

II 

Engineering Industry: India and 
West Bengal 

While the Indian Second and Third Five- 
Vbar Plan periods had witnessed significant 
growth of basic and cat»tal goods industries, 
their growth slackened considerably after 
I96S. The Indian engineering industry in 
particular has been suffering from an acute 
recession since (hat year [Bhagavan, 1985; 
Dey, 1980, 1985].'’ 

According to the Association of Indian 
Engineering Industry (AIEl), in 1981-82, the 
share of the engineering industry in all 
industries taken together was around .fO per 
cent in terms of the number of factories, 33 
per cent in terms of value of output, roughly 
37 per cent in respect of total value added 
and 28 per cent in terms of total employ¬ 
ment in all industries. During 1980-81 to 
1981-82 imports of engineering goods was 
around 35 per cent of total imports of all 
commodities [AIEl, 1986, p 7 and 167].^ So 
whatever happens -to the engineering 
industry would affect Indian industrial 
growth significantly. In W:st Bengal the 
engineering industry occupies a very impor¬ 
tant place The acute recession in this 
industry was also reflected in the industrial 
growth of Wbst Bengal. Partly as a result of 
stagnation, the share of the state in Indian 


engineering output has declined in major 
way since 1965.* 

Among the many problems the engineer¬ 
ing industry has faced [Dey, 1985b], one is 
definitely that of failure to introduce 
‘modern technology’.* How did a publicly 
funded research institution contribute to the 
goal of modernisation? If it failed to .speed 
up the process of modernisation, what were 
the factors responsible for that failure? In 
this paper we will discuss some of the pro¬ 
blems of technology development and 
transfer as evidenced by the experience of 
a mechancial engineering research institute. 
It is hoped that a case study of the Central 
Mechanical Engineering Research Institute 
(CMERI), located in West Bengal (an 
engineering research institution which has 
completed 25 years of service) will help 
answer such questions. With this aim, in the 
next section we shall review the objectives 
and working of the CMERI. In section IV, 
we take the engineering industry of Howrah, 
a district of West Bengal, as a case study of 
the process of two way communication bet¬ 
ween industry and research institutes. In 
section V, we focus on the problems of main¬ 
taining linkages between industry and 
laboratory in the context of development, 
diffusion and adaptation of technology. 

Ill 

CMERI: History and Dtn«lopnient 

The foundation of the Council of Scien¬ 
tific and Industrial Research (CSIR) in 1942 
was a step towards translation of objectives 
of promotion of R and D in industry into 
reality [CMERI, 1984a]."’ The research 
wings of the CSIR were divided broadly into 
five major disciplines, viz, (1) physical 
and earth sciences; (2) chemical sciences; 
(3) biological sciences; (4) engineering 
sciences; (5) information sciences. The 
engineering science group was again com¬ 
posed of several laboratories/research 
institutes such as the Central Glass 
and Ceramic Research Institute (CGCRl), 
Calcutta; National Metallurgical Laboratory 
(NML), Jamshedpur; the Central Mechanical 
Engineering Research Institute (CMERI). 
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Durgapur, eto 

It was hoped that the eitabUshment of the 
CMERl in Dur^ur, West Bengal in 
February 1958 under the CSIR would create 
an essential condition for indigenous 
research in the diverse Helds of mechanical 
engineering. Such research b«;ame especially 
vital, since by 1955 India had exhausted the 
potential of import substitution in consumer 
goods industries and was trying to develop 
basic capital goods industries. The develop¬ 
ment of the latter required imports of 
massive quantities of machinery from 
abroad. At that time the import of engineer¬ 
ing goods and technology accounted for 
nearly half of the total imports by India. It 
was hoped that CMERl would play a key 
role in fostering self-reliance to counter the 
long history of dependency. The speciHc task 
assigned to the CMERl was to develop 
mechanical engineering technology for 
Indian industries. 

Some of the stated objectives of the 
CMERl were as follows: 

1) research in mechanical engineering in ail 
its aspects—new' product and process 
development or innovation: 

2) design of machinery and equipment on 
the basis of such research—development 
and fabrication of pilot plants and pro¬ 
totypes, thus helping import substitution 
and export promotion; 

3) investigation on materials of fabrication 
and standardisation of materials and 
finished components of machinery; 

4) training of research workers, designers, 
fabricators and specialists in different 
branches of mechanical engineering; 

5) maintaining collaboration with univer¬ 
sities, technological institutes and similar 
research institutes and organisations in 
India and abroad; 

6) maintaining collaboration with industries, 
particularly with heavy, medium, light 
and precision engineering industries and 
helping to tackle their day-to-day pro¬ 
blems and offering consultative aid 
including testing; 

7) collection of data and technical informa¬ 
tion on design, production and allied pro¬ 
blems and serving as clearing house of 
such information; 

8) dissemination of results of research and 
experiments by means of pamphlets, 
journals, films, exhibitions, models, etc, 
for the benefit of industry and research 
workers and popularising and stimulating 
research in mechanical engineering 
[CMERl, 1968, pp 3-4, CMERl, 1984b, 
pp 7-8 and First Annual Report CMERl 
1968, pp 19-.341. 

But it was ob.servcd that, CMERl staff 
were young and inexperienced. It was 
premature to expect them to know the pro¬ 
blems of industry, much less to resolve them. 
This was not the only handicap. The 
counterpart expenditure not having been 
incurred adequately, there was hardly 
enough equipment. Little research could be 
planned in CMERl at that time [Annual 
Report 1%8, p 19]. 


Foreign assistance played an important 
role in the establishment of the CMERL The 
government of India approached the United 
Nations (UN) for help with equipment and 
other aid. Assistance commenced from 
January 1960 for a period of four years. The 
UN aid amounted to S 691,400 and was used 
to finance the purchase of basic equipment 
for the first few divisions, in addition to pro¬ 
viding technical expertise and advanced 
training abroafl to some of the staff 
members [CMERl, 1984b, p 7). There were 
II foreign experts including H Wright Baker, 
the chief technical adviser from the 
UNESCO (acting director, CMERl in 1962) 
and other scholars who came to HU the posts 
of technical advisers and chief mechanical 
engineers. Moreover, 7 Indian staff members 
went abroad for training during the first 
phase of the CMERl [CMERl, First Annual 
Report]. 

It was realised during 1963-64 that the 
thousands of industrial units spread 
throughout the nation needed an immediate 
solution of their day to day shop-floor pro¬ 
blems. In view of the large sixe of the coun¬ 
try and the large number of indastrial 
establishments, the task was considered 
beyond the capacity of a single research 
centre. With the aim of uckiing this pro¬ 
blem, the Mechanical Engineering Research 
and Dcvelc^ment Organisations (MERADO) 
were set up in Pune, Ludhiana and Madras 
during the year 1965-66. One centre, devoted 
mainly to the advancement of welding 
technology, was founded within the CMERl 
campus at Durgapur in August 1968. The 
fifth MERADO was established at Cochin in 
June 1976. The liaison office of CMERl in 
Calcutta began functioning from 1973. 
Assistance was .sought and obtained from 
the United Nations Development Pro¬ 
gramme for setting up these auxiliary units 
from 1967. The UNDP provided an aid of 
US $6,89,300 towards foreign technical 
expertise and fellowships for different 
regional centres. It also provided equipment 
and other machinery of the value of 
$ 2,11,000. The programme of assistance was 
for a period of four years [CMERl 1984b, 
p 14 and CMERl 1976, p 4j." K Scott 
Edwards, a professor of mechanical 
engineering from the US, was appointed 
chief technical adviser in 1968 for the 
MERADO by UNDP. 

MERADOs were supposed to be con¬ 
cerned with the less complicated problems 
of local industries and provide the follow¬ 
ing services: 

(a) survey of product-demand; (b) develop¬ 
ment and improvement of piquets and 
materials; (c) improvement of production 
methods and productivity; (d) standardisa¬ 
tion; (e) quality coturol; and (0 training of 
technical personnel.' 

Thus the CMERl and MERADOs were 
established explicitly with the twin objectives 
of development and diffusion of new 
technologies. The CMERl began to function 
with several divisions under its control.'^ 
The work of the CMERl is generally per¬ 


formed eitiier through coiMtontivedawtop- 
ment, i e, ipooioi^ work on bdialf of 
industTies or firms for the development of 
specific products, or through sdf-initiated 
programmes approved by Advisory Com¬ 
mittee. Consultsiicy services and evaluation 
of products and materials on the basis of 
request from concerned units are also under¬ 
taken. In practice a major part of its exten¬ 
sion work was, concentrated on rendering 
technical consultative services and or train¬ 
ing of personnel or students. 

The CMERl faced several administrative 
probilems from its very inception. During 
1968-70 some top level scientists including 
the then director M M Suri, wlio contributed 
to the development of tractor, scooter, 
moped, economic steel structures, etc, left 
the CMERl [Annual Report 1968-70, p 7], 
The CSIR is supposed to approve and review 
the project proposals of the CMERl. But the 
time and the opportunity the CSIR gets to 
evaluate any project proposal is generally 
very limited. The Public Accounts Com¬ 
mittee (PAC) (1983-84) of the Seventh Indian 
lok Sabha observed, that ‘as many as 2,165 
projects were reviewed at 156 meetings of the 
Executive Committee i e, about 14 projects 
at each meeting... (TMs). stftngthens the 
belief that the examination of the projms 
was casual and desultory’ [Lok Sabha 1983, 
p 8]. Although project planning, monitor¬ 
ing and evaluation cells had been created in 
four laboratories or institutes, in none of 
these laboratories or institutes were the 
cells manned with the minimum strength of 
experts needed. 

Table 1 gives expenditure and incomes 
from the year 1968 onwards. We find that, 
on an average, the total money received by 
the CMERl is about a fourth of the total 
expenditure incurred by the CMERL It is of 
course true that the contributions of a 
research institute or a R and D cannot be 
judged by. monetary returns alone Hence we 
also have taken into account the perfor¬ 
mances of the CMERl in terms of patents 
filed, product developed, etc, in Ihble 2 and 
3. Most of the products/proccss released to 
industry happened to be simple additions or 
attachments. The enthusiasm and energy 
that prevailed during the first half of its 
history were largely absent afterwards. 
During the period 1^6-77 to 1984-85, on an 
average only five products or processes of 
any importance were released annually. 
Again, a good proportion of the pro¬ 
ducts/processes released was not actually 
uised. 'This feature is found in most other 
CSIR laboratories. The Public Accounts 
Committee (1983-84) reported that till the 
end of 1979-80, eight laboratories/institutes 
of the CSIR had referred 295 processes to 
the National Research Development Cor¬ 
poration (NRDC) for commercial exploita- 
tion<.. (but) less than 50 per cent of the pro¬ 
cesses developed by CSIR were actually 
released for commercial exploitation and 
production had actually started in respect of 
less than 15 per cent of the processes (Lok 
Sabha, 1983, p 25-26]. 
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Ftom the 0«4EIU [1968] list of important 
producu devd(H>ed, we'fi^ that out of 23 
industrial machineries devtioped, only 17 of 
them were under collaboration schemes. 
Moreovm only 2 to 3 companies -col¬ 
laborated in most of the projects. Again, in 
case of quality control and ancillary equip¬ 
ment, a mqjor pofiion of the product.^ 
developed were not properly used. The firms 
are often sHakV about the marketability of 
the products or processes released by the 
laboratories. They feel insecure about the 
feasibility of the processes in Iprge-scale pro¬ 
duction as against laibpratory experiments. 
Again the*availability of foreign technology 
also induces ftrms to reject indigcfnous pto- 
ducts/processes without giving them a fair 
trail.'* Also very often the CMERl itself 
does not pursue the Arms to try the new pro¬ 
cess/products developed in its laboratories. 

If we go through the list of the names of 
the o^nisations which got technical con- 
sultancy/sid from the CMERl or MERADQ, 
Durgapur, we find that only a selected few 
companies are the beneftciaries against the 
vast number of small factories which could 
have been aided. Moreover it is very difficult 
to find out how many of the recipients of 
CMERl assistance are actually making use 
of it. There seems to be no procedure of 
keeping records of the actual utilisation of 
patents and licences." 

From our discussions with the concerned 
offtcers it was not clear whether direct 
assistance given to the local factories was 
really significant. The Annual Reports men¬ 
tioned the names of only a few local com¬ 


panies either from- Durgapur, Calcutta or 
Howrah as having any coflidioiation with the 
CMERl. The major portion of.small scale 
factories, register^ ortifii^ist^ed, suffer 
from lack of capital and markets. The 
CMERl itself cmi do little to ameliorate thq 
financial crisis or the marketing problems 
of the ftictories. But the technological pro¬ 
blems they suffer from rarely come under 
the purview of the CMERl. Thus the 
CMERl has not lived up to the objective of 
acting, as a guide to producing firms in 
respect of technology. The techno-economic 
problems which many factories faced from 
their inception are still continuing. The pro¬ 
blems within the CMERl contributed to 
alienation of the producing units from the 
research organisation. 

Until 1984, when the CMERl, Calcutta 
office prepared a report on the ‘Assessment 
of R and D needs of Howrah Small Scale 
Industries’, we find no reference to any 
survey on local factory level engineering pro¬ 
blems by any of the centres of the CMERl. 
Detailed surveys on techno-economic pro¬ 
blems of the entrepreneurs have also not 
been carried out. Most of the money spend 
by the organisation generally goes to cover 
the recurring cost including the salaries of 
the staff (see Ihble 1) and leaves only a 
meagre amount for other research activities 
such as expenditure for apparatus and equip¬ 
ment or survey. At present a considerable 
amount is spent purely on computer train¬ 
ing and thus the burden on resources has 
been further aggravated. 

With the inception of the MERADOs—- 


the extension service eeq^res—a large 
number of foreign experts came to the 
CMERl under UNDP or UNESCO schemes 
to render their services. Without doubting 
the competence of the experts, one can ask 
how, without much of a link with the local 
entrei»eneurs.^nd without much knowledge 
about the local problems of the areas, their 
advice could have lead to any long-term 
gains. The importance of learning and 
development of human skills within 
organisations has been underestimated. 

IV 

The CMERl and Engineering 
Industry in Howrah 

We will now turn to the engineering 
industry as it exists in Howrah—-a major 
ihdustrial district of West Bengal—in our 
effort to find out how much of an impact 
the CMERl, a national iiutitute, can have 
on actual production or development in 
industry. Howrah, as we know, was once 
called ‘the Sheffield of India' and played a 
significant role in the industrial development 
of the country. It is also located not too far 
(within 160 km) from the CMERl. These 
considerations led us to choose Howrah. 

The industries of Howrah district may be 
broadly classified into two groups—one, is 
the group of industries in which machinery 
and power are used and the other is the tradi¬ 
tional cottage industries. Factory industry 
includes jute mills, cotton mills and the tight 
or heavy engineering units. They together 
employ the largest proportion of the in¬ 
dustrial labour force in the district. Among 
the heavy industries, ship building and 
repairing have been important since the IBth 
century. The growth of modern industries 
in the district was greatly influenced by the 
development of the railways. The Second 
World War (1939-45) gave a further impetus 
to the growth of small and medium scale 
engineering industries of the area [Gazetteer 
of India, West Bengal District Gazetteers, 
Howrah, 1972, henceforth District Gazet¬ 
teers, 1972 and O'Malley, I909|. 

Engineering establishments form the bulk 
of the small scale industries of Howrah. 
They either produce or process a wide range 
of engineering products and function in their 
own light. They also serve as feeders and an- 
cillaries of the big industrial machinery pro¬ 
ducers [see the District Gazetteer 1972, 
Ch V|.'« 

According to the District Statistical 
Handbook Howrah, 1973-74 (produced by 
the Bureau of Applied Economics and 
Statistics, government of West Bengal). 
Howrah accounted for about 13 per cent of 
the total number of small scale units in the 
state." During the RBI (1964) survey it was 
found that there were about 1,168 produc¬ 
ing centres spread over an area of about 10 
square miles. One feature of the small, 
engineering firms in Howrah is their close 
interdependence with related firms. This is 
one of the reasons why despite congested 


Table 1: Income ano ExfENUiruRt ot the CMERl from 1968 Onwards 

tRs lakh at current prices) 


Year 


Expenditure 


Income 

Recurring 

Capital 

Total 

1968 (Upto March) 

16.60 

29.90 

46.50 

2.70 

l%8-69 

55.33 

32.35 

87.68 

4.09 

1969-70 

50.20 

21.86 

72.06 

3.96 

1970-71 

57.14 

21.60 

78.74 

5.55 

1971-72 

59.21 

17.71 

76.92 

,5.06 

1972-73 

64.59 

21.88 

86.47 

7.12 

1973-74 

76.81 

19.38 

96.19 

7.34 

1974-75 

98.44 

19.07 

117.51 

10.21 

1975-76 

111.53 

16.47 

■128.00 

12.90 

1976-77 

109.84 

18.21 

128.05 

24.74 

1977-78 

110.16 

16.15 

126.31 

33.70 

1978-79 

120.69 

23.66 

f44.3J 

36.61 

1979-80 

129.02 

24.53 

153.35 

39.45 

1980-81 

142.40 

19.09 

161.48 

37.52 

1981-82 

161.54 

33.42 

194.96 

38.81 

1982-83 

202.65 

33.86 

236.51 

96.84 (62.42) 

1983-84 

226.70 

25.89 

252.59 

106.48 

1984-85 

252.06 

29.74 

281.80 

49.68 


Noies^ 1 Annual Reports are available only from 1968 onwards. 

; 2 Recurring expenditure includes expenditure for payment of officers, establishment 
allowances, maintenance, etc. 

3 Capital expenditure includes expenditure on works, equipment, plant and machinery, 
furniture, etc. 

4 Data on total money received for the periods 1981-82 and 1982-83 have been collected 
from CMERl 1984(b). According to the 1982-83 Annual Report total earning however 
was Rs 62.42 lakh. The difference is due to the inclusion of the anticipated royalty 
due from NROC on CMERl processes. NRDC received Rs 79.75 lakhs for the CMERl 
know-how in 1983-84. 

Sourer. CMERl, Annua) Reports, various issues. 
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sunoundial*'* units are con¬ 

stantly oMfaig up in Howrah [District 
Gazetteer, 1972, p 219 ]. 

The organisation of the small engineer¬ 
ing industry of,Howrah is however one of 
its weakest points. According to a survey by 
the department of stadstics, Calcutta univer¬ 
sity, about 6S per cent of Ae factory sheds 
in Hotnah occupy an area of one katha 
( 0.016 acre) or less. Only'79 ouf of 1,675 
respon^Ung units were bigenough to occupy 
land 6«er a bigha (033 acre). More than hdf 
of the units survey^ Imd no cash in the bank 
[Bose et al 1970, Chapters 3 and 4]. The 
reality of these grim conditions was por- 
tn^ i^ain by another sup^ by the de^- 
ment of Economics of the same university 
[Ray and Chattopadhyay, 1979], 

lire Howrah engineering industry has 
been steadily losing ground for the last three 
decades. Most of the small engineering units 
in Howrah were dependent on the jute 
industry and railway wagon industies which 
suffered from recession and losses for a con¬ 
siderable tune.” The engineering units of 
the district also naturally faced recession. 

The newly emerging industries such as 
locomotives, automobiles, scooters, etc, 
demand metal equipment of a kind and 
quality which can be manufactured, if at all, 
with great difficulty by using the current 
stock of traditional machines in Howrah. 
One reason behind the fail of demand for 
the engineering firms of Howrah was their 
inability to supply goods according to the 
job speciflcations. However during our 
survey we found that the local units com¬ 
plaint about the tack of technological link 
with the big firms using their articles. 

During a survey (the first of its kind 
according to the CMERI) to assesr the 


R and D needs of the small scale industries, 
the liaison office of the CMERI, Calcutta, 
also found no consistent link of the CMERI 
with the local unit^ of Howrah and pointed 
out that *prior to 1976-77 CMERI’s em¬ 
phasis on small scale industries was not 
much noticed’ [CMERI 1980, p 10]. Accor¬ 
ding to the said CMERI 1980 survey (tak¬ 
ing 300 factories as sample units out of total 
3336 units during the year 1979) 62 per cent 
of the machines in Howrah were on an 
average 20 years and above in age; 90 
per cent of the machines were manually con¬ 
trolled.^ Stages of manufacture confirmed 
the prevalence of old and out of date 
technology in most of the factories. Accor¬ 
ding to the CMERI survey about 55 per cent 
of the factories were not aware of the ad¬ 
vanced technology in their respective field's 


of production. In almost ail the factories 
there was toul absence of knowledge about 
the in-prooess losses, quality uses, rate of 
production, operation troubles, machine 
defects, inadequacies and breakdown, etc; 
within and between different li^en of ibc- 
tory personnel.^ 

No semi-automatic or automatic process 
control equi|Hnent or modem testing equip¬ 
ment could be traced in any of the fac¬ 
tories.^ The lack of capital was found to be 
the main constraint, and the major forms 
of assistance expected by the factories were 
financial aid though there were also pro¬ 
blems in procurement of raw materials, 
training of personnel and in adoption of 
quality control methods [CMERI, 1980, 
pp 26-27 and CMDA 1977]. 


Table 3; Technicai Work Performed at MERADO. Duroapur from 1968-70 to 1984-85 


War 

Projects 

Pursued 

Projects 

Actually 

Completed 

Technical 

Consultancy 

Consultancy 

Actually 

Completed 

Product 

Process 

Released 

No of 
Persons 
Trained 

1968-70 

9 

3 

4 




1970-72 

12 

3 

2 



— 

1972-73 

15 

3 

10 

— 


41 

1973-74 

11 

1 

— 

— 



1974-75 

7 

5 

1 




1976-78 

9 

3 

1 

3 

1 

51 

1978-79 

10 

6 

2 

1 

1 

3 

1979-80 

7 

1 

1 

1 



1980-82 

5 

2 

2 

1 

— 


1982-83 

3 


3 

— 


— 

1983-84 

3 


5 

3 

— 

— 

1984-85 

3 

1 

— 


— 

— 


Notes: I The practice of maintaining separate performance records for MERADs is not consis¬ 
tent in the CMERI Annutd Reports. So separate data on pioduct/process released by 
MERADO, Dutgapur is not always available. 

2 During 1967-68 three patents were filed and one patent application was accepted. During 
the same period, 139 persons got trained in different aspects of welding (CMERI, 1976). 


Table 2: Numkrs of Patents, IPchnical Consultancy, etc, of the CMERI from 1968 to 1985 


Year 

Projects Persued 

Tbchnical Con- 

Product Process 


Patents 


No of TTainess 


Total 

Completed 

sultancy Performed 
Tbtal Completed 

Released or Made 
Ready 

Tbtal Actually 
Released 

Filed 

Accepted 

Sealed 

Trainees 

from 

Public and 
Private 
Sectors 

la*House 

IVunees 

1968 (March) 

242 


354 




.... 


... 



1968-70 (2 years) 

114 

54 

5 

— 

25 

8 

14 

20 

— 

53 

35 

1970-72 (2 years) 

87 

24 



36 

17 

13 

10 

— 

25 

40 

1972-73 

56 

10 

— 


10 

7 

8 

1 

... 

... 

30 

1973-74 

45 

14 



10 

5 

8 

— 


76 


1974-76 (2 years) 

52 

17 

18 


12 

6 

13 


... 

17 

30 

1976-78 (2 years) 

67 

33 

32 

— 

8 

4 

17 

1 

6 

33 

33 

1978-79 

54 

18 

11 

7 

4 

1 

4 

4 

2 

13 

18 

W9-80 

46 

17 

13 

9 

5 

5 

13 

11 

12 

11 

30 

(Computer) 

1980-82 (2 years) 

50 

18 

22 

16 

7 

7 

7 

2 

3 

118 

.... 

1982-83 

37 

6 

15 

12 

5 

5 


... 


14 

2 

1983-84 

26 

1 

9 

1 

3 

3 

3 


— 

... 


1984-85 

23 

7 

21 

11 

3 

1 




n -¥23 
(Computer) 



Notes: 1 Tbsting and evaluation services has not been included here. 

2 Sometimes name of the same products/processes released were included repeatedly in the Annua/ Reports (viz, power, cycle rickshaw). 

3 ‘Dash’ indicates no information in the Annual Report. 

4 Last two columns mention the number of personnel trained at CMERl in short-term courses on either mechanical engineeriiig or com¬ 
puter science Some of the data is incomplete (viz, 1982-83) because of non-availability of information. 

Source: Sune as Dible 1. 
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Difficultfea in Forging Linkages 

between Research Institutions 
and Firms 

Here we will focus on the problems of 
maintaining linkages between the engineer¬ 
ing industry and mechanical engineering 
research institutes. We will first take into 
account the views of the local entrepreneurs 
and experts in the engineering field and then 
we will discuss some other relevant aspects 
of this issue. 

According to an expert working in the 
machine tool unit of the CMERI, most of 
the factories of India do not bother about 
modernisation; naturally, they are not eager 
to come to the research organisations for 
acquiring knowledge of up-dated machines 
and technology. Protection to local in- 
du.stries and absence of competition from 
abroad have also aggravated the tendency of 
not turning to more productive and losver 
cost technologies even if the latter are more 
prontable in the long run. According to the 
same expert, these statonets arc true even 
for big plants such as the Durgapur Projects 
Ltd, the Durgapur Steel Plant, or plants of 
the State Electricity Board. In this situation 
it is very difficult to talk about the average 
life of the machines and absorption of 
new machines being developed through 
research institutions. So there is considerable 
difHculty in tracing out any worthwhile 
linkages between research organisations and 
engineering firms.^^ 

According to the said expert, the small 
companies generally do not come to the 
CMERI for the solution of their problems 
and CMERI rarely, if ever, approaches the 
factories on its own initiative with an offer 
to solve the technical problems of the small 
firms. The CMERI generally does not go to 
the local units to persuade them to use 
advanced knowledge or expertise though one 
section of the scientists of the CMERI— 
those working in the Product Development 
and Industrial Design Division—were able 
to introduce innovations in agricultural 
technology through their own initiative. New 
types of equipment such as low horse power 
20 HP tractors, paddy harvesting machines, 
paddy husk combustion cum heat exchanger 
were taken up by farmers gradually. 

The majority of the proprietors or 
managers working in the factories around 
Howrah have little knowledge of the func¬ 
tions and activities of the CMERI. In fact 
during an informal survey we haw not found 
any reference of communication or linkages 
between these engineering units and the 
CMERI. Some members of the staff of the 
CMERI argued that most of the entre- 
.preneurs of West Bengal were not educated 
in a true sense; so it was natural that they 
would be ignorant of the services that can 
be provided by the research institute. It was 
necessary to make a special effort to get the 
entrepreneurs to understand properly what 
they can get from the CMERI. 


In Howrah, most of the engineering units 
do not have the capacity to purchase new 
or advanced machine^ this must be true of 
most other small engineering units. But as 
we have seen, it. is not true that the com¬ 
panies are not interested in introducing ‘new 
techniques’. According to the CMERI survey 
[1980], about 80 per cent of the factories are 
interested in introducing new or advanced 
technology [CMERI 1980, Thble 6, p 231; 
CMDA [1977] also supported-this view." 
So while it is true that the lack of finance 
impedes the entrepreneurs’ inwstment in 
•new technology, the lack of knowledge of 
technical changes (where the CMERI can 
play an important role) also hampers their 
investment efforu in many places. 

HMT Ltd, Bangalore and Heavy 
Engineerip^ Corporation, Ranchi, are some 
of the major public sector units in the 
mechanical engineering Held. But unfor¬ 
tunately CMERI has little day-to-day link 
or co-ordination regarding R and D with 
these organisations. The National Research 
Development Corporation (NRDC) is sup¬ 
posed to be the marketing outlet for the 
CMERI or for other CSIR laboratories. 
However, the CMERI’s link with the NRDC 
has not always been smooth. There have 
been incidents of exodus from the CSIR 
laboratories including the CMERI, when the 
innovators felt that they want^ greater 
freedom or benefits to use their talents.^’ 
These problems hamper the effectiw transfer 
of technology to the potential users. 

So far we haw been concerned specifically 
about the reasons of lack of relations 
between CMERI and engineering units. We 
shall conclude by sketching some of the 
structural problems which lead to break¬ 
down of linkages between research institu¬ 
tions and firms in India. Ibchnology transfer 
through large scale or modern units to 
smaller units using second hand machinery 
is a major whicle of diffusion and growth 
in such. countries as Japan and China 
[Watanabe 1983, Sigurdson 1977] and to 
some extent in the case of some of the under 
developed countries [Hakam 1978], But this 
has not been found in India; and Howrah 
is no exception.Policies of building up 
two way communication between scientists 
and local entrepreneurs [Sinha 1984] or 
plans of dewlopment through learning by 
doing [Bagchi 1978] by scientists and 
technocrats are virtually absent in India. 

The problem has been no doubt aggrava¬ 
ted by the nature and content of the R and D 
expenditure. Here the R and D cost as a per 
cent of sales turnovn for the industrial 
sector was only 0.63 per cent in 1982-83 as 
compared with the rate of 3 to 4 per cent 
in a number of industrialised countries. 
Again the major share of the R and D goes 
to defence.*’ There is no reason for believ¬ 
ing in a direct relationship between innova¬ 
tions and R and D expenditure: Innovations 
depend on many more social, cultural and 
individual aspects than the mere size of the 
expenditure on R and D. However a critical 
minimum of R and D effort (threshold size) 


is essential for the development of a new. 
more efficient technique or for the moder¬ 
nisation of plants. 

According to the AIEI in 1984 about 74 
per cent of the total manufacturing units 
(i e, about 334 out of 732 number of col- 
laborations) borrowing technology from 
abroad are in the engineering group (AIEl 
1986, p 20 and p 237]. It is often olaimed 
that borrowed technology provides an ea-sy 
solution. But dependence on imported 
technology and on foreign firms can be 
costly in the long run and does not seem to 
have resulted in raising productivity in in- 
dusti^ as a whole during the past twenty 
years or so.** 

Lall et al observed in a different context 
that the multinationals are not interested in 
setting up big R and D projects in the LDCs 
[Lall and Mohammad, 1983]. The UNCTAD 
1983 survey also showed that the foreign 
controlled sample firms had not demonstra¬ 
ted the same keenness as domestic firms in 
establishing linkages with national R and D 
establishments.** So dependence on foreign 
sources does not seem to be the golden solu¬ 
tion for technological progress. 

R and D effort by Indian firms is not only 
hampered by the scarcity of funds or faith 
in borrowed technology but also by the way 
.science and technology is being taught in 
India. Visvanathan [1983] argued that 
.science policy has remained aloof and elite 
and impedes indigenous technology ad¬ 
vancement. Sinha [1970] observed that scien¬ 
tists of our nation came predominately from 
the middle class and the upper Hindu catites. 
According to him their (the Bhadralok scien¬ 
tists') structure of social experiences does not 
make them naturally interested in applica¬ 
tion of science in industry: the vocation of 
science is taken up mainly for getting a 
suitable role befitting a gentleman or for 
pursuing knowledge for its own sake. The 
major constraints on the proper develop¬ 
ment of science seems not to lie in the sphere 
of incompatible traditional values but in the 
limitations of techno-economic resources 
and in the pattern of socio-political control 
of the limited resources. These factors do not 
allow the effective development of the broad 
basis for scientific education in the primary 
and secondary levels and the effective utilisa¬ 
tion of higher research for the uigent 
requirements of the nation [Sinha 1970, 
pp 148-131, .see also Lok Sabha, 1983, p 27]. 
The ministry of education [1983] also 
criticised the pattern of education which 
results in loss of sensitivity to pain and 
poverty of the nation and a kind of snob¬ 
bishness which distances the products of the 
elite institutions from the reaiities of their 
environment. 

Kane, ex-director general of technical 
development, government of India com¬ 
plaint about the methods through which 
the chain of national laboratories was 
established after independence. He felt that 
the creation of laboratories for industrial 
research directly under the auspices of 
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govemment iiitetd of Iv the industriet 
themselves imd pursuit of research with 
funds drawn from government through the 
ministry of educaticm—unconnected with 
industries—has divorced their scientists from 
close contact with the needs of industry. 
Moreover scales and salaries hi the research 
laboratories are not adequate for attracting 
men with experienM. So research program¬ 
mes underU^n by the laboratories on the 
basis Of suggestions from their own scien¬ 
tists have not proved attractive to either the 
private sector or the public sector Hrms 
[Kane, 1969, pp 368-69].'Thus education 
policies and the infrastructure for diffusion 
of new technology was not congenial for 
effective transfer of knowledge from 
research institutions to firms. 

India is now in the middle of her Seventh 
Five Year Plan. But the thrust for R and D 
so much talked about in the press may again 
prove abortive if the tendency to impose 
technology and consultancy from outside or 
the tendency to assume that imported 
technology can be absorbed instantaneously 
without additive kdaptive investment, 
persists in future. 

1b sum up, in this paper we have tried to 
look at some factors retarding development 
of engineering technology in India. find 
that the links between the local factories and 
the research laboratories for the solution of 
day-to-day problems are extremely tenuous. 
Science and technology policies are based on 
faulty assumptions. The argument that our 
S and T policies are often divorced from our 
socio-economic needs unfortunately holds 
good in this case also. 

Notes 

[The author is obliged to A K Bagchi, 
S Chaudhuri, D Bandyopadhyay, MSS (Indian 
and A Chakraborti for their valuable com¬ 
ments, help and suggestions. Thanks are due 
to the staff of the CMF.RI Library and the Na¬ 
tional Library. However the usual absolution 
applies to all whom the author acknowledges.) 

1 See Smith [1776], first chapter, Solow 
[1956], Hahn and Matthews [1964] and 
Pesinoti [1959]. For a comprehensive survey 
see also Freeman [1974] and the Roy^ 
Economic Society [1973]. Marx [1887] also 
considered the importance of technology 
development under capitalism. 

2 Musson and Robinson [1969]; Timmons 
[1984] and WilUams [1973]. 

3 Less than 3 per cent of the world’s R and D 
expenditure and less than 13 per cent of the 
R and D scientists are engaged in develop¬ 
ing countries. They employ less than 2 per 
^t of their national income for R and D. 
^x nations spend almost 85 per cent of the 
Arorld R and D budget but 25 per cent of 
every dollar is H^nt on military techndogy 
[see Corman, IMI and various UN publica¬ 
tions on R and D expenditurc for military 
purposes]. 

4 See Mansfield [1971], Rosenberg [1976], 
Sigurdson [1977], Tilton [1971], Noble 
[1979] and Gibbons et al [1984], Desdi 
[1964], Chaudhuri [1973]. 

5..See tte ‘Tive Ibar Plan Diafts”, writings 


of Jawaharlal Nehru [1949 and 1953], Nan- 
da [1977], Rahman et al [1980]. 

6 The annual rate of growth (compound) of 
engineering industry in India as a whole 
dedined from (4.9 pef cent per annum bet¬ 
ween 1951 and 1965 to 3.7 per cent during 
1965 and 1978 and it further declined to 3.6 
per cent between 1965 and 1983 [see Dey 
1980 and 1985a]. 

7 AIEI, includes the basic metal and alloys 
industries, manufaauiing of products 
and parts, machine tools and parts, trans¬ 
port equipment, electric machinery ap¬ 
paratus, medical, surgical and scientific 
equipment, photographic and optical 
goods, musical instruments, watches and 
docks, electric repair shops, repair of motor 
vehicles, watches and clocks under the 
engineering industries category. 

8 Banerjee [1982] has shown, using data from 
the Annual Survey of Industries, how the 
relative share of sdected industries such as 
manufacturing and engineering industries 
in West Bengal declined after 1965 in term 
of value added. See also Oupta [1985, pp 60 
and 63], and AIEI [1986] for state shares 
[pp 48-49]. 

9 According to a census in 1968 it was stated 
that about 36 pir cent of total machine tools 
in India were as old as 10 years or above 
10 years [CMTl, 1968]. The journal of the 
Federation of Indian Chambers of Com¬ 
merce and Industry observed, ‘Indian 
industry today is up against obsolete 
technology, low productivity and loss of 
competitiveness in the world market. In this 
situation the need for modernisation is 
imperative^. Modernisation here implies 
keeping abreast with latest developments in 
the techniques of production [Economic 
Thends, Vol XI, No 14, July 1982, p 5]. See 
footnote 23 as well. 

10 'Research and development directed towards 
continuous improvement of indigenous 
technology, adapmtion and development of 
imported technology is one of the objectives 
for which the CSIR wa.s established |Lok 
Sabha, 1983, p 2]. For a brief history see 
also EPtK August 23, 1986, p 1511. 

11 There is some inconsistency about the state¬ 
ment of the exact amount of UN aid. 
Elsewhere it is mentioned that UN approved 
$ 10,50,000 for establishment of the 
MERADO centres and upto April 1972 aid 
of $ 72,500 was made available [CMERI, 
1984b, pp 5 and 6 also CMERI,'Annual 
Report, 1968, pp 12-13]. 

12 Those Technical Divisions ate: (1) Applied 
Mechanics, (2) Applied Science, (3) Auto¬ 
mobile Engineering, (4) Heal Pwer and 
Itefrigeration. (5) Materials, (6) Product 
Development and Industrial Dmlopment, 
and (7) Production. Engineering. Tn the 
origirial plan it was envisaged that CMERl’s 
work would be organised under six broad 
visions. The number of divisions, however, 
had increased to 19 by 1968. With the result 
it was difncuh to co-onhiiate the activities; 
the scientific sub-committee in July 1969, 
recommended regrouping of laboratories 
under the said 7 techn^ divisions (Annual 
Report 1968-70, pp 8-9). The research divi¬ 
sions are support^ by service divisions, viz 

(I) Workshop, (2) Technical information 
and liaison, (3) Administration and 


accounts, (4) Mainterumce, when as the 
R and D Infrastructure of all the regional 
centres is organised under four major divi¬ 
sions such as, (1) Research and design, 

(2) ’Rating, evaluation and consultaiKy, 

(3) Workshop, (4) Tfechnical information, 
industrial liaison and library division 
[CMERI. 1980b, pp 2-4]. 

13 During 1968 the CMERI received a prize 
for inqwrt substitution for the development 
of Head Loop paper insulatiii|g machine for 
cable industries. The numbn of projects 
pursued by the CMERI was also large till 
the first half of the 1970s. 

14 The Public Accounts Committee (RM^) 
observed, Either the processes developed by 
CSIR were not selected prepay after taking 
into account the requirements of industry 
in the country or the CSIR has not been 
able to inspire the requisite confidence of 
the users regarding the utility of its pro¬ 
cesses. .. there is a need for the CSIR to 
have a better rapport with die industry’. The 
two other problems the committee also 
noticed were: (1) The public sector under¬ 
takings in the country were not fully utilis¬ 
ing the facilities developed in the CSIR 
laboratories, (2) Dumping of imported pro¬ 
ducts when Indian entrepreneurs ate about 
to go into production [Lok Sabha, 1983, 

p26]. 

15 Public Accounts Committee (PAC) also 
noticed this and advised the NRDC to keep 
proper records [Lok Sabha, 1983, pp 25-28]. 

16 H>r details see also Bose et al [1970], RBI 
[1964], Sinha [1984], Owens et al [1977] for 
an anthropological study of the entre¬ 
preneurs. Mukhn'jee, et al [1985] presented 
a survey report on the iron and steel using 
manufacturing units in CMDA area in-: 
eluding Howrah district. 

17 The number of small scale industries 
(employing 5-9 persons with the use of 
power and 5-10 persons without any use of 
power and having investment in plant and 
machinery not exceeding Rs 7.5 lakh) was 
977 against the state total of 7,613 in the 
year 1971-72. Among these industries 
manufacture of metal products except 
machinery and traruport equipment was by 
far the most important. The number of 
registered factories working in the district 
was 1,231 in 1974 [Handbook, Howrah, 
1973-74]. In 1976 thm were 1,234 factories 
of which more than 40 per cent were 
engineering units in Howrah [Handbook, 
1976]. 

18 The greatest concentration of the machine 
shops is on the Belelious Road branchity 
off from the Grand Think Road (nonh) to 
the west [iXstrict Gazettem How^ 
summarised the RBI (1964) Report]. CMDA 
survey witnessed 500 registered and 400 
unregistered small-scale factories on 
Belelious Road and roads joining, it 
[CMDA, 1977]. 

19 See the profit and loss accounts of the Jute 
Mills of Howrah in the Bombay Stock Ex¬ 
change Directory, Vol IX and Annual 
Reiwrts of the Bureau of Public Enterprise; 
Ministry of Finance for Burn Sundard 
CompMy. 

20 Acco^ng to accounting convention the life 
of machinery it around 10 years after which 
it considered to be obsolete. RoyandChat- 
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iopwlliyiy [lf78] uw tiMt the major pan 
of the factorwt are 26 to 30 yean old. 
CMDA (1977] expreesed that more than SO 
per cent of the registered factories com¬ 
plained about the lack of adequate machi¬ 
nery for produaion [CMDA VHl, Thble 8A, 

21 Rack [1981] discussed some of the usual pro¬ 
blems of small-scale factories producing 
capital goods in the less developed 
countries. 

22 According to the CMERI survey among the 
major causes of unwillingness to introduce 
new or advanced technology were lack of 
capital (in 60 per cent cases) and unwilling¬ 
ness to incur high initial investment (13 per 
cem). Only 7 per cent were not just in¬ 
terested in new technology (CMERI. 1980, 
p23l. 

23 The allegation ol use of old and worn-out 
machines instead of introduction of any 
new machine.s is supported by a census on 
machine tools conducted in 1985 (C'MTI, 
I986|. According to that census ‘the share 
of machines older than 20 years has increa¬ 
sed from 16.1 per cent in 1%8 to 21.6 per 
cent at the end of 1985. During the same 
period the number of machines between 
10 to 20 years of age has gone up from 
21 per cent to 31 per cent of the total 
number and that of machines less than 10 
years old has come down from 64 per cent 
to 47 per cent (CMTI. 1986, p 6|. Again 
many big companies in the engineering field 
.shift from old machines to advanced 
imported machines and thus avoid the pro¬ 
cess of ‘learning by doing' altogether. One 
cannot ignoic the problems of such depen¬ 
dency by saying that Indian entrepreneurs 
are shy of research and development acti¬ 
vities of the engineering research institutes. 
However, the shortcomings of the re.search 
institutions themselves will be discussed in 
subsequent section. 

24 Sinlia in the context of the question of 
adaptation of modern technology by the 
rural people, observed, ‘our survey indicates 
that there is no evidence that the rural 
people are tempeiamcnially resistant to 
modern science and technology when these 
are brought within their economic, social 
and cultural control in the context of the 
environmental and socio-demographic 
situations on the ground [Sinha r984, p 
187], i-vans, however, emphasised cultural 
barriers against technology transfer [Evans, 
1979). 

25 The Public A,pcounis Committee (PAC) ex¬ 
pressed its concern at the lack of co¬ 
ordination between the CSIR and NRDC. 
According to the CSIR and NRDC agree¬ 
ment tt was expected that the CSIR would 
liaise with NRDC for the purpose of know¬ 
ing whether and the extent to which the 
results of research passed on to NRDC were 
being utilised. But the NRDC did not sub¬ 
mit any report nor did the CSIR ask for 
such reports. The NRDC did not even send 
data on production and xales on the basis 
of which (he CSIR could check the correct¬ 
ness of ihe'ppyalty payments figures [Lok 
Sabha, 1983, pp 27-28). Regarding the 
environment of research it is however dif¬ 
ficult to guess here whether the lack of 


. scope for representation by young icientiitt 
have also aggravated the situation [Ibid, 
p33]. 

26 In a study by ftpoia and Mathui'[l983) h 
was observed that among 341 units in the 
metal engineering industry in Kanpur, 
India, only 56 units reported technology 
linkages of some kind with other firms [see 
Watanabe, 1983, pp 1404«l and 166-167). 
From a study by the government of India 
(Report 1973) ‘working group’ on organisa¬ 
tion Of R and D within the public sector 
and relationship with the national labora¬ 
tories in the engineering section we see that in 
1973 only 4 units out of 14 engineering 
organisations had any type of relationship 
with national laboratories, 8 had their own 
R and D depaitmenu but only one unit had 
its own R and D directorate. The situation 
has improved to some ectent in terms of 
R and D establishments of the industries 
but (he fragmentation of R and D efforts 
within (he public sector renders them largely 
ineffective [Bagchi, 1982b). 

27 News item in Economic and Political 
Weekly, Vol 20, No 2, January 12, 1985, 
p 42. For further details on R and D expen¬ 
diture on machinery, machine tools and 
other units see government of India, 
1976-77, 1978-79 and 1980-81. 

28 Cost benefit analysis can be used by a firm 
for allocating investment funds for carrying 
out its own R and D as again.st technology 
acquisition through collaboration agree¬ 
ments. But such analysis is less useful with 
respect to the continuous acquisition of 
technology when the potential learning and 
consequent reduction in researah cost in the 
long run have to be taken into considera¬ 
tion (Subrahmaniam, 1984, pp 263-65). 

29 In connection with a comparison between 
Brazil, India and Japan in respect of bor¬ 
rowed technology in iron and steel industry 
Ono remarked that non-adapted borrowed 
technology tends to lower labour’s relative 
share and also to- restrict employment 
opportunity in modern sector of the LDCs 
(Otto, 1981). Lall ei al (1983) found no 
po.sitis'e relation between foreign ownership 
and technology export. Chenoy [1985] 
showed bow technology diffusion via 
multinationals is an illusion in the drug 
industry. 

30 Bagchi elsewhere also observed that ‘the 
controversy a^ to whether foreign or local 
enterprises are better at adapting techniques 
to local conditions seem to be of only 
marginal significance for both groups 
follow highly alienating techniques and 
adaptation takes place only in peripheral 
occupations. The education system is also 
generally geared towards the production of 
a small group of rulers for the class ridden 
society and of scientist and technicians 
whose expertise can usually be utilised only 
in operations and enterprises characterised 
by techniques developed in advanced capita¬ 
list countries. The solution ties not with the 
policy of planning for capitalism’ [Bagchi, 
1982, pp 248-49). Bagchi (1985) feh that the 
primary aim should be to absorb and 
diffuse the basic technologies needed to 
upgrade productivity in agriculture, essen¬ 
tial producer goods, transportation and so 


on. Regarding some of the mgibr problems 
of pursuing self-tdiance see Bagchi [198t 
and 1986]. 
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DISCUSSION 


Concurrent Evaluation of IRDP 

G Thimmaiah 


IN his response to my comments on A P 
Saxena's article on ‘Concurrent Evaluation 
of IRDP’, J George has maintained that I 
have failed to perceive the value of Saxena’s 
points raised in his article and therefore he 
has passed the judgment tha^ I have not 
added anything nets' to our knowledge about 
the weaknesses in the implementation of 
IRDP. He has gone on to elaborate the 
administrative lacunae involved in the imple¬ 
mentation of IRDP by drawing upon the 
experience of Rajasthan’s administrative set 
up. 

George has tried to deliberately ignore the 
specific points which I have raised. This 
shows either his incompetence in understan¬ 
ding the points I have raised or dishonesty 
in appreciating others point of view. 

1 pointed out that concurrent evaluation 
is useful only if the findings are used for 
midcourse correction in any programme. 
Otherwise, it is as good or as bad as ex post 
evaluation which Saxena was denegrating. 
Besides, I presentech the implications of 


roads without bothering about the spatial 
distribution of the needy poor Itads to 
neglect of poor people located-in interior 
areas particularly in hilly areas. 

Seventh, failure to probe into the details 
of lack of co-ordination between the IRDP 
implementing agency and delivery of the 
part of the asset leads the researchers to 
jump to the conclusion that it is due to 
corruption. 

Eighth, the rate of proper utilisation of 
IRDP assistance being higher among women 
beneficiaries helps us in giving a prominent 
role for women in the economic develop¬ 
ment of families. 

The most important point that “we got 
from ISEC study was that politicians have 
played a negative educative role in promis¬ 
ing the benefleiaries that they do not have 
to bother about repayment of IRDP loans 
as they will convince the government to 
write-off so long as they support a particular 
political party. This kind of miseducation 
is common to all political parties. George 


refers to Desai’s article which does not bring 
out this aspea. Mere reference to ‘vested in¬ 
terest’ does not bring out the negative role 
played by politicians. The term 'vested in¬ 
terests* refers to the cornering of benefits by 
powerful people in rural areas. But in our 
case, political leaders were nqt cornering 
benefits but were giving support to poor 
beneficiaries for not repaying and/or not 
properly utilising the assets given to them. 
Consequently, the poor have gotten into a 
tendency to depend perpetually on govern¬ 
ment assistance for their economic survival. 
This has not been pointed out by researchers 
for reasons not known to us. 

If all these points do not add to our 
knowledge about our understanding the 
implementation of IRDP, then George can¬ 
not escape from the charge of cither being 
incompetent or dishonest. The reference to 
the study by V M Raoand Erappa does not 
make sense, because that paper has mainly 
concentrated on the diversification aspect of 
IRDI* and'their paper and my comments 
were complementary to each other and were 
discussed in a common seminar where senior 
administrators in rural development of the 
government of Karnataka were also present. 


ISEC findings on various points raised by 
Saxena. First, mere selection of beneficiaries 
through gram sabha meetings alone will not 
ensure ineligible beneficiaries being selected 
as gram sabha meetings may not prevent in¬ 
eligible but powerful people silencing any 
opposition in the existing socio-economic set 
up of rural India. Second, the researchers 
relying on the data collected through ques¬ 
tionnaire on the amounts of loans sanction¬ 
ed and repaid are not reliable, because of the 
pressure on banks to show impressive targets 
of loans sanctioned/recovered. The banks 
would sanction less than the maximum 
amount and adjust the remaining as repay¬ 
ment of loans. This phenomenon has not 
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been pointed out by earlier studies. Third, 
the claim in the annual report of the DRD 
that 78 per cent of the beneficiaries arc 
reported to have received adequate assistance 
fails to understand the phenomenon of the 
rural poor trying to accommodate them¬ 
selves to a given poverty level. Fourth, the 
success or failure of utilisation/non¬ 
utilisation of loans depends upon the vary¬ 
ing perceptions of beneficiaries vis-a-vis 
the implementing agency about proper 
utilisation. 

Fifth, the absence of administrative 
flexibility to link the scheme to the varying 
needs of the poor beneficiaries leads to non¬ 
correspondence between the requirements of 
(he poor and the predetermined schemes 
under which the IRDP assistance is avail¬ 
able. This leads to ineligible people getting 
inappropriate assistance and the consequent 
misutilisation of the assistance. 

Sixth, the selection of beneficiaries being 
confined to the niirness to the accessible 


Census of Foreign Liabilities and Assets 

Reserve Bank of India have launched the census of India's foreign 
liabilities and assets with reference date as March 31,1987. The prescribed 
questionnaire forms have also been mailed to all economic units such 
as joint stock companies. Government companies, commercial banks, 
insurance companies, statutory corporations, etc. While the response to 
the census so far-has been encouraging, some of the companies are yet 
to furnish these data to Reserve Bank. These companies are, therefore, 
requested to forward the completed questionnaires to the Director, 
Balance of Payments Statistics Division (FIS), Department of 
Statistical Anaii^s and Computer Services^ Reserve Bank of India, 
P.B.NO 16604, Garment Houses Dr. Annie Besant Road, Worli, 
Bombay • 400 01B without any further d^lay. 

While it is obligatory on the part of all concerned to furnish such 
information to the RBI, the Bank assures that the information relating to 
individual companies collected under this census will be kept confidential 
and will be used for the purpose of above census only. 
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Ecology and Development 

Ecology movemenu in general, and those in India in particular, need to 
be analysed against the background of the forces of economic 
development. The various dimensions of social hiovements—for 
survival, for democratic values, for decentralised decision-making at 
local levels—are all components of the ecology movements. While at the 
local level they may demand better management of forests in mountain 
catchments or better conservation of water in drought-prone areas, on 
the whole they are slowly progressing towards defining an 
alternate model for economic development. 1223 

Electronics in Kerala's Industrialisation 

Kerala’s electronics industry needs to be flexible in readjusting its 
product-composition and organisational structure consistent with 
national policy. In an environment biased in favour of liberalisation and 
greater play of market forces, the regional industry would have to make 
suitable changes in its strategy, including its dependence on the 
state sector. 1233 


Constitutional Fetishism 

A constitutional fetishism has taken 
over in India. Any action, no matter 
how reprehensible, is deemed 
legitimate if the constitution provides 
for it or appears to provide for it. 
And the middle classes have a 
special place in this manipulation of 
consciousness through constitutional 
window-dressing. 1211 

The Demand Managers 

Economists in government, especially 
in the planning commission, the 
finance ministry and the Reserve 
Bank, are apparently divided into 
two schools: those who believe in the 
possibility of 'demand management* 
through control over the volume of 
bank credit to the private sector; and 
the supply side economists who 
believe that it is possible to give a 
big boost to output even in the short 
run through diverse policy 
adjustments, including liberalisation 
of investment procedures and 
import control. 1198 


India as Exporter of Capital 

Ihdian industry, is claimed to have 
technologically come of age, 
offering a wide variety of all but 
the latest technology and even 
exporting it to other third world 
countries as a shining example of 
'south-south’ co-operation. But to 
what extent has the technology 
acquired been assimilated and 
adapted so as to make possible 
export of it in a later period? And 
what is the nature of the technology 
that is being exported and how far 
is such export allowed by the 
terms of coUaboimlonT Un 


Perestroika in Agriculture 

Agriculture occupies a key place in 
the whole perestroika struggle in the 
Soviet Union because it is one of the 
few sectors where quick results can 
be achieved and Gorbachev needs 
some visible results from perestroika 
if he is to overcome scepticism 
and hostility towards it. At the 
same time,' readinjg of the Soviet 
central party press makes it clear 
that perestroika in agriculture 
is a very controversial matter 
on which different standpoints 
exist. 1208 

Banking and Finance 
under Colonialism 

The long-awaited history of the 
evolution of the State Bank of India 
by Amiya Kumar Bagchi arrived last 
year. Historians of the modern 
period, as well as those with special 
interest in the historiography of 
colonialism, will welcome this work 
as it promises to provide an insight 
into the working of colonialism in 
the spheres of banking and H nance. 
They will eagerly await for the 
further volumes of this massive 
research effort. 121S 


On the Wings of 
Communalism 

To understand the recent communal 
violence in Pune, Aurangabad and 
other places in Maharanitra one has 
to understand the way the Shiv Sena 
has been aggressively trying to 
penetrate into the interior of the 
state and has been planning to 
capture municipi^ties and gram 
panchayiu. 1210 


LETTER TO EDITOR 


A Framework for 
Women’s Studies 

I REFER to the perceptive article by 
Maithreyi Krishna Raj in the issue of 
April 30. Reading it, one finds that while 
there is certainly much to stimulate and also 
to applaud, there is also the opportunity for 
some friendly counter thrusts. 

lb start oil. knowledge hardly ever leads 
to action. It is will backed by power that acts 
in a direction of reaching .satisfaction 
according to some internal values. (Raj refers 
to this reality in the concluding part of her 
paper.) If the will and the power to act exist, 
knowledge can provide an analysis of the 
effects among choices for action. The better 
the extent and ({uality of knowledge, the less 
the risk to internal values from exercising a 
choice. Therefore all sincere studies help. All 
honest methodologies help. None need be 
ruled out. 

Committed scholarship is essential for 
reform, but is extremely raie on the ground. 
If a funding agency has a preferred topic of 
study and is also lucky enough to get a com¬ 
mitted scholar to work on it, the scholar 
could perhap.s expand his or her studies to 
cover seemingly peripheral, but socially rele¬ 
vant areas. Hopefully these peripheral 
studies may lead to a further detailed study 
of a topic as a core issue, hut which was 
initially perceived as peripheral, and so on. 

Next, when Raj states that women and 
their problems arc more visible, there ought 
to be a chorus of grateful as.seni from 
persons—like me—crawling out of male 
chauvinism. But why link this visibility— 
or lack of it—to cash? Is it not a little sweep¬ 
ing to state that the “entire range of activities 
related to human survival are ignored and 
not valued”? I think this position is an im¬ 
posed deduction arising from the constraints 
of logic, merely because the token of 
recognition is ‘rigidised’ as cash. One can 
cite an extreme, and perhaps a bad example 
of cashless primitive societies still surviving 
in remote locations in the jungles of Sarawak 
or Amazon Valley. 

My perception is that in any income 
group, the ‘median’ of behaviour does not 
show a gross difference in personal con¬ 
sumption between adult male and female 
partners of a pair, in those social groups 
where pair bonds for lifetimes are the 
accepted and observed norms—that is the 
bulk of Indian society. (The term ‘marriage’ 
would certainly make the sentence less 
pedantic but it is safer to be valorous 
discreetly.) 

Any such discussion will have to consider 
the reverse cash flow in securing the basic 
needs of food, clotiting and shelter at the 
poorest end, and oAwards through cosme- 
ticftv fashion hAli^lavc «« nnd» 


moves up the income scale. 

To repeat, the point of unfair valuation 
in cash terms would arise only if, in the 
di.stribution of available potential of expen¬ 
diture in cash at the disposal of the family, 
there is signiUcant imbalance favouring the 
adult male at (he cost of the adult female. 
Even in those nuclear families where both 
male and female partners have to leave the 
dwelling place to go to work for cash in¬ 
comes, the exploitation of women is more 
in rcfu.sal to share fairly the work load of 
housekeeping, than in distorting the shares 
of expenditure. 

(To forestall possible criticism it is useful 
to state that cases of gambling, drunkenness 
and drug addiction of the working male, 
with resultant ill-treatment of wife and 
children, fall in the 4 or 2 sigma group. 
The reverse stereotype of the in.sensitive 
shrew is also in the 4 or - 2 sigma group. 
In the ab.scnce of hard data, one has to go 
on extrapolation of impressions. Any fair 
head count by the reader of her (or his) 
acquaintances, friends and relatives would 
establish the validity of this position.) 

As an aside, a reference to art and 
craft; a mere teiminoiogical issue. The 
crafts!man)ship of the artist and the artistry 
of the crafts! man) are inseparable. One 
cannot exist without the other. The terms arc 
not gender specific. It at all, on the average, 
a woman is more artistic in daily life than 
a man. 

One would like to remember and repeat 
what Raj states about the objectives at 
universities. The only shift of emphasis is 
that absence of hierarchy et al will apply to 
all sensible educational systems and not 
merely to Women’s Studies. 

Women’s Studies cannot he just a faculty 
with its own ‘apparat’ in a university, any 
more than men's studies can be. Humans 
have to .study the human condition and free 
operation of creativity in intellectual effort 
IS desirable in all studies. By stipulating that 
Women’s Studies require a good and free 
system in an academic milieu for effective¬ 
ness in the pursuit of such studies, one runs 
the risk of marginalisation of these studies — 
the very risk that Raj warns against. This 
risk arises because all study groups (in¬ 
cluding those engaged in studies of physical 
systems) strive—vainly at present—towards 
these desirable objectives of free enquiry 
mentioned by her. 

In the ultimate analysis, one does what 
one can within the means and opportunities 
available. This is not to say that things 
should not be changed. I have not seen any 
statement more economical in words than 
that of Raj in defining the relationship bet¬ 
ween activity and research. Once again her 
proposition is of excellent general validity 
well beyond Women’s Studies. 

After genuine applause, dissent again. In 


talking of religious rituals, one has to tread 
very warily, particularly for |»ycholQgical 
religions iilu Hinduism. As both precept and 
practice are woefully deficient in the bulk 
of the population, rituals may degrade to 
superstition; but this does not mean that 
rituals are not in the interest of the practi¬ 
tioner men or women. 

When all is said and done, arid in spite 
of culture specifle factors, it is a fact that 
in the physiological and psychological needs 
of women and the needs of men there are 
broad similarities as welt as sharp differen¬ 
ces. Global statements applicable to men and 
to women are valid in areas of similarity. In 
-areas of differences separate approaches are 
necessary. 

Inequality, exploitation and oppression 
are endemic in all societies. Valiant inter 
vention in cases of despicable violence to a 
woman is likely to lead to success or failure, 
just as valiant intervention in the case of 
cruelty to a man might lead to success or 
failure. Social mores create different degrees 
of acceptance of such cruelties. In the case 
of a woman the operative factor behind 
cruelty might be avarice and the power, 
deriving from an unequal social organi.sa- 
tion between the individual and the family; 
in the case of a man it could still be avarice, 
the power to inflict cruelty stemming from 
an unequal social organisation over the 
means of production. Reformers, when 
intervening, run the risk of frustration and 
perhaps physical injury. 

Women do not form a homogeneous class 
of the exploited. Some women exploit other 
women (particularly economically disadvan¬ 
taged women) as unconcernedly as some 
men exploit other men and women. General¬ 
ly humans adapt to systemic difficulties and 
opportunities for maximising advantage and 
minimising disadvantage. Ethics in such a 
situation is very much an individual’s choice 
deriving from depths of conditioning and 
thought. There are some uniquely nasty 
features about the exploitation of women in 
this country, as there are some uniquely 
nasty features about the exploitation of the 
poor in this country. 

Women’s studies, set in the background ol 
the feminist movement, should increasingly 
emphasise that they arc searching for causes 
and remedies of one segment of the ex¬ 
ploitative system. One cannot take a position 
that there are special factors that take such 
studies outside the framework of studies of 
exploitation in all forms. Reverse gender bias 
is no cure for existing bias. 

The dream that sustains effort is that it 
would be possible for all individuals— 
women or men—to be harmoniously free in 
a co-operative society. 

S Sarath 
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More of the Same 

T he proponents of the supply side view, that industrial 
licensing and a whole host of government politics ot tht 
past basically stood in the way of expansion of the country s 
industrial sector, arc naturally claiming that the relatively high 
rate of industrial growth since 1984 85 (8 6 per cent in 1984 85 
8 7 per cent in 1985 86 and 91 per cent in 1986-87) vindicates 
their thesis on the causes of deceleration oi industrial growth 
alter 1965 The latest dilution of industrial licensing lust 
announced by the government has to be seen in this context 
All 'ndustrial investments by non MRTP and non FbRA 
companies up to a limit of Rs 50 crorc in backward areas and 
Rs 15 crore in other specified areas have been exempted from 
licensing The earlier limit was Rs 5 ciorc Project' where the 
foreign exchange requiicment lor imported raw materials (othci 
than steel and other specified items) and components is up to 
30 per cent of the value of e\ factorv production fiom the first 
year of commercial productic 1 will not require to obtain a 
licence The earlier limit was 15 per cent of the value of tx factors 
production or Rs 75 lakh per annum whichever was less T here 
has also been a leduction in-the numbei of industries foi which 
licences have to be compulsorilv obt lined from 56 to 2'* It has 
been reported that some ot the govcinment s key advisors on 
economic policy had sugj,cstcd that the licensing system be 
retained only foi MRTP and FPRA companies and fdr piojects 
involving an investment of more than Rs 50 crorc But the 
governmei t finally opted tor a compioinisc between those who 
favour the retention of licensing (in oidci to keep the system 
of patronage intact) and those who want that eventually market 
forces and competition between capitals should determine 
resource allocation 

li IS bv no me \ sell evident that the apparently high 
industiial giowth rates since 1984 85 can be linked to the 
changing cco lomic environment of business More questionable 
IS the belief that if the process of economic liberalisation is 
extended fuithci these levels of growth of industrial produc 
11 in can be sustained I list one must qualify the appearance 
ot high industrial growth rates in the past three years by drawing 
attention to the new index of industrial production (base 
1980 81 = 1(X)) which gives a higher wcightage to the so called 
‘sunrise industries such as electronics, telecommunications, 
petrochemu xls automobiles etc, and also seeks to cover a 
segment of the small scale ector where the data base is weak 
Secondly, production in the so called sunrise industries mvanably 
has a high import content As a result it is reasonable to assume 
that the rise in value added by manufacture has tended to lag 
behind the growth ot the value of industrial output which is what 
the index of industrial production reflects Thirdly, the terms 
of trade between agnculturc and industry in the eighties have 
turned in favour of the latter and there is reason to believe that 
a sizeable shift of uicomes has taken place in favour of the urban 
nch The short term changes in the industrial growth rate 
witnessed in recent years no doubt reflect this development no 


less than the impact ot the so called liberalisation of economic 
policies Fourthly in some industries hke cement and commercial 
vehicles theie were ovei optimistic expectations and as a result, 
substantial new capacity has come into production The 
inevitable growth of inventories and under utilisation of capacity 
have already brought in their train a decline in the rate of 
investment in these industries 
Even if It IS conceded that industrial growth has picked up 
the composition of private investment needs to be noted In a 
note on new industrial policy initiatives prepared by the Planmng 
C ommission last year it was pointed out that “much of the 
proposed investment bv the private sector in the last two years 
IS in the areas of telecommunications consumer electronics and 
petrochemicals and in the automotive sector In spite of licensing 
policy liberalisations no MRTP company, tor instance, has come 
up with investments in the machine tool industry since May 
1985 I he Planning C ommission also noted that ‘investments 
in consumer products based largely on impoitcd components 
and penultimate stage law materials seem attractive because ot 
low capital costs and quick icturns Howevci investment is not 
as foithcoming in higher priority activities wh^re large 
investments and a substantial technological effoit are required 
Demand uncertainties and a long pay oil period compound these 
problems 

India IS now following a path of de-velopment which is geared 
to satisfying the high levels of consumption of a minoiitv of 
Its population The basket of consumer goods requited by this 
minority, no doubt requires a complex process of industtialisa 
tion to be domestically produced I his process is, howevet, being 
cut short bv resorting to import of the capital goods and 
components rcquiicd in the production process The government 
on Its part is doing its best to gear demand to supply through 
fiscal income and credit policies We are unashamedly squander 
ng resources tor the superfluous consumption of the rich 
minority and it is this more than anything else that has made 
possible the recent high growth rales of industrial production 

The question is whether this path ul ‘development’ can sustain 
high rates of industrial giowth in the long term Already there has 
been some deceleration in industrial growth in the latter half of 
1987 88 The quarterly grqwth rates of industrial production in 
1987 88 are Apnl June 11 5 per cent, July September II per cent, 
October December 7 2 per cent and lanuary-February 2 7 per 
cent No doubt, this will be sought to be explained paitly as the 
impact ot last year s drought, but unmistalrably the longer-term 
demand constramt seems to be coming to the fore Basically, like 
all underdeveloped capitalist economies, the Indian economy too 
has a long term tendency towards stagnation due to the insutti 
ciency of demand for consumption goods which is the result 
of the deep poverty of the mass of the population This section 
of the people are excluded from the gams of whatever (inherently 
unstable) accumulation that does take place as also the benefits 
that accrue from the adoption of imported technology 
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RELIGION AND POLITICS 

Bankrupt Response 

THE recently promulgated central 
ordinance on misuse of religious institu¬ 
tions is either an act of desperate confu¬ 
sion or a piece of crafty guile. If the 
government really thinks that a legal 
enactment can erect a wall between 
religion and politics at iwpular levels, par¬ 
ticularly in a society like ours, where a 
host of medieval ideas and institutions still 
survive at various levels and, whet is more^ 
are carefully preserved and nurtured by 
the powers that be, then *he government 
is the victim of ridiculous confusion. 

If, on the other hand, the government 
was motivated to take this step by the 
desire to utilise the prevalent popular 
revulsion against the Kbalistani misuse of 
the Golden Temple to achieve other ob¬ 
jectives, such as getting a firm grip on 
various recalcitrant movements of dif¬ 
ferent segments of the population draw¬ 
ing upon respective religious, caste, 
linguistic or ethnic identities, then the 
government cannot be congratulated on 
the brightness of its ideas. In this case, 
instead of succeeding in curbing- the 
articulation in religious forms of such 
grassroots disaffection against the socio¬ 
political order, the repressive interventions 
by the government can only feed it more 
powerfully. On the whole, the ordinance 
bears the stamp of the administration’s 
desperation in the face of the apparently 
indomitable Khalistani terror as it seeks 
sustenance from religious sentiments, 
agencies and institutions. 

The ordinance, among other things, 
prohibits any premises used as a place of 
religious worship from allowing the pro¬ 
motion and propaganda of any political 
work which, in turn, has been defined to 
cover a wide range of activity, such as, 
promoting or propagating the aims and 
objects of a political party or any cause, 
issue or question of a political nature, 
organising meetings, demonstrations, pro¬ 
cessions, collection or disbursement of 
funds or issue of directions or decrees or 
any other actions, and includes such ac¬ 
tivity by or on behalf of a person seeking 
selection as a candidate for any election 
to parliament, any state legislature or any 
local authority. 

Fbr many segments of various religious, 
ethnic, linguistic or caste minorities, 
politics is today indistinguishable from 
real issues arising from their specific 
parochial identities. Moreover, in many 
are?*, religious centigs—be they temples, 
mosques, churches or^ven a roadside tree- 
base with a vermillion-painted stone—are 
the only community centres open to them 
for collMive discussions on common pro¬ 
blems, including the choice of a candidate 
for any election. Hence banning politics 
ftom such congregations is impossible. 


Rel^on itself is inseparable from 
politics in certain phases of human evolu¬ 
tion. As Marx has observed, religion is 
‘%n inverted world coi^ousness” of an 
inverted world; it is "the general theorv 
of that world, its encyclopaediac compen¬ 
dium, its logic in a popular form”. 
Gramsci echoes the same view when he 
suggests that religion is “ideology—or 
even frankly politics”. Hence, however 
despicable the continued misuse of 
religion and religious places by all sorts 
of reactionary political forces who pro¬ 
mote fanaticism of various kinds, there is 
hardly any effective legal remedy against 
this misuse—at least in the absence of 
more attractive and more powerful alter¬ 
native politics. 

It is a reflection of the extreme baffle¬ 
ment of the CPI and the CPI(M) that they 
did not realise the bankruptcy of the 
official response to the phenomenon of 
the ongoing misuse of religion when 
thQ' hastened to welcome uncritically 
this ordinance on the morrow of its 
promulgation. 

TECHNOLOGICAL SELF-RELIANCE 

Systemic Constraints 

WHILE inaugurating a recent national 
convention on industry and trade organis¬ 
ed by the Associated Chambers of Com¬ 
merce and Industry (Assocham), the 
prime minister, Rajiv Gandhi, criticised 
the private sector for its dismal perfor¬ 
mance in developing in-house technology. 
According to Rajiv Gandhi, “the private 
sector lacks the ethos of in-house develop¬ 
ment”. The private sector has either been 
“satisfied with keeping once-imported 
obsolete technology going or... gone in 
for repetitive import of technology as and 
when it has been improved abroad”. In 
this context, the prime minister referred 
to the record of the public sector in the 
fields of defence; space and atomic energy. 
The performance of the public sector in 
these areas demonstrated, according to 
him, that self-reliance in technology was 
a feasible proposition. 

The Indian private sector, with a few 
exceptions, does no worthwhile in-house 
re.search and development. The govern¬ 
ment has offered liberal subsidies and tax 
incenti^ to encourage local R and D. Fbr 
instanc^ revenue and capital expenditure 
on R and D in DST registered units can 
be written off for computation of income 
tax. The private sector happily avails of 
these tax concessions while doing no 
worthwhile P. and D but merely passing 
off routine quality control and related 
activities as R and D. Public sector units 
spend more on in-house R and D than 
private sector units. However, in spite of 
this, in-house R and D in public sector 
units remains weak. Mere flnandal alloca¬ 
tion to R and D only serves as a formal 


demonstration, of 'diei goverOh^t’s 
commitment to R and Dl But without a 
corresponding change in the entire in¬ 
dustrial devtlomnent strategy in order to 
create a demand for the output of local 
R and O, the research pmonnel in 
in-house R and D establishments in 
the public sector as well as the CSIR 
laboratories continue to suffer from 
frustration and demorahsatioiu 

The prime minister singled out defence, 
space and atomic energy as examples to 
show that technological self-reliuice is 
feasible under the present political- 
economic dispensation. However, official 
claims notwithstanding and despite the 
massive financial allocatibn to techno¬ 
logical development in defence, space and 
atomic energy, India has made littte head¬ 
way towards achieving technological Mlf- 
reliance even in these fields. 

In defence, India has huge imports and, 
simultaneously, is one of the largest 
manufacturers of weapons in the third 
world. When large weapons purchases are 
made, India often'demands licences for 
sub.sequent domntic production as a pre¬ 
condition. Thke the case of supersonic 
fighter aircraft where the Indian govern¬ 
ment has moulded Hindustan Aeronautics 
(HAL) as one of the leading licensed pro¬ 
ducers in the third world. However, from 
the domestic production of MiG-21FL 
which started in 1964 to the MiG-23 in the 
eighties, there has been a strong depen¬ 
dence on foreign technology. Almost all 
the materials used to produce these air¬ 
crafts are imported. Further, over SO per 
cent of the non-material costs are im¬ 
ported. The latter comprise imported 
capital equipment and direct charges such 
as licensing fees, tool replacements, etc. 
Arms technology is sold as packages and 
the licensed producers purchase the bulk 
of the intermediary inputs at highly 
inflated prices. Technological progress is 
so rapid that indigenisation can take place 
only if obsolescence is accepted as a 
necessary cost. 

The Indian experience of self-reliance 
in space technology is also one of failure. 
Suffice it to say that India is yet to build 
an indigenous capability to design and 
construct satellites and satellite launch 
vehicles independently. Like defence, 
massive financial resources have gone to 
the space establishment so much so that 
scientific research and technological 
development under CSIR is neglect^ in 
comparison. Indeed, India’s entry into the 
select space club is a matter of great 
prestige, never mind the failure to ade¬ 
quately feed and clothe half its popula¬ 
tion.- In spite of the massive resource 
idlocation to the space programme India 
is nowhere near achieving any of the 
major missions sA out in the space pro¬ 
gramme for 1980-90. 

The atomic energy nublishment claims 
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an iiMfifenoos (ettaokwicftl capal^ 
design. equliMnent punufiictuiei setting 
up and dpentinf nuclear power plants 
based on HWR technology using natural 
uranium to ftiel the reactor. Howem, 
the present nuclear power capacity of 
1330 MW is severely underutilised due to 
technological problems. The nuclear 
establishment is now considering the im¬ 
port of LWR technology, using enriched 
uranium ^ fuel, from the Soviet Union. 

Given the history of local technological 
develoimient in tlw forty years since in¬ 
dependence one cannot but be pessimistic 
about the prospects for techndogical self- 
reliance within the present - political- 
economic set-up. 

DARJEELING 

Playing the Centre^s 
Game 

AS heads continue to be chopped off in 
Darjeeling, the GNLF leader Subash 
Ghising is blowing hot and cold. In the 
last week of May, be announced a ‘do-or- 
die’ movement, threatoiing ‘bloodshed 
and mayhem’ in Darjeeling. He added 
that his followers had stopped thipking of 
a negotiated solution and were out to 
obtain arms. On June 1, however, in an 
about-turn posture, he was reported to 
have accepted an invitation from union 
home minister Buta Singh to visit New 
Delhi for talks on the hill problem. He 
had earlier rejected two similar invitations. 
Because of his recalcitrance, the West 
Bengal Left Front government had, at the 
centre’s request, shelved its original plan 
to go ahead with the Hill Development 
Council, a bill which was to be introduced 
in the state assembly. 

Ghising’s fickle moods reflect the tus¬ 
sle between moderates and extremists 
within the GNLF. Having stoked the fire 
of Gorkha chauvinism and promised his 
followers a paradise in Gorkhaland, he 
now finds it difficult to retreat and agree 
to a compromise. As a result, possibly 
under pressure from the militants in his 
organisation, he fights shy of any agree¬ 
ment that might compromise his position, 
on one plea or another. After agreeing to 
the proposal of a Hill Development Coun¬ 
cil, he retracted soon after, demanding 
that the term ‘Gorkhaland’ should be ap¬ 
pended to the name of the council. Then 
he came up with new demands, clainung 
chunks of a few neighbouring areas as 
pms of the proposed Gorkhaland. Some 
time ag(x in an almost coquettish gesture, 
he held ^oof saying that he would never 
go to Delhi for talks unless called by Rajiv 
Gandhi himself. Thus the tripartite talks 
between the centre, the \tot Bengal 
government and Ghising’s GNLF were 
stalled. 


With the latest reshuffle in the GNLF 
state rammittea the hawks appear to have 
a major say in decision-midcing. IVo 
knovm hardliners. Ram Prasad Whiba and 
Karna Bir have been giveri prominent 
positions in the committee. There are 
reports that the GNLF is closing down its 
open offices, the leaders- arc going 
undergpund and the ranks are preparing 
for an insurrection. Ghising is reported to 
have stated that if he now accepted the 
Hill Council proposal, he would be 
hounded out from Darjeeling. In these 
circumstances, one wonders what effective 
outcome will follow another round of 
talks in Delhi. 

Ghising is perhaps yet to realise that 
New Delhi is using him a gadfly to sting 
the Left Front government, as it id earlier 
by propping up Bhindranwale as an irri¬ 
tant to the Akali Dal in Punjab. When 
things go Gut.of control—and when the 
ruling party at the centre feels that the 
opportune moment has come—it will not 
hesitate to dispose of its pet gadfly. Ghising 
may share the fate of Bhindranwale. Or 
is he hoping that he may be finally ac¬ 
cepted by the centre as the Laidenga of 
Gorkhaland, if he manages to put up a 
show of insurgency for a few years? 

While the naivety of political neophytes 
like Ghising can be understood, one is 
amazed by the infantile pugnacity of 
veterans like the CPI(M) leaders of the 
West Bengal Left Front. At the initial 
stage, by dismissing Ghising as a freak 
upstart they underestimated the ac¬ 
cumulated grievances of the Ncpali- 
speaking population that were waiting to 
be exploitkl by tub-thumpers like Ghising. 
Instead of turning the edge of the GNLF 
movement against the centre, which alone 
could grant them statehood, Jyoli Basu 
took upon himself the responsibility 
of suppressing the movement. Police 
persecution of villagns invariably provided 
the GNLF hardliners with the necessary 
handle to discredit the state government 
and win over more people to their cause. 
Although the Left Front government at a 
later stage showed some sense by shelv¬ 
ing the Hill Development Council plan 
(which in any case could not have been 
operative without its acceptance by the 
GNLF), continued police atrocities are 
negating the intended effect of the deci¬ 
sion (if the intention was to wait for the 
GNLFs co-operation). In a submission to 
the Indian People’s Human Rights Com¬ 
mission, Sarda Mukhia of Darjeeling gave 
a list of innocent people, including school 
students, a nurse of the Kalimpong sub- 
divisional hospital, peasants and landless 
labourers, who had been killed by the 
CRPF in the last few months. The Anti- 
Ibrrorist Act was also freely resorted to 
by the Left Front government. It is ironical 
that the Left leaders in West Bengal are 


following die same poliqy wbidi dween- 
ijt is adopting m Puitjab—recourse to 
police retaliation instead of attempting a 
political solution.' When will th^ uke ai^ 
lessons from Punjab? 

MOSCOW SUMMIT 

Limited Significance 

THERE is little reason to feel euphoric 
about superpower summitry if one were 
to assess the results. There has been a 
tendency to exaggerate the signiflcance of 
the summits in the western media and the 
Indian press by and large gives us what 
the western news agencies dish out. With 
Ronald Reagan, representing the US fvr 
right, becoming president in 1981 and 
.characterising the Soviet Union, at his 
first press conference after becoming 
president, with the demonology of ‘the 
evil empire’, there was an expecution of 
a return to the cold war era. That this did 
not happen has much to do with the 
changes in Soviet foreign policy after 
Brezhnev’s death. 

Soviet foreign policy under Gorbachev 
perhaps gives greater emphasis to improv¬ 
ing Soviet security by political means 
rather than seeking to enhance the com¬ 
bat effectiveness of the Soviet defence 
system. This was obviously related to the 
internal changes contemplated in the form 
of perestroika and giasnost. If the levels 
of living of the entire Soviet people was 
to be quickly brought on par with the 
middle class in western Eur 9 pe and the 
US, the Soviet Union could not afford to 
spend some 13 per cent of its GNP on 
defence. 

If one were to identify the one major 
achievement of superpower summitry 
since the first summit in Geneva in 198S, 
that would be the agreement on abolition 
of intermediate range nuclear forces 
(INF). The INF agreement at Reykjavik 
has mandated the complete removal of 
medium range nuclear missiles from 
Europe. However, it must not be forgotton 
that strategic nuclear forces have been 
greatly strengthened during Reagan’s term 
in office by the deployment of MX and 
cruise missiles and the level of warheads 
deployed on these long range forces has 
never been higher. It is important to note 
that the reduction of nuclear weap 'ns by 
the superpowers will not compromise their 
respective military effectiveness. Given the 
destructive capacity of nuclear weapons, 
beyond a certain point more weapons add 
little to military effectiveness. 

The Moscow summit was expected to 
make some progress on the strategic arms 
reduction treaty (START) which envisages 
a SO per cent reduction in strategic 
weapons. It is said that START would af¬ 
fect the balance of power in a wi^ that 
INF does not. Hence negotiations are like- 


WMdy June 11, 1988 


1193 



ly to be tou^. The Soviet Union has link¬ 
ed START with the ‘Star Wars’ or 
Stratesic Defence Initiative (SDl) that the 
US is developing. There were also dif¬ 
ferences over the interpretation of the anti- 
ballistic missiles treaty (ABM) related to 
SDl. The Soviet Union held thu the ABM 
treaty prohibits the development and 
deployment of SDl. 

The Soviet Union wants greater 
economic links with the US in order to 
technologically upgrade the lagging sec¬ 
tors of its economy. Gorbachev is reported 
to have said that a greater degree of 
economic linkages between the US and 
Soviet Union would lay the basis for bet¬ 
ter political relations in the long term. 
Reagan occupied himself at Moscow in 
preaching to the Soviet Union on human 
rights. It is doubtful if he derived much 
propaganda mileage, for the US is it.self 
directly responsible for the gross violation 


BUSINESS 

STOCK MARKET 

Thriving on Forward 
Trading 

DALAL STREET continues to make 
news, performing feats which are indeed 
very rare. Seldom, if ever at all, has the 
market moved so fast as it has done since 
about the end of March when several 
equity price indices touched new lows or 
stood very close to their two-year old bear 
market lows. Even the moiit inveterate 
bulls could not possibly have imagined 
that the sick and anaemic market could 
perform the way it has, retracing in a 
matter of just nine weeks nearly all 
the decline registered during the bear 
market—the mid-February 1986 all-time 
high to the subsequent low in December 
1987. On June 3, the Financial Express 
equity price inde.\ for Bombay stood only 
1.2 per cent below its all-time high mark 
and the Bombay .stock exchange sensitive 
index was 7.4 per cent lower. 

The phenomenal upsurge in equity 
prices lifting the market close to its all- 
time high appears all the more striking as 
it has occurred despite record high carry¬ 
forward charges—42 per cent (annualis^ 
basis) at the end of last settlement (No IS) 
on June 2 on top of 36 per cent at the end 
of the preceding settlement (No 14). The 
market’s total indifference to record high 
carryforward charges is a measure of the 
strong hold bulls have acquired over the 
market. 

There has been no let up in the bullish 


of human rights in many countries of the 
third world. 

A section of the left is of the view that 
Soviet foreign policy'under Gorbachev is 
abandoning its ‘internationalist duty’ of 
supporting revolutionary struggles in the 
third world. Further, the transition from 
cold war to ‘peaceful co-existence* bet¬ 
ween the superpowers will mean that 
revolutionary groups in the third world 
can no longer count on Soviet material 
support. In the first place, one can ques¬ 
tion the extent of active Soviet support to 
revolutionary movements in the third 
world in the past. As often as not, Soviet 
support went to reactionary governments 
out of pragmatic considerations of Soviet 
foreign policy. On the other hand, 
transforming the Soviet sy.stem as an at¬ 
tractive alternative to capitalism could 
make a significant contribution to revolu¬ 
tionary movements in the third world. 


fervour that has Firmly, seized the market 
of late. The trading volume in specified 
shares has, in fact, been increasing settle¬ 
ment after settlement. The total volume 
of turnover during the settlement period 
ended on June 2 comprising of 10 trading 
days was 390.37 lakh shares worth 
Rs 541.31 crore as against 236.57 lakh 
shares worth Rs 313.91 crore during the 
eight trading days of the preceding 
settlement—up 65 per cent in terms of the 
number of shares and 72.4 per value-wise. 
It is worth noting that Five .scrips, namely 
Reliance, Tata Steel, ACC, Ihta Engineer¬ 
ing and Bombay Dyeing, accounted for 
67.9 per cent of the total turnover (in 
rupec.s) in the last settlement (No 15) and 
the aggregate value of their turnover— 
Rs 367.52 crore—showed an increa.se of 
80 per cent over the preceding settlement 
(No 14) Figure of Rs 203.68 crore. 

Interestingly enough, while the market 
has still to improve upon its previous all- 
time high mark, the daily turnover in 
shares on the Bombay stock exchange 
touched a new peak of Rs 100.18 crore on 
June 2,> breaking the previous record of 
Rs 68 crore set in May 1986. The gross 
turnover of ‘A’ group shares was Rs 80.45 
crore while the gross turnover of ‘B’ group 
shares was Rs 19.73 crore. To put it diF 
ferently, 80.3 per cent of the total turnover 
on June 2 was accounted for by shares in 
the ‘specified’ category—70 in number. 
That the stockbroking community thrives 
mainly on forward trading is, of course, 
common knowledge. 

Deeply concerned over the staggering 


rise in the {M'ices of oertain select sci^ 
as also the phenomenal increase ht 
turnover, the stock exchange authorities 
in Bomt»y, who had hitherto been con¬ 
tent with ^justing mugins payable by 
bulls and bears—margins on vohttile 
scrips were adjusted four times in just one 
week—held an emergency, meeting on 
June 3 (presumably at the instuice of the 
finance ministry) to evolve a stricter code 
of conduct to contain speculative activity 
which was threatening to assume ominous 
proportions. 

Very briefly stated, the measures ap¬ 
proved at the emergency meeting include 
hefty hike in margins payable by bulls, 
change over from net position to gross 
open position for the levy of carryover 
and daily margins, limiting daily out¬ 
standing position per member broker to 
Rs 1 crore and per settlement to Rs 50 
lakh, phased reduction in carryover 
business in excess of Rs 50 lakh over five 
settlements and impounding of profits 
made in the current settlement (No 16) 
through appropriate carryover margins. 

The Slock market’s behaviour over the 
past two months or so offers a good 
illustration of how unpredictable the 
market can be and how speculative 
activity in a few scrips can bring about a 
dramatic change in the trading sentiment. 
The rise in equity prices should enhance 
the market’s seductive charm to lure pro¬ 
spective investors. Speculative markets are 
notorious for committing errors of op¬ 
timism and pessimism but they also have 
an in-built mechanism for correcting these 
errors. This docs not, however, detract 
from the need to evolve an appropriate 
code of discipline to check speculative 
excesses which threaten the solvency and 
liquidity of the market. 

If the authorities can have an effective 
check on business which seldom gets of- 
llcially recorded but is pretty large and the 
measures decided at the emergenev 
meeting on June .t aie strictly enforced, 
the market can be expected to function 
.smoothly. It is unrecorded business which 
creates serious problems at limes. To 
expect the stockbroking community to 
pay heavy margins is to underrate their in¬ 
genuity in manipulating their tran.sactions 
through switch-over from one settlement 
to another 

It would be naive to dismiss the 
market’s spectacular iccovery as the 
handiwork of a few big speculators 
manipulating some half a dozen scrips in 
the specified list and therefore of little 
consequence. The process of recovery had, 
in fact, been initiated by sustained massive 
institutional buying, presumably with of¬ 
ficial blessings. Encouraged by the.basic 
change in the demand-supply equation of 
good growth shares in the wake of massive 
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institotioiiid puichaNti uid odwldeiied 
by the progre^ive libenlisation of 
industrial, tnde and flscal policies aimed 
at making the climate for investment more 
and more congenial to lure fordgn invest¬ 
ment eagerly sought by R^jiv Gandhi’s 
government, bulls have launched an ag¬ 
gressive campaign. 

The markrt has set its sight high. Mow 
high is anybody’s guess. This is not to sug¬ 
gest that the market will not need to take 
an occasional pause to consolidate its 
position. Ui a bull market, when too much 
pressure has been generated on the upside, 
a secondary reaction occurs in much the 
same manner as the safety valve of a 
steam boiler pops and relieves the pressure 
before the factor of safety of the boiler 
has been exceeded. Secondary reactions 
are usually blamed on some specific piece 
of news but the real cause is a weakness 
in the market itself which makes it suscep¬ 
tible to this development. 

If the spectacular recovery in the secon¬ 
dary market has not yet made any signifi¬ 
cant iihpact on the primary market it is 
largely because the link between the two 
is not all that strong as is often made out. 
The revival of the capital market depends 
on the outlook for the corporate sector 
and the kind of return investors in risk 
capital can hopefully look forward to over 
a period of time. This is where the issue 
of dividend tax comes in. The health and 
vitality of the capital market is closely 
linked with the general economic and 
industrial tempo. Factors governing the 
overall performance of the economy are 
many and they are rooted in the efficient, 
productive deployment of resource.s. 

TEA 

Bright Prospects 

THE current year’s outlook for the Indian 
tea industry appears to be encouraging. 
Total tea pnxiuction in the country during 
the calendar year 1988 is expect^ to .set 
a new record at 700 million kg, surpass¬ 
ing the previous record of 673 million kg 
achieved in 1987. 

The outlook for tea exports has also 
brightened. J Thomas and Co, the leading 
tea broking firm, says in its latest tea 
market report that the global demand/ 
supply situation is better bidanced this 
year. The reoort ecpects that UK, one of 
the major buyers of Indian tea, will 
iihport more this year because of lower 
stocks. While Kenya was able to increase 
its exports to UK from 62.S million kg in 
1^ to 67 million kg in 1987, Indian tea 
exports to UK had declined from 38.3 
million kg to 27.3 million kg because of 
the higher prices of Indian tea. The 
availability of higher exportable surplus 
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and the incentives announced by the 
government this year should help boost 
India’s tea exports. The incentive* include 
full income-tax exemption to both 
producer-exporters and merchant- 
exporters, full excise duty rebate on all tea 
exports and the facility of import 
replenishment for bulk tea provided for 
the Erst time in the 1988-91 export-import 
policy. Bulk tea has been given a four per 
cent replenishment and this will cover the 
lion’s share—over Rs 600 crorc—of the 
country’s total tea exports. The rates of 
replenishment for value-added tea have 
also been stepped up. 

Exports of tea during 1986-87 had 
amountd to 190.5 million kg valued at 
Rs S49.6S crore as compared to 205.6 
.million kg valued at Rs 626.27 crorc in 
1985-86 thereby showing a decline of 7.3 
per cent in quantity and 12.2 per cent in 
value. Exports during 1987-88 have been 
estimated at 210 million kg valued at 
Rs 653 crorc, showing an improvement in 
unit value realisation by about 16 per cent. 

According to the commerce ministry’s 
projections, tea exports are expected to 
increase to 230 million kg in 1988-89. The 
unit value realisation is also expected to 
show a further improvement if the auc¬ 
tion prices so far are any indication. 

Domestic consumption of tea was 
placed at 445 million kg in 1987-88 and 
it is expected to rise to 470 million kg in 

1988- 89. The rising domestic consumption 
of tea is one of the major constraints on 
India’s tea exports. During the past few 
years while the production of tea has 
inert^sed at an annual rate of 2.3 per cent, 
domestic consumption has incrca.scd at 
the rate of 4.3 per cent per annum. Hence 
unless efforts are made to incrca.se tea pro¬ 
duction, both by extending area under tea 
cultivation and improving prodOclivit;', it 
would be difficult to reach the Seventh 
Plan export target of 280 million kg by 

1989- 90. 

For the same reason, the government is 
now laying greater emphasis on the 
marketing of tea in value-added form for 
increasing the foreign exchange earnings 
from this commodity as there is limited 
scope for increasing the volume of 
exports. The government has increased the 
cash compensatory support (CCS) and 
has introduced a Brand Promotion Fund. 
Scheme for providing interest free loans 
in foreign exchange to the exporters of 
packet tea for undertaking effective and 
long-term brand promotion in overseas 
markets. The government also appointed 
in October 1987 a 15-member committee 
to formulate a long-term strategy and 
development plan for tea. Ail the 1,600 tea 
gardens in the country have been asked 
to prepare action plans to increase 
production. 


TWiam YEARS AGO 

EPW, June 15. 1968 

'Senseless’ has been among the epithets most 
used to describe Robert Kennedy’s assassina¬ 
tion. The balance of contending forces in 
American society today is certainly not so 
precarious that by eliminating a single per¬ 
sonality, however charismatic, the pace of 
social change can be materially altered, much 
less its course reversed. The assassination of 
the two Kennedys or even of Martin luther 
King cannot be regarded as acts of great social 
purpose, whatever their perpetiaiors may have 
believed... The murder has once again led 
commentators to speak of the perennial 
‘undercurrent of violence' in American socie¬ 
ty. .. Not that there is no violence in other 
societies; there is a great deal of it, for instance; 
in as dissimilar a society from America's as 
India's. And while TV and the mass media in 
the US have been blamed for publicising vio¬ 
lence, they also serve to bring violence to public 
attention while, in this country ii pa.sses mostly 
unnoticed. But the point is that the social ten¬ 
dencies which have yielded the crop of political 
assassinations in the US arc not such as can be 
cured without basic changes in the American 
national purpose ai home and abroad. 

WWW 

The prime minis'cr’s advice to representa¬ 
tives of the .\I1-I%rty Hill Leaders' Conference 
lo be patient over the projeaed reorganisation 
of Assam since consultations took time in a 
democracy was a cruel joke. The APHU.' has 
been patient enough for years while the govern¬ 
ment has carried on endless 'consultations' 
with the Assam Congress, both directly and 
ihmugh committees such as the one appointed 
last year under Asoka Mehta. But when at last 
tire home ministry formulated a definite pro¬ 
posal for consideration by the cabinet it was 
not unreasonable to presume that the ‘consul¬ 
tations' had come to an end and that some¬ 
thing was being done lo meet the hill tribes' 
long-standing demand to be freed of the over¬ 
lordship of the A.ssam government which is 
dominated by the people of the Brahmaputra 
valley and m which they have only token repre- 
seiiiaiion . The plain truth is that the lecture 
to the APHLC leaders on the nuxties of demo¬ 
cratic politics was an attempt by the prime 
minister to cover up her failure to get the 
government to take a ded-sion on an issue whkdi 
has been hanging fire unconscionably long. 

* -ir 4r 

It appears that, with price decontrol, hag¬ 
gling between the coal industry and the railways 
over the price of coal will become an annual 
feature. Since both are facing lean times, the 
tussle is understandably grim... Railways con¬ 
sume about 17 million tonnes of coal per year, 
almost a quarter of the total coat output. This 
custom is vital to the coal industry, at the same 
time, every rise of one rupee in cotd price adds 
Rs 1.7 crore to the railways’ operating cost. 
Fhced with increasing costs and sluggish traffic, 
(he* railways have already raised their rates this 
year. They can hardly afford lo pay more... 
The coal industry has been in a declining 
state... Since decontrol, this industry, Ute 
many others caught similarly unprepar^, has 
sought 10 raise prices throu^ a caitei-like ar¬ 
rangement, styl«i the Joint Working Commit¬ 
tee of the Coal Industry. This car^ did not, 
however, bargain for the impunily with which 
railways could play the game of not buying 
coal, regardless of the inconvenience suffered 
by their users... And irrespective of the cost 
involved in lost traffic. 
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COMPANIES 


HINDALCO 

Accent on Energy Saving 

HINDUSTAN ALUMINIUM COR¬ 
PORATION (HINDALCO) has applied 
for increasing the present smelting capa¬ 
city at Renukoot by a further one lakh 
tonnes per annum, along with a matching 
alumina production and theimal power 
generating capacity. In the area of moder¬ 
nisation, the company’s main stress is on 
reducing the consumption of energy and 
other essential inputs. In the alumina 
plant, the scheme for installing the dou¬ 
ble digestion system is under implemen¬ 
tation. The technology has been obtained 
from M and F, Switzerland. The moder¬ 
nisation scheme would serve a two-fold 
purpose. It would enable the company to 
produce sophisticated goods to meet the 
emerging domestic needs and also pro¬ 
duce quality goods for export. The com¬ 
pany further expects to complete the in¬ 
stallation of a conform extrusion press, 
the first of its type in the country. The 
company has also been permitted to in- 
stal a continuous caster. The modernisa¬ 


tion and updating scheme of the rolling 
section has also been taken on hand and 
orders will be placed soon. Meanwhile; the 
company is engaged in developing a 
market for aluminium alloy rods suitable 
for the manufacture of all aluminium 
alloy conductors (AAAC). Power losses 
would go down substantially if AAAC 
replaces the conventional ACSR conduc¬ 
tor for the overhead transmission of elec¬ 
tric energy. 

The company has shown encouraging 
performance during 1987 with metal pro¬ 
duction of 1,22,308 tonnes and produc¬ 
tion of alumina and aluminium semis at 
2,32404 tonnes and 38,426 tonnes respec¬ 
tively. Sales amounted to Rs 293.21 crore 
against Rs 24846 crore in the previous 
year and gross proHt Rs 33.35 crore 
against Rs 16.09 crore, reflcrting a 
substantial widening of profit margins. 
Net profit expanded from Rs 3.45 crore 
to Rs 20.02 crore. Dividend has been step¬ 
ped up from 15 per cent to 22.5 per cent 
and the enhanced distribution is covered 
6.40 times by earnings as against a mere 
1.34 times previously. 


The Week's Companies 


(Rs Lakh) 


_ Hindalco SIpta Coaled Ste els Kte vator 

Latest Vi;ar I^isl Year Latest Year Last Ybar Latest Year Last Year 



31-12-87 

31-12-86 

31-10-87 

31-10-86 

30 11-87 

30-11-86 

Paid-up Capital 

1839 

1839 

708 

702 

504 

504 

Reserves 

16664 

16927 

184 

— 

962 

705 

Borrowings 

8338 

8271 

2004 

1280 

168 

437 

of which Term Borrowings 

7244 

7069 

1397 

1217 

11 

21 

Gross fixed assets 

38629 

37435 

2107 

1941 

1228 

1167 

Net fixed assets 

19230 

2 mios 

1854 

1937 

398 

458 

Investments 

2269 

2241 

— 

— 

3 

13 

Current liabilities 

6775 

7183 

1486 

975 

6301 

5771 

Current assets 

12118 

11174 

2462 

995 

7535 

6947 

Stocks 

5767 

5572 

1589 

792 

4193 

4337 

Book debts 

687 

625 

489 

_ 

2686 

2205 

Net sales 

29321 

24826 

5204 

— 

5115 

3880 

Other income 

308 

525 

109 

— 

76 

69 

Raw material costs 

liOKI 

10735 

4727 

— 

2100 

2047 

Wages 

2202 

1843 

38 

— 

1332 

1172 

Interest 

1128 

763 

272 


38 

28 

Cross profit (4 )/loss (-) 

3335 

1609 

593 

— 

871 

685 

Depreciation provision 

953 

1264 

249 

— 

129 

109 

Tax Provision 

380 

— 

54 

— 

360 

292 

Net profit (+)/loss(-) 

2002 

345 

290 

— 

382 

284 

Investment allowance te.serve 

600 

— 

.120 

— 


— 

Transfer to reserves 

Dividend 

1026 

69 

68 

— 

256 

171 

Amount P 

75 

75 

_ 

— 

— 

— 

E 

301 

201 

106 

— 

126 

113 

Rate (per cent) P 

15 

15 

— 

— 

— 

— 

E 

22.50 

IS 

IS 

— 

25 

22.50 

Cover (times) 

Ratios (per cent) 

6.40 

1.34 

2.79 


3.03 

2.51 

Oross profit/sales ^ 

11.38 

6.48 

11.40 


17.02 

17.65 

Net profit/caiHlal aiiployed 

26.18 

5.73 

32.51 

— 

26.06 

23.49 

Inventories/salil .. 

19.67 

22.44 

30.53 

— 

81.97 

111.59 

-a 4, 

7.51 

7.42 

0.73 

— 

26.04 

30.20 


SIPTA CdATED STTEELS 

Galvanised Production 

SIPTA COATED STEELS has shown en¬ 
couraging performance in its very first 
year of prodw^on by manufiuturing 
38,926 tonnes of galvanised plain cor¬ 
rugated sheets and coih thus achieving 
more than 100 per cent utilisation of the 
licensed capacity. On a turnover of 
Rs 5104 crore, gross proEt has amounted 
to Rs 5.93 crore and net profit is Rs 2.90 
crore. The directors have proposed pay¬ 
ment of a maiden dividend of 15 per cent 
which is covered 2.79 times by earnings. 
The company was only the second unit in 
the country to commence production of 
galvanised steel coils and had to face com¬ 
petition right from the inception. The 
management is taking steps to develop 
new and more sophisticated use of galva¬ 
nised plain sheets and to explore new 
markets in diverse fields. The company 
has obtained an order for export of its 
products. Meanwhile, the programme for 
expansion of production capacity from 
40,000 tonnes to 50,000 tonnes per annum 
is nearing completion. Pursuant to the 
original agreement between SICOM and 
Lloyds Steel Industries and its assoc’ates 
at the time of promotion of the company, 
the former transferred its entire holdings 
of equity shares to the latter. 

OTIS ELEVATOR 

Rights Issue 

OTIS ELEVATOR COMPANY (INDIA) 
has received a letter of intent for substan¬ 
tial expansion of its licensed manufactur¬ 
ing capapity from 1,396 numbers to 2,80C 
numbers lifts per annum by setting up a 
new plant in a backward area. Steps are 
being taken by the company to convert the 
letter of intent into an industrial licence. 
Total cost of the project is estimated at 
Rs 12.04 crore, of which 25 per cent is 
required to be met by the company by is¬ 
suing new shares only to the resident 
Indian shareholders. For this purpose, the 
directors hav** d<>cided to issue 3,16,800 
equity shares of Rs 10 each at a premium 
of Rs 90 per share to the resident Indian 
shareholders on ‘rights’ basis, subject to 
the approval of the Controller of Capital 
Issues (CCI) and other authorities. NRI 
shareholders will participate in the issue 
only, if permitted by the CCI and RBI. 

Meanwhile; the compare has fared well 
during the year ended November 1987 
with a gross proEf of Rs 8.71 crore against 
Rs 6.85 crore in the previous year follow- 
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,ng jacmue bt skies ftmii Rs ^JO cMc 
to Rs 51.13 etoie: Ckoss nuBiins have been 
under pressare on acwunt of inoearing 
competition in the field. Net profit is 
Rs 3.82 crore (Rs 2.84 crore). Dividend, 
stepped up from 22.5 per cent to 23 per 
cent, is covered 3.03 times by earnings as 
against 2.51 times previously. Domestic 
orders booked for elevators and escalators 
during the year were valued at Rs 42 crore 
as compai^ to Rs 36 crore last year. 
There is however a declining trend in 
export orders due to changes in the market 
n^s. 

DHARAMSI MORARJI 

Drought-Affected 

fertilisers account for almost two- 
thirds of IRurainsi Morarji Chemical Co’s 
turnover.and so it is not surprising that 
the drought last year should have severely 
affected the company’s working in the 
year ending December 31,1987. There was 
only a marginal rise in tumovm- from 
Rs 77.17 crore in 1986 to Rs 78.70 crore 
in 1987. Though the company managed 
to sell 3.98 lakh MT of single super¬ 
phosphate during the year compared to 
3.81 lakh MT in 1986, the net realisation 
on sale was poor on account of price cut¬ 
ting and distress seliing among fertiliser 
manufacturers. The drought and the glut 
in fertilisers in 1986 and 1987 affected the 
company in another way as welt. Because 
there are fewer new units coming up for 
manufacture of single phosphate, the 
company’s earnings from technical con¬ 
sultancy services came down from Rs S.87 
crore in 1986 to Rs 2.31 crore in 1987. 

Overall, gross profit was lower at 
Rs 3.29 crore (Rs 3.63 crore) and, because 
of enhanced provision for depreciation at 
Rs 2.61 crore (Rs 1.79 crore), pront before 
tax was sharply reduced from Rs 1.83 
crore in 1986 to Rs 0.68 crore in 1987. 
After other adjustments, the directors 
have had to draw Rs 33.28 lakh from 
general reserve to pay dividend, itself 
halved to Rs 64.24 lakh for the year 
against Rs 128.48 lakh for 1986. 

Dharamsi Morarji’s performance in the 
last 10 years brings out the striking fact 
that while the company’s sales more than 
tripled from Rs 24.81 crore in 1978 to 
Rs 78.70 crore in 1987. its profit before 
tax plummeted from Rs 4 J2 crore in 1978 
to Rs 68.34 lakh in 1987. Even if the last 
two>.years are regarded as somewhat ex¬ 
ceptional on account of the drought and 
the glut in the fertiliser market, it is seen 
that the level of profit before tax achieved 
ten years back has not been matched in 
any subsequent year. 

The company’s synthetic detergent and 
active detergent sulphonates plant com¬ 
menced production around the middle of 
1987. Ute directors’ report says that alpha 


cifefirt sulphonate, the new product intro¬ 
duced by. the company for the detergent 
industry, has been well received. The 
demand for a number of the company’s 
other chemical products too has been 
good and the company is expanding the 
capadty of its chlorosulphonic acid plant 
at Kumhari from 3,600 MT to 16,500 MT 
per annum. The unfavourable situation in 
the fertiliser industry, however, has per¬ 
suaded the company to defer the imple¬ 
mentation of its project for manufacture 
of sulphuric add and single superphos¬ 
phate at Amreli. 

ICIM 

Malgins under Pressure 

INTERNATIONAL COMPUTERS 
INDIAN MANUFACTURE (ICIM) has 
reported low profitability for the year 
ended December 31, 1987. Profit before 
taxation declined to Rs 81.44 lakh from 
Rs 193.81 lakh for the previous year 


despite a mar^nal increase in turnover 
from Rs 4482.60 lakh to Rs 4731.12 bkh. 
Profit before tax as a percentage of turn¬ 
over fell from 4.3 in 1M6 to 1.7 in 1987. 
The sharp fall in profits was partly due 
to a special provision of Rs 60.90 lakh for 
contirtgem liabilities and continuing 
deterioretion in the rupee/pound sterling 
parity. The value of the company’s im¬ 
ports of components and spates as a 
percentage of its total consumption of raw 
materials and components in 1987 was 
48.8 in 1987 as against 59.2 in 1986. Profit 
after tax in 1987 was Rs 38.44 lakh against 
Rs 94.81 lakh in 1986 giving a profit after 
tax to turnover ratio of 0.8 per cent in 
1987 as against 2.1 in 1986. 

In December 1987 the company intro¬ 
duced the main frame series 39 Computer 
of its prindpal (International Computers, 
UK) which is based on fifth generation 
VLSI technology. According to the ICIM 
chairman, Mantosh Sondhi, this is extrec- 
ted to give the company a leading po.si- 
tion in the domestic main frame market. 




TAX RETURNS ARE 
NOW AVAILABLE 


Income-tax Return Forms are now available at Income-tax Ottiees 
and select Post Offices. 


USE ONLY THE CORRECT RETURN FORM APPLICABLE TO YOU: 

REMEMBER 

Form 1 is for Companies (excluding Charitable Trusts and 
Institutions) 

Form 2 is for Non-Company Tax payers deriving income from 
Business, Profession or Vocstion. 

Form 3 is for Tax payers with Income from Salary, Property and 
Other Sources etc. 

Form 3A is for Taxpayers claiming exemption under Sec. 11. 

AHaeh to your Rstum 

(1) Evidence of Prepaid Texet (e.g Certilicalet of Tax Deduction at Source. 4th 
Cwnterfoii of Self Attenment/Advence-Tax Challan). 

(2) Evidence in tuppct ol claims made under Chapter VIA (e.g. LIP Receipt, 

NSC etc) 

Cempular Proeamlnp: 

Tax returns are now Computei-processed at several centres Hence, it it 
important that you 

(1) Uae Revised Tax Return Forms. 

(2) Read carefully the detailed instructions,. 

(3) Do norieave any column blank—write N A if not applicable; 

(4) Uea Codea wherever indicated 

A RETURN OF. INCOME BELOW TAXABLE LIMIT (EXCEPT WHERE IT IS A 
LOSS) IS INVALID AND WILL NOT BE ACCEPTED 

LAST DATE 

Return of Income must be filed by 30 June, 19SS or within 4 mon*ht from the and 
of Accounting Year, whichever is later. 


DO NOT WAIT UNTIL THE LAST DATE-AVOID LABT MINUTE RUSH. 


Par Help 4 GuManca : 

Contact the Public Relations Officer or your Incoi^a-tas Officer 
PAY YOUR TAXES CORRECTLY AND PROMPTLY 



INCOME-TAX DEPARTMENT 
DIRECTORATE OP INCOME-TAX 


Raeaarch. Stotietics. Publication* R PuMIc Ratatlons 
New Delhi 

-— .— .11 I I... : ! dtvpSI/S3 J 


Ajpalhiul Mfeekly June 11, 1988 
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FROM THE IVORY TOWER 


Monetary Demand and Monetary 
Targeting 

Anin Ghosh 

Advocates of monetary targeting recommend demand 
management in tune with plan investments and planned growth, 
via control over the volume of credit to the private sector. The 
snag, however, lies in the judgment over how much expansion of 
money supply is consistent with the ‘need’ for increased monetary 
circulation as part of the development process. 


ECONOMISTS in government, at any rate 
the vocal ones today in the planning com¬ 
mission. Hnance ministry and the Reserve 
Bank of India, are apparently divided into 
two schools; those who believe in the 
possibility of ‘demand management’ 
through control over the volume of bank 
credit to the private sector; and the supply 
side economists—whose principal spote- 
man was the late L K Jha—who believe that 
it is possible to give a big boost to output 
even in the short run through diverse policy 
adjustments, including liberalisation of 
investment procedures and import control. 
Both viewpoints have some degree of 
validity, but both viewpoints ignore two 
basic flaws in their analytical framework. In 
this note, we would be concerned with the 
former issue; because there is little explana¬ 
tion from official quarters as to what 
precisely is happening to monetary demand 
in India in recent years. The issue is impor¬ 
tant because of the extent of deficit flnanc- 
ing undertaken by the central government. 

The advocates of monetary targeting 
recommend demand management in tune 
with plan investments and planned growth, 
via control over the volume of credit to the 
private sector. Be it said to the credit of the 
proponents of this approach, however, that 
they have never said that their prescriptions 
are independent of fiscal irresponsibility. In 
fact, they have been careful to state 
categoric^ly that the monetary and flscal 
authorities must co-ordinate their policies, 
and that the indiscriminate creation of 
reserve money through budgetary deficits is 
not consistent with the approach of 
monetary targeting. But the sngg lies in the 
judgment over how much expansion of 
money supply is consistent with the ‘need’ 
for increased monetary circulation as a part 
of the development process. 

There is, of course, undoubted need for 
increasing money supply in the Indian 
economy, partly arising from increasing 
monetisation of the economy and partly to 
meet the requirements of increasing output, 
j^o one quite knows the extent of the former; 

M|he laiier can be forecast with reasonable 
accuracy, on the basis of plan programmes 


and proximate weather conditions. But tne 
government economists who have claimed 
that the 1988-89 budgetary defleit is consis¬ 
tent with price stability, have not bothered 
to indicate why they think such a large dose 
of defleit flqance is consistoit with price 
stability. A charitable interpretation would 
be that they have apparently gone by the 
steadily declining income velocity of circula¬ 
tion of money observed over the past one 
and a half decades; and have assumed that 
this trend would continue. If that were to 
hold, there would certainly be increased 
(scope for non-inflationary expansion in the 
money supply, in addition to increases war¬ 
ranted by increased monetisation and in¬ 
creases in output. Let us look at the past 
trends on the basis of some extremely crude 
and rough and ready figures (Ikble I), of the 
‘income velocity’ of money since 1970-71. 
And let us look at the results by using both 
figures of MI and M3. 

A few qualifications should flrst be 
indicated, 'nie 1986-87 NDP figures (based 
on the ‘new series’) are not comparable with 
the earlier estimates; nor can they be ad-^ 
justed downwards by any flat percentage Sc 
the 1986-87 estimates must remain doubt¬ 
ful and speculative, and be assumed to lie 
somewhere inbetween the two estimates. The 
use of 1986-87 flgures becomes particularly 


suspect for purposes of coa^wfom, because 
the new sates rmlsa the NDP fifuies 
because of changes in the methodology qf 
estimation. Since the CSO hat not worted 
out revised atimata backwards, for years 
prior ot 1980-81 this presents problems of 
comparability over time. 

IWo strikingly divergent conclusions 
emer^ from the use of the flgures of Ml 
and M3. When one looks at the velocity of 
circulation of Ml, one can say with a 
reasonable degree of assurance that the 
velocity of circulation has not shown much 
of a change; in fact, velocity increased 
somewhat between 1970-71 and 1983-84 but 
came down thereafter to earlier levels. 
Looking at M3, however, there hat been a 
striking dedine in the velocity of M3, from 
3.6S in 1970-71 to 2.08 in 1983-84; thereafter 
velocity has remained more or less the same. 

These are extremely important pointers 
for policy making; a^ recent literature- 
emanating from the pundits either in the 
finance ministry or the Reserve Bank of 
India—does not throw any light as to the 
reasons for the observed trends or their 
signiflcance. One conclusion is patent. 
Looking at Ml, there has been no decline 
in the income velocity of circulation of 
money; and since even today the Indian 
economy is largely a ‘cash transactions 
economy’, one can say that in planning for 
a safe limit for defleit finance, the govern¬ 
ment should not anticipate any decline in the 
velocity of circulation of money. In other 
words, the ‘safe’ limit of defleit finance 
would be given by the increase in real out¬ 
put expected (or plaimed) and the possibility 
of increased monetisation of the economy. 
Incidentally, the expected increase in oufout 
should exclude the increase in the income of 
government savants (defined as the na out¬ 
put of government services)—that is, the 
wages and salaries of the armed forces and 
the vast army of civil servants—whose total 
emoluments have been increasing at a rate 
much faster than the combined increase of 


Tabi I I: Crude EsriMATts of Income Vi iocitv oi Moni y 

(Rs crore, except for velocity) 


Income Velocity of 
Circulation of 



.Ml 

M3 

NDP at 
Market Price 

Ml 

M3 

1970-71 

6898 

10321 

37762 

5.47 

3.65 

1975-76 

12547 

21036 

70016 

5.58 

3.33 

1980-81 

20865 

50731 

119648 

5.73 

2.35 

I9R3-84 

30449 

80185 

17%22 

5.90 

2.08 

1984-85 

36034 

94758 

197515 

5.48 

2.08 

1985-86 

41043 

110971 

224234 

5.46 

2.02 

1986-87 

46977 

130255 

261238 

(249844)* 

5.56 

(5.32)* 

2.01 

(1.92) 


Sounvs: RBI, Report on Currency and Finance, 1986-87. Vol II, p 37 for money supply (statement 30). 
CSO. National Accounts Statistics, January 1987, and Press Note of F^ruary 1988. 

* 1 he esttmates of NDP for 1986-87 is based on the ‘new series’, ftor 198S-86, the new series 
^how^ NDP higher by 4.4 per cent over the old series estimate; and if an adjustment is made 
by this peicentage, comparable Hgures of 1986-87 NDP (would be down to Rs 24M44 crore. 
The corresponding income velocity of circulation figures are given in parenthesis. 
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agricHlniial and twdaitfifM outi^. 

No one GIB ecrtaio of the nte of 
increue of monetiaidon in the economy, 
though then i« no doubt Uiat this proceu 
has been continuing since independence. 
Suppose; now, tihat the average tate of 
gnn^ of the economy is assumed to be 5 
per cent, at in fiict envisaged in the Five-\bar 
Plan, one couM say with some confidence 
that the rate of increase in Ml should not 
exceed, si^, 8 to 10 per cent per annum, at 
the outside. Any increase in Ml beyond this 
level is likely to be inflatitHiary. 

Let us now uke a look at M3. It is 
generally known that time deposits with 
banks have been increasing at a rapid rate 
for <|Uite -iomc time past. Let us take a look 
at Ikble 2. 

A britf word in clarification of Ibble 2 
is called for. First, time deposits are a *stock’ 
figure while the NDP figures are a ‘flow’ 
estimate. The percentage figure (in the last 
column) has no economic significance oicept 
merely as indicating the rapid change In the 
vitiume of time deposits in IncUa. (Here 
agatn, because of the non-comparability of' 
1986-87 NDP Hgures with those for earlier 
years, one could use the figures in paren¬ 
thesis.) Between 1975*76 and 1980-81, time 
deposits as a penrentage of the NOP more 
than doubled, from 12 per cent to 25 per 
cent; the percentage has been steadily rising 
thereafter also. 

Looking at the composition of saving, as 
per the National Accounts Statistics, net 
time deposits of households increased from 
5.8 per cent of total savings in 1970-71 to 
20.4 per cent in 1984-85—we are now com¬ 
paring the ‘flow’ figures—as Table 3 would 
indicate. 

It is a little mystifying, this increase in 
time deposits. Indeed, the sharp increase in 
time deposits between 1975-76 and 1980-81 
also coincides with the sharp decline in the 
veiocity of circulation of M3 which also 
came down precipitately from 3.33 in 
1975-76 to 2.35 in 1980-81. Who owns these 
time deposits? How come there has been 
such a significant change in the pattern of 
saving in the country, with such a marked 
increase in the savings in the form of time 
deposits? Finally, what is the significance, 
as well as the impact of this marked change 
in the savings pattern in tiie economy? 

First, who owns these time deposits? The 
Reserve Bank analysis of ownership of bank 
deposits stops at 1982. Let us see the rele¬ 
vant figures as given in the RB! Bulletin of 
March 1987 (Ibble 4). 

Unfortunately, the large ‘unclassified’ 
group hides more than is revealed. Between 
1976 and 1982, there is a dedipe in time 
deposits hdd by goremmenu and by the cor¬ 
porate seetpr (from a total of 26.1 per cent 
to 14.0 per cent). The share of individuals 
and Hindu undivided families has gone up 
from 65.9 per cent to 78.5 per cent. Even 
deducting the 3.6 per cent now accounted 
for by non-icsidents, the share of individualt 
(and HUF) has gone up by a per cent. The 
increase in time deposit* held by farmers is 


perhaps indicative of a movement away from 
farm improvements by rich (and well off) 
formers, whose percentage-share has gone 
in> by 3.7 per cent. One can also Undentand 
the increase in the share of professionals and 
self-employed whose share has gone up by 
2.8 per cent. But both the above as well as 
the 2 per cent increase in the ‘unclassified’ 
category seem to suggest a definite shift in 
the distribution of income in fovour of the 
upper middle class (who are now able to save 
m^ but who prefer to hold their savings 
in interest earning deposits with a fairly high 
degree of liquidity). 

The divergent patterns of veiocity of cir¬ 
culation of Ml and M3 appear, therefore, 
to indicate the following: 

(a) In India, where we have yet to develop 
the habit of payments by cheque; it may be 
better to use Ml rather than M3 for 
estimating the velocity of circulation of 
money for policy purposes. If we use this 
measure, the income veiocity of drculation 
has not been changing in the past fifteen 
years or so This has an important bearing 
on the extent of deficit finance that can 


safely be imdertaken by government. 

(b) Because we have been adding new sav¬ 
ings instrumentt which are highly liquid- 
pace the Indira Vikas Hstra-the savings 
impounded by such instruments (induding 
the Rahat Fstra) could well form part of ac¬ 
tive monetary circulation, life have no infor¬ 
mation on tlw velocity of circulation, if any. 
of these instrumoit^ but they eoidd wdl 
become important instruments for black (or 
tax evaded) transactions. This, of course, is 
a conjecture, but if this conjecture is even¬ 
tually found to have validity, the velocity of 
circulation of these instruments could well 
be higher than the velocity of money. 

(c) The NDP figures are officid estimates 
of income; they exclude tax evaded incomes. 
One does not know whether 'black money’ 
is increasing or decreasing: it is a popular 
hypothesis that tax evad^ incomes are 
increasing. If that hypothesis is correct, the 
velocity of circulation of Ml (and other 
instruments used for black money trans¬ 
actions) must be increasing; else, there would 
have occurred a general decline in prices, 
while in fact prices have been rising, of late 


tS A Pi RCCST/VliL OI I'lll’ Nl I PkOIHiI 'I 

(Rs crorei 



rime Dcposit.s 
ol Scheduled 
Banks 

NDP at Market 
Price 

Time Deposits 
as a Percentage 
of the NDP 

1970-71 

.3422 

37762 

9.06 

1975-76 

8490 

70016 

12.13 

1980-81 

.3(XI<,6 

.9648 

25.1.3 

1983-84 

497.37 

179622 

27.69 

1984-85 

58724 

197515 

29 73 

1985-86 

69928 

2242.34 

31 19 

1986-87 

8.327” 

261238 

31.88 



(249844)* 

(33.34)* 


Sounv. Currency atu! I'inance Report, 1986-87 lor lisiircsritiinicdeposils. Sationa! Accounts Statisuci 
for NDP figures. 

• Sec footnote to Table 1. 

Tabi [ 3: ’I IMI 1)1 iDsiis AS A Pi m i niai.i oi '1 oiai DtiMtM if Savini. 

(Rs crore) 


1970 71 

Net deposits of households 265 

(5.8 iK-r ceni) 

Total saving in the economy 4566 

(100 per ccnl) 

Source: Nattona! Accounts Slalisttcs, January 1987. 


1980.81 

1038 

(14.3 pet cent) 
21272 

(100 pci ccnl) 


1984-85 


6048 

(20.4 per cent) 
29635 

(100 per ccnl) 


Table 4: Patti-rn or Ownlrsiiip oi Ti rm Deidsits with SriiEuui ed Banks in India 


(Percentages) 



1976 

Last Friday of 
1978 

1982 

(1) Government (inci foreign governments) 

8.2 

9.2 

6.9 

(2) Corporate non-nnancial sector 

9.5 

7.6 

3.6 

(3) Corporate financial sector (incI provident 
fund, etc) 

8.4 

4.6 

3.5 

(4) Other institutions (inci trusts, etc) 

7.9 

9.6 

7.3 

(5) Individuals and HUP 

65.9 

69.0 

78.5 

(a) Non-iesidents 

— 

2.5 

3.6 

(b) Farmers 

5.4 

7.4 

9.1 

(c) 3Vage and salary earners 

14.3 

17.9 

14.7 

(d) Professionals and self-employed 

6.0 

8.7 

8.8 

(e) Others find unclassified) 

40.3 

32.6 

42.3 

fotal 

100.0 

100.0 

100.0 


Sourer RBI Bulletin, March 1987. 
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quite iharply, at double digit innuel rata that of fiscal discipline; is not bdng foDowed 
(d) Finally, and to repeat a pmt made 


earlier, if the velocity of circulation of Ml 
is not decUning, there would clearly be much 
less scope for non-inflationary deficit 
finance than indulged in by the central 
governmott. 

One recalls in this connection the state¬ 
ment made by the governor of the Reserve 
Bank of India during the TV interview 
simultaneously with the presentation of the 
1988-89 budget in parliament. The Reserve 
Bank governor, when asked for his opinion 
on the extent of the uncovered deficit in the 
budget, opined that by itself the deficit was 
not large but that in tlw context of the deficit 
in the previous years, the deficit was uncom¬ 
fortable (and presumably a cause for worry). 
What the Reserve Bank governor meant was 
that the system was already saturated with 
liquidity and may not be able to support fur¬ 
ther increases in money supply without 
inflation. The rise in prices of almost all 
nccessitie.s over the past few months is 
merely a reflection of this situation. 

The short point is that if the velocity of 
circulation of money is unlikely to go down, 
the increase in money supply to meet the 
needs of increased output plus a small 
margin to allow for increasing monetisation- 
one does not know precisely how much that 
is likely to be—should not exceed, say, 8 per 
cent or, at the very outside, some 10 per cent 
per year to ensure price stability. 

If monetary targdling is to achieve that 
order of increased monetary circulation, 
with the increase in ‘reserve money’ far 
exceeding this pereentage, credit creation by 
banks would need to be dampened to such 
an extent that it may cause a decline in ag¬ 
gregate output, at any rate a stagnation of 
industrial output, and other economic 
activity. 

It is not as if the proponents of monetary 
targeting are not aware of this problem; they 
are helpless because a major assumption. 


by the central government. In effect, 
therefore; monetary targeting is likely to 
remain of the nature of a highly theoretical 
proposition. 

This is not the occasion to discuss what 
the central government should do; there are 
enough expert opinions on the subject, and 
in any case, we have not even discussed the 
poliQT prescriptions of the ‘supply siders’ yet. 
Perhaps this discussion could UsefiiUy be 
closed with a few posers to the monetary 
authorities, meaning both the finance 
ministry and the Reserve Bank of India. 
First, why is it that even as latests 1988, we 
have no clear or concise idea of the owner¬ 
ship of bank deposits? For time deposits, we 
saw that as of 1982, as much as 42.3 per cent 
of deposits belonged to the ‘uncliusified 
category’. Apart from this large gap in 
information, the data are as old as those for 
1982, which does not tdl us exactly what has 
been happening in the economy of late; who 
is holding the increasing volume of time 
deposits, and whether there is a real 
possibility of these deposits being suddenly 
activised. The asset holding preferences of 
the household .sector in India (which, for 
lack of data, again includes unincorporated 
enterprises) have been undergoing rapid 
changes in recent years—there is evidence of 
that—and further complications ate arising 
because of the introduction of new in¬ 
struments of financial saving by the centre 
with a breath uking regularity. ^ had, first, 
the Indira Vikas Patra, then the Rabat fttra, 
the latter free of both the income tax and 
the wealth tax, and now a series of public 
sector bonds (with diverse tax benefits). The' 
questions that one may legitimately ask are: 
first, do these new iiutruments help to 
increase savings in the economy, or are they 
merely a transfer from one set of financial 
assets to another? If so, whom do they 
benefit, except the existing savers who are 
thus helped to legally minimise their tax 


liability, with the sane rate of saving? in 
otlKT words can we sgy with confidence that 
these new instruments have helped to 
increase private savings (whidi have bem 
stagnating lately)? If not, what have tl^ 
new instruments addeved? Secondly, are we 
not consciously hdping to ftidge the disdne- 
tion between savings and money? Ikke the 
Indira Vikas Patra. It has been announced 
as an instrument of saving: and so it is, con¬ 
sidering that it doubles itsdf in value in five 
years. But it is also a bearer bond which 
makes it akin to currency for large (black 
money) transactions. What predsdy is 
the rationale or objective Irehind this 
instrument? 

Penultimately, can the rapid increase in 
the volume of time deposiu be properly 
explained? Obviously, we need to kr^ more 
atout the holders of time deposits. The 
increase in time deposits held by rich fermers 
is a bad sign: it means the return on farm 
investment is today getting to be less than 
8to 10 per cent. Is it a sign fiiat the so-called 
Green Revolution has petered mit even in the 
rich farm belt of Punjab, Haryana and 
western UP? We need a regional break-up 
of the ownership of bank deposits to 
understand this phenomenon. 

Finally, with all the new fangled in- 
strumeits of saving dreamed up by the cen¬ 
tral government, is the Reserve Bank not 
likdy to lose whatever control it has ova- the 
money market? As it is, there is a large in¬ 
formal money market in India. Are some of 
these instruments like the Indira Vikas Pstra 
not helping the tax evader to en^e more 
freely in black money transactions? Do 
instruments like the Indira Vikas Patra and 
the Rabat Patra not add to the strength of 
the informal sector? And if such a pro¬ 
gnostication is correct, quite apart from the 
fiscal irresponsibility of the centre—by way 
of large doses of deficit finance—is 
monetary targeting at all meaningful in the 
present framework? 
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Nature of Indians Export of Capital 

DN 

The stttKtaatial ivJe of Indian capital in joint ventures in third 
world countries is now being formulated as definite policy. 

]^ous-imperialist powers are being offered the advantage of 
cheap Indian manpower and resources. With a convenient third 
world label, these projects can go as examples of ^south-south' 
co-operation, rather than as extensions of imperialist exploitation 
of the third world. 


INDIAN industry is supposed to have 
technologically come of age; offering a wide 
variety of all but the latest technology and 
even exporting it to other third world coun* 
tries as a shining exunple of ‘south-south* 
co-opmtion. In order to assess this claim 
it is nemsary to look at the extent to which 
the technoJbgy acquired has been assimilated 
and adapted so as to export it in a later 
period; the nature of the technology ex¬ 
ported; and the extent to which such export 
was allowed by the terms of the 
collaboration. 

Export Restrictions 

Ihldng the last aspect fust, it has been weU 
documented (Subramanian, 1972) that 
foreign collaborations generally included 
restrictions on the export of the machinery 
produced or the transfer of the technology. 
But more important than these restrictions 

«.the threats to exports from restrictive 
clauses incorporate in collaboration 
agreements is more potoitial than actual for, 
as long as the scale of manufacture is not 
big enough to yield an export surplus and 
the cost of production too high for the pro¬ 
duct to be competitive in international 
markets, the possibilities of exports will be 
limited in any case irrespective of the export 
restriction clause” (Subramanian, 1^). 
That was the situation after the first burst 
of planned industrialisation. Has the situa¬ 
tion changed? 

The 1985 RBI Survey of Fomgn Col- 
labomlion in Indian Industry found that, 
‘Hhe tendoicy to impose export restrictions 
has increased over the period. Agreements 
with export restrictive clauses numbered 354 
andformeo... 61.0 per cent of tci^ number 
of agreemenu” (p 41). That, however, is not 
the end of the story of export restrictions, 
^gformal or “gentlemen’s” agreements 
existed to restrict exporu in 20 per cent of 
sample cases in a study of British collabora¬ 
tion in India (Bell and Scott-Xammiss, 
1983). 

Sim 1967 many machine-producing sec¬ 
tors of -Indian industry haw had excess 
capaciti e s, if not continuously at least imer- 
mittendy, and thus could haw had surphoes 
for export. Even in this situation, hoswver. 


the collaborating TNC principals did not 
consider that the Indian firms would have 
the technological and managerial capacity 
to compete in the export markets. The above- 
mentioned study quotes one firm explaining: 
“If the Indian firm was actually capable of 
doing what the agreement allows, we would 
go bust. As it is, they can have export righ(.s 
to whatever they like” (Bell and Scott- 
Kammiss, 1985). 

Other studies of European collaborations 
(all carried in the same issue of EPW) and 
Shoji Ito's study of Japanese collaborations 
in India corroborate the above findings. Ito 
reports that mo.st Japanese firms had no 
provisions which cither limited exports by 
the Indian firms or limited diffusion of 
technology within India or to third coun¬ 
tries. “Most of the companies considered 
control mechanisms as unnecessary. Various 
reasons are mentioned. First, there is the lack 
of competitiwness of Indian firms. Second, 
for many potential users of technology it will 
be difficult to operate without continuous 
supply by the Japanese firms of know-how, 
inputs, spate parts and technical information 
and repair” (Ito, 1985). 

So, more than a restriction on the Indian 
joint enterprises’ exports, the limitation is 
in the inability of the Indian ilrms to learn 
the technology, to assimilate and adapt; at 
tim«, ewn their ability to continue produc¬ 
tion without a continuing relation with the 
TNC principal is limited. 

Nature of Technoiogical Capacii y 

WHat is the nature of the technological 
capacity acquired by Indian industry 
through these collaborations? One supplier 
commented: “What was transferred were 
dies, drawings and specifications, not ‘know¬ 
how’ let alone ‘know-why’. They acquir^ a 
tiny fraction of the technology!’ And 
another: ".. .they- haw not obtained 
technology. At present they don’t get 
technology transfa Just design” (Scott- 
Kammiss and Bell, 1985). 

The technolopcal capabilities acquired 
after the fiitt round of "tKhndogy transfer” 
was summed up by P Mohanan raiai on the 
basis of DGTD studies of 40 cases: 
“Ttehnicai change has been in the substitu¬ 


tion of ‘peripheral’ items, but the core 
technology it stmimported... For products; 
we haw the capacity to productionise given 
drawings” (1979). Productkmidng dravings 
was then the limit of the techndogical 
capability acquired, “But experience has 
shown again and again that even that 
capability would not be translated into 
innovatiw efforts!* It should be noted that 
the abow conclusions apply just as wdl to 
the gowrnment sector consuhancy firms like 
EIL and PDIL, which import the basic pro¬ 
cess and themselves carry out only the 
detailed engineering, which is not much 
mote than a routine job 

Countries like Japan haw imported 
technology at earlier stages. But such impott 
was always backed up by considerable 
R and D effort to assimilate and subse¬ 
quently dewlop new technologies. Indian 
firms have shunned investment in R and D, 
preferring each time to go in for collabora¬ 
tion to acquire newer technology. 

Whatever adaptations and additions 
made, have been of a peripheral kind, leav¬ 
ing the core technology untouched. For 
example, L and T’s design work in hydraulic 
excavators “involves adaptation to local raw 
materials, to components procured locally 
and to local^requirements of customers. This 
design is o'f a turning and modification 
nature and has nothing to do with genera¬ 
tion of our basic design concepts” (Edquist 
and Jacobsson, 1985). In the paper industry, 
forinstance, there has been some adaptation 
to local raw materials (bamboo as against 
deciderous soft woods) but nothing beyond 
that. 

The reasons for such a lack of attempts 
at first assimilating and then dewloping 
technology are not far to seek. The firms 
focus on the short-term and on quick 
returns. For this it is sufficient to acquire 
production capacity, rather than learn or 
develop new technology. In a market already 
dominated by the TNC giants this is the 
natural tendency of capitalist accumulation, 
Itft to itsefl- Enterprises in both governintmt 
and private sectors fall into this tendency 
quite naturally. Both are notorious for not 
wanting to spend the many years it takes to 
translate a technological capacity into com¬ 
mercial production. And this will continue 
so long as the state does not interwne to 
decisiwly affect the market processes of 
capiulist accumulation in an economy 
dominated by imperialism, in a semi-colony. 
A manager of an Indian monopoly enter¬ 
prise summed up the experience quite suc¬ 
cinctly; “Our objectiw is not design, but 
profits!’ But, “Decades of experience show 
that this step from adaptiw tolsasic dtslgn 
is normally not tstoi automatically by the 
firms in d«elo|dng countries when they haw' 
adiieved a high domestic content of the pro¬ 
duct. They must be induced to do sif 



(Edqiiist and JacdbMon, IMS, emjiluuis 
added). Condnubig along the channels of 
compradoritm is the natutal tendency of 
these large firms. The Indian state loo sup¬ 
ports this process of ‘development*. 

Capital export 

Coming now to the export of capital and 
technology by the large Hrms of the Indian 
private sector, they are of two kinds. There 
are the fully-own^ subsidiaries. These are 
concentrated in the imperialist countries, 
and have little to do with manufacturing. A 
large number of the subsidiaries are in the 
hotel business— cashing in on both the 
overseas Indians' demand and ihe>‘ethnic* 
demand. A number of them are in trading, 
agency business or are holding companies. 
Morris (1987) points out these are meant 
to hold and launder the various undisclosed 
foreign exchange earnings of the big 
bourgeoisie. 

The second category of the foreign enter¬ 
prises is the joint venture (JV). In the JVs 
the industrial sector has absorbed as much 
as 84 per cent of the equity share capital 
exported (ibid). The concentration is in six 
industries: textiles, textile fibres, vegetable 
oils (chiefly palm oil), paper and board, and 
machinery and transport equipment. In the 
machinery and transport sector, machine 
tools and automobile ancillaries are impoi • 
lant. The purely extractive industries arc not 
represented in Indian investments abroad— 
despite the fact that India docs need substan¬ 
tial imports of raw materials. Only in the 
case of palm oil is vertical integration a fac¬ 
tor in capital export. Considering the geo¬ 
graphical and sectoral distribution of Indian 
foreign investments, the following points 
need to be noted—the investments arc con¬ 
centrated in less developed countries and 
they are almost invariably against supplies 
of machinery. 

It has already been noted that most col¬ 
laborations have clauses restricting exports. 
This applies as much to machinery manufac¬ 
tured under collaboration as to other'com¬ 
modities. The Indian firms that make the 
foreign investments are usually the producers 
of machinery, in fact, the initial thrust for 
foreign investment came in the 1967 reces¬ 
sion, when the machinery producing .sectors’ 
internal markets collapsed. In the case of 
textiles, for instance, Balakrishnan (1976) 
points out that many of the Indian houses 
which set up units abroad had units in India 
manufacturing textile machinery. This 
machinery was, as a rule, produced under 
foreign collaboration with restrictions on 
exp6rts. Were the exports of textile 
machinery an extension of the 'partnership* 
in India? Or, were they attempts by the 
Indian houses to break out of the strait- 
jackets of the collaborations? 

There is a growing literature on Third 
World Multinationals' (e g. Wells, 1983 and 
Nagesh Kumar, 1980 which tries to portray 
ci^tal export from India (and other similar 
third wnhl countridp) as b^g in some ways 


'more appropriate* in' shale and ftieua pio- 
poitions (organic coinposition of caii^) 
and thus more suitable for other thiid world 
countries, than the technology exported by 
the imperialist countries of the north. 

Atudysing the nature of techrxdogy export 
in a situation of technologicai dependence, 
Pillai (1979) points out that it (technology 
export) could take place in two situations: 
(1) the technology is assimilated and 
adapted, and (2) the technology is standar¬ 
dised. In a number of industries, lil» t«- 
tiles, sugar, oil extraction, India is reporting 
standardised technology. The imperialist 
corporations do not even show any interest 
in these industries. They have more or less 
left these fields, where monopoly profits do 
not exist anymore^ to the Indian firms. 

What about the situation in sectors like 
■ransport and machinery manufacture, 
where the technology is not standardised? 
Has the technology been assimilated and 
adapted in order to be transformed before 
export? 

Wells’ (1983) study of Third World 
Multinationals reports that of 52 Indian 
firms that undertook 42 of them had 
obtained their technology from foreign 
sources. They had subsequently indigenised 
production and even made some adapta¬ 
tions. What was the nature of the adapta 
lion? The earlier mentioned studies on 
foreign collaboration point out that the 
adaptations were very minimal, merely in 
peripheral elements and not in the core 
technology. The extent of adaptation was 
limited to substituting raw materials and 
accommodations to local tastes and re¬ 
quirements. There is also no evidence of any 
adaptive effort being made from considera¬ 
tions of scale. “What is significant is that 
none of the adaptive effort undertaken by 
these firms was embodied in any substan¬ 
tial way in the machinery used. This 
machinery appeared not to be very different 
from the original imported versions and as 
such did not boast of any special ‘ap¬ 
propriateness* to LDC conditions” (lall, 
1986). The technology exported by the 
Indian firms was basically the same as they 
had received through collaborations. On top 
of that Lall found that of seventeen firms 
studied, only four of them sourced their 
machinery and equipment from India alone 
The rest imported at least some basic equip¬ 
ment from a developed country. ‘Although 
it was not possible to ascertain in each case 
the reasons for importing machinery from 
developed countries, it appeared that while 
in some cases, such as that of specialised 
machinery, an Indian substitute was just not 
available, in others Indian maciunery did not 
compare well with that available elsewhere*’ 

Wt may then conclude that there does not 
seem to be much of a role for supposedly 
appropriate technology in India’s capital ex¬ 
ports. The technology exported is basically 
the same as that received through collabora¬ 
tion, with very little adapuiion. The conti¬ 
nuing collaborations with the TNCs shows 


that die Indian Joint oiterpriiei 4n«‘ttot 
breaking out of the markets allotted to 
by the collaborations. So the. Indian firms 
go abroad as partners (JuiUor partner^ of 
TNCs which own the technology used. 
“Thus partnership abroad is only tlw enen- 
sion of partnership in the home market; a 
strong impulse being given by the shrinking 
of the latter” (Pillai. 1979). 

Why do the TNCs not themselves unda- 
uke the export of capital and technology in 
these cases? Not only is there the push given 
by the shrinking of the Indian market, there 
is also the advantage given by supply from 
India. The machinery, produced in India 
with standard technology is chesqrer due to 
cheaper Indian labour. In the export of 
capital, the expenses of managerial and 
technical personnel could substantially in¬ 
fluence the rates of return. It is in this field 
that India with its considerably cheaper 
m.inageriid and technical personnel presents 
an economic advantage in investing in lesser 
developed countries. 

The Indian Investment Centre, which is 
the premier organisation sponsoring the 
export of Indian capital as a junior partner 
of international finance capital, pointed very 
clearly to the advantages that this can bestow 
(besides the political advantage of having an 
acceptable third world label): “There is also 
a great potential for co-operation between 
entrepreneurs from India and the developed 
countries for undertaking joint ventures in 
third world countries by utilising the 
sophisticated technology from the developed 
countries and the vast materials and man¬ 
power resources and fabrication capacity 
that is available in India” Indian fabrication 
capacity would be attractive to the TNCs 
because it is cheaper. To that must be added 
the cheaper materials and manpower, in¬ 
cluding managerial, resources. 

The substantia] role of Indian capital in 
joint ventures in third world countries is now 
being formulated as definite policy. Various 
imperialist powers are being offered the ad¬ 
vantage of cheap Indian manpower and 
resources. With a convenient third world 
label, these projects can go as examples of 
‘south-south’ co-operation, rather than as 
extensions of imperialist exploitation of the 
third world. Indo-Soviet trade agreements 
have explicitly taken acebunt of the possibili¬ 
ty of joint ventures in third countries. India 
is a good jumping-off ground for invest¬ 
ments in the third world. 

In this subservient outward movement of 
Indian capital, Indian expatriate business is 
playing a role in its new incarnation as NRI. 
Most Indian joint ventum have NRIs as 
local partners. A number of NRIs who have 
made the transition to industry, in collabora¬ 
tion with various TNCs, have now begun to 
turn their attention to India. The Kenyan- 
Indian ‘Sunflag* group is one such. Promi¬ 
nent among the NRIs coming home to noost 
is the hou% of Hindujas, who in collabora¬ 
tion with the Italian Fiat, have recently 
acquired control of the British joint enter- 
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pruft Aihok UytoBd, 

In tbe oatwud movement of Indian 
(the big flnnt account for the nuqor 
portion. Birlat, 'Otas, Thapar, JK and Modi 
together account for about SO per cent of 
Indian foreign mveitment (Latt, 1986) Thu 
outward movement has been unpelled by a 
lumbination of two tactors~-the contiadic- 
tions of continufflg machinery producum 
111 the face of the limitations of India’s semi- 
k lionial. semi'foudai market constraints, 
and impenabsm’s search for ways to reduce 
losts, in order to raise the profit rates The 
first factor providds the impetus for Indian 
bit capital to seek to extend its compradonal 
laivities outside India But this operates 
within the limits set by the various TNCs 
and is realised only when the TNCs need to 
search for ways to reduce costs 
The joint ventures and such other exter¬ 
nal economic activities have not merely 
Lsonomic but also political implications 
I hey give some leverage to Indian pohtical 
mtiuence (and that of the strategic over 
lords) They are taken as examples of ‘south- 
south’ co-operation These joint ventures 
also moderate India's stand on ‘north south’ 
issues For example, in discussions on an 
international code to regulate the transfer of 
technology, the British weekly The 
honomist, noted with satisfaction that 
India was a notable moderate at the con 
krence (Filial, 1979) 

Politically more significant than this 
general export of capital are the activities of 
Indian big capital and Indian state m the 
tLgion aiound India, i e, in south Asia In 
puisutt of the aim of establishing a regional 
hegemony, though one in alliance with a 
superpower s global hegemony, India’s 
neighbours have been subjected to economic, 
political military and diplomatic pressures 
to force them to accept India’s regional 
(iverlordship The regional ambitions of the 
Indian state have certainly become a central 
political issue in south Asia today 
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1 

IN order to understand communal violence 
in Pune, Aurangabad, etc, one has to under 
stand the way the Shiv Sena has been ag 
gressively trying to penetrate into the mterior 
of Maharashtra and planning to capture 
municipalities and gram panch^ts Bal 
Thackeray has been saying if there can be 
an ADMK chief minister in Thmil Nadu and 
a Iblugu Desam chief minister in Andhra 
Pradesh why not a Shiv Sena chief minister 
in Maharashtra’’ Maharashtra’s regional 
identity too must stiongly and aggressively 
assert itself However, Maharashtra, unlike 
the southern states, does not feel its identity 
threatened vis-a-vis the sUtes of the north, 
at least not as strongly Thus the regional 
identity issue alone cannot help the Shiv 
Sena achieve its ambition 

Regional chauvimsm against people from 
the south worked for a while in Bombay 
Soon Thackeray discovered that his anti¬ 
south campaign in Bombay had lost its edge 
He sulked m isolation for someume after the 
mid-seventies Some pohtical commentators 
had even written off the Shiv Sena as a spoil 
force 

Thackeray, however, got the opportumty 
to reassert his importance when the Hindu 
revivahst movement began to emerge in the 
early ei^ties after the episode of conversion 
to Islam of some Hanjans in the Meenakshi- 
puram district of 'fomil Nadu Indira 
Gandhi, who too had begun to cultivate 
Hmdu votes m* the post-emergency period, 
ecploited this event pohtically and lent sub¬ 
tle support to the Vishwa Hindu Panshad 
Of course^ Indira Gandhi was not the leader 
of a communal outBt, but only shrewdly 
exploited Hindu sentiment tot her election 
victory 

The Shiv Sena and its supremo, on the 
other hand, had a strong communal onen- 
tatiea right foom the beginning Shiv Sena 
had jdg|i^ a significant role in the Kbsa and 
Biuvandi nots m the late sixties and the early 
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seventies Only at times its anti-Muslun 
tirade was overshadowed by its anti-south 
exploits Of late it has been unabashedly 
indulging in anti Mushm campaigns 

The Shiv Sena’s communal rebirth took 
place around the mid-eighties, 1984 to be 
precise It raised the issue of a umted Hindu 
front at a meeting at Chowpatty in Bombay 
in April 1984 This meeting was followed 1^ 
the communal nots in Bombay and Bhivandi 
in May 1984 It was absolute havoc for the 
minonties Swords in hand, the Shiv Saimks 
were roaming the streets of Bombay, Thane 
and Bhivandi with, of course, the police 
looking on helplessly 

The same strategy the Sena has adopted 
for penetrating into the interior of 
Mahrahtra Its ambiuons soaied high after 
It captured the Bombay Municipal Corpora¬ 
tion m 1985 Wherever the Sena tried to get 
an entry it did so by causing a communal 
conflagration Thus a senes of nots 
took place m Panvel, Nasik, Amravati, 
Aurangabad, Nanded, etc. Wherever u open¬ 
ed its branch, communal violence foUo^ 
The Sena now has its sights on muma- 
pabties and gram panchayats It is trying to 
win elections to these bodies by inaung 
communal passions It tned the tactic m 
the Aurangabad municipal corporation 
eleaions 

Here It IS necessary to understand the 
demographic and other changes which 
have been taking place in Aurangabad 
Marathwada was earlier a part of the old 
Nizam state. It was ruled by the Muslim ehte 
m collaboration with a section of the Hindu 
ehte The understanding between the two 
ehtes had helped maintain the precanous 
communal balance; which began to be upset 
with the Razakar Ihhnk on the eve of par¬ 
tition Hmdu resentment against Mushm 
domination began to surface. 

The situauon worsened with the socibI 
and demographic changes which b^an to 
take place widi the oecuuon of development 


Aurangabad Riots: Part of Shiv 
Sena^s Political Strategy 

Aag^tar All Engineer 

Its anti-south Indians campaign in Bombay having lost its edge 
somewhat, the Shiv Sena raised the slogan of a united Hindu 
fronton April 1984. This was foliowed within a month by 
communal riots in Bombay and Bhivandi and, significantly, the 
capture in 1985 of the Bombay muniapal corporation by the Shiv 
Sena The same strategy is being adopted by the Sena now foi 
penetrating into the interior of Maharashtra. 
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whemei bi Auran^ibad in tht iixtws. Hie 
fii*t numifntfttioii dT this was the riots of 
1968. The proportkm of the Muriim popula¬ 
tion in Aiuangabad district has come down 
from 4S per cent to about 30 per cent. 
Industriaiisalion has brought non-Musiim 
outsiders into the town. It is interesting that 
in case of Bhivandi, Malegaon. etc, the 
Muslim population has increased due to 
emigration of weavers from UP and it is this 
that has created the communal problem. In 
Uie case of Aurangabad it is just the reverse. 
Here the Muslim population has gone down 
both in number as well as in significance 

In the Nizam state it was the Muslim 
feudal class which had ruled. With in¬ 
dustrialisation, it is Hindu businessmen 
and industrialists who enjoy power in 
Aurangabad. Most of these industrialists 
and bu.sincssmen have come from outside. 
Muslims have been reduced to penury 
for two reasons; first, they could not 
economically adjust to a commercial and 
industrial economy and remained grounded 
in a feudal economy. Second, they could not 
get their proportionate share of employment 
in the new business and industrial set-ups. 
Even the non-Muslim locals are not getting 
adequate employment in these new ventures. 
The share of locals in new jobs is said to be 
around a mere 4 per cent. Tite local Muslims 
are even worse off. 

A section of Muslims took to anti-social 
activities which created a stereotype in the 
minds of Hindus. In the minds of the 
average Hindus a Muslim in Aurangabad is 
equated with a ‘goonda’, an ‘anti-social’ ele¬ 
ment. It is interesting that in a CIOCO con¬ 
stituency a CPI candidate who had for years 
worked for the workers lost the recent 
municipid election to an unknown Shiv Sena 
candidate When some workers in the area 
were questioned as to why they did not vote 
for Bhalchandra Kango who had served 
them so long, they reacted sharply and said, 
“anyone can get us more w^es and DA, but 
only the Shiv Sena can save us from the 
‘Muslim goondas'*'. If even industrial 
workers have been taught to think like that, 
what about the others? It must make us sit 
up and think seriously. 

The Muslims are on the periphery of the 
economy in the district. Even the II per cent 
Mahars in the town are better off educa¬ 
tionally and employment-wise. Most of the 
Muslims are rickshaw drivers (90 per cent 
of the rickshaws in Aurangabad town are 
driven by Muslims), coolies, vendors, cycle 
and stove repairers and peons in offices. 
There are hardy any Muslims in higher jobs. 
They are not there in business, let alone in 
industries, in any substantial number. 

In contrast to this, the leaders of the 
Muslims are quite wdl off rither due to some 
business or c^inal activity. This contrast 
is very sharp ai|B is felt by the poor Muslims. 
Some of the leil^ are notorious criminals. 
They have political ties. For instance, one 
Javi^ Hasan is gi^ed to be a ‘matka king’ 
and is a supp|^^ of the Congress(I). He 


is thie tirother of the MndiniT^tgl^ leisfer 
'BKiui Hasan who wnskdccted deputy hugw 
with the suRiort of dierCongreasQj; Thoi^ 
Javed Hasan was not given a Congress(I) 
ticket this time, he contested independmuly 
and won by a handsome margin. He 
defeated a Congiess(l) candidate who was 
a Dalit. 

The population of Aurangabad has 
greatly increased and is today mote dian five 
lakh. Outsidets (spedaliy those from western 
Maharashtra) have enured business and 
industries as well as jobs. The local people’s 
share in these, according to Govind Shroff, 
a noted Gandhian leader, is not more than 
2 per cent. Increased urbanisation has also 
meant increased crime (Muslims having a 
larger share in this sphere) and a closer nexus 
between crime and politics. Gang rivalries 
play (heir own part. 

II 

The Shiv Sena registered its entry into the 
town in 1983, in its characteristic style by 
stepping up communal tension. There was 
limited communal strife in Aurangabad in 
1986 when communal riots broke out in 
other parts of Marathwada. Also, the Sena 
was determined to increase its influence 
through the municipal corporation elections, 
though it was totally surprised by the results. 
It had fielded non-entities, mostly youth. 
Unemployed youth are greatly attracted by 
organisations which provide them oppor¬ 
tunities for action and leadership. This 
precisely is what the Sena is doing. Most of 
the communal organisations are exploiting 
this fact, be they the extremists of Punjab 
or ‘senas’ like the Hindu Sena, Adam Sena, 
Bajrangbali Sena or AM Sena. Shiv Sena's 
membership overwhelmingly comprises un¬ 
employed youth. 

One also has to take into account the caiite 
factor. Many of those who contested on the 
Sena’s tickets were Matangs, Bhangis, 
Kumbhars, Mails and Chamars. Many of 
these were rickshaw drivers, vegetable ven¬ 
dors. basket-makers, etc, who could hardly 
spend any money of their own on election 
campaigns. There were, among the Sena’s 
candidates, only three Marathas and two 
Brahmins. However, there were no Mahars 
among them. The Mahars fought separately 
under the leadership of Prakash Ambedkar. 

Why did the Sena give tickets to so maiq; 
low caste candidates? Probably it wanted to 
establish that it was-not the champion of 
upper and middle caste Hindus only. Also, 
none of the established parties gives much 
importance to these low castes. Anyway the 
Shiv Sena would not have got much support 
from the upper caste leaders who have 
already can^ out their niches. Thus ^ 
giving tickets to the low castes, the Sena 
achieved two purposes; it drew new blood 
for its party and also a|q)eared as a chun- 
pion of low caste Hindus. It wotdd be useful 
to study the caste composition of Shiv Sena 
candidates in future elections to the 


Aurangabad Munk^.Conponteeii. 

Hw Sena us«d militant Ifiada ideology 
for winning dw etect i D h t. Thera were several 
reascHis fm du's, It definltdly wants to carve 
out a Hindu constituency for hsdf. It car 
hardly compete with other established 
parties on secular issues. Abo, tat Hindu 
militancy it had to compete with parties like 
the BIP, the RSS, etc Without its un¬ 
restraint Hindu militancy why would 
people prefer it to these organisations? The 
expression of Hindu militancy by the Shiv 
Sena was so unrestrained that the president 
of the BJP, L K Adrani, was compelled to 
express his disapproval of it. 

Also, as nott above, the Sena’s can¬ 
didates were mostly of low caste origin. How 
could they win iegitimisation in the eyes of 
Hindus except through the use of militant 
Hindu idiom? Lastly, it must also be said 
that this is now the game being played by- 
all the parties, whether secular or com¬ 
munal. The elections are lost or won on the 
basis of caste and communal factors, not 
genuine people’s issues. And those with 
criminal backgrounds can play such politics 
more openly and unscrupulously. This was 
borne out the cases of the Shiv Sena and 
the Muslim League which had set up many 
candidates with criminal backgrounds. 

Ill 

As the whole election campaign was bas¬ 
ed on communal propaganda and the vote- 
bank concept, there was bound to be com¬ 
munal tension. Bal Thackeray had openly 
thundered that the Congress(l) had con¬ 
verted Aurangabad into a Muslim vote-bank. 
Out of ,60 seats the Congress had given 
tickets to 22 Muslims. This in fact is roughly 
in proportion to the percentage of Muslims 
in the electorate, which is roughly 38 
per cent. Also, the present MLA from 
Aurangabad is a Muslim, Motiwala 
Thackeray said he was determined to change 
Aurangabad into a Hindu vote-bank. 

On the other side of the fence, the Muslim 
League too was appealing to the Muslims 
to vote for it on the basis of religion. In fact, 
a leaflet is said to have been distributed in 
the name of the Ittehadul Muslimin appeal¬ 
ing to all Muslims of Aurangabad to vote 
only for Muslim candidates, whatever parts 
they belonged to. The Shiv Sena made the 
maximum use of these leaflets. It got them 
translated into Marathi and distributed them 
among the Hindus saying that like Muslims 
they should also vote only for candidates 
representing Hindu interests, i e, the Sena 
candidates. The Marathi translation of the 
pamphlet was also published in Marmtk, the 
Sena mouthpiece. 

However, Shahbaz Rafiq of Aurangabad 
Times expressed his doubts about the 
genuineness of the pamphlet on two 
grounds. First, there is no such organisation 
in Aurangabad as Ittehadul Muslimin. 
Secondly, the pamphlet did not carry the 
name of any Muslim leader on it. Whiuever 
the truth, the leaflet did create a lot of hot 
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air aotf fsWHHXt ^ on fioammal 

lines. ' 

Then thnre cane the victory ratty hy the 
Sena <m May 10 which was addressed iv Bat 
Thackeray Unisetf. Hie ratty was attended 
by more than twenty thousand people, ac¬ 
cording to government intdligence agency 
reports. Othen claim a larger crowd (50,000). 
1 hacketay is reported to have said in his 
speech that he had succeeded in turning 
Aurangabad into a Hindii vote-bank. The 
Hindus need not fear now. it was a pro¬ 
vocative speech. However, the Shiv Sainiks’ 
sense of jubilation turned into frustration 
as the Congress(I). the Muslim League and 
the Dalits (i e, Ambedfcarites) joined hands 
to elect a Congress(I) mayor and a Muslim 
League deputy mayor. TIus anti-climax was 
most explosive in its consequences. 

1b genuinely attend to the Muslims’ 
grievances is one thing and it is quite a dif¬ 
ferent thing to aUy with a communal 
organisation like the Muslim I^eague. 
However, such has been the Congress’s 
political behaviour always—not to solve the 
genuine problems of the Muslims and to 
readily ally with their communal organisa¬ 
tions. When the Congress adopted this line 
in Aurangabad it should have anticipated 
what was in store and should have taken 
preventive measures. 

Chief minister Chavan did anticipate trou¬ 
ble, but failed to take any preventive 
measures. Not only was the police force in 
the town not strengthened, but on May 16 
an SRP platoon was removed for Eid ban- 
dobust elsewhere. This was done despite 
warnings of danger by Congressfl) MLAs 
Moliwala and others. Many responsible 
people told us that tMhe administration had 
been alert, the riots could have been certainly 
prevented But it was not to be. 

IV 

The inevitable happened on May 11, just 
a day before Eid. A large crowd gathered 
outside the court where a petition challeng¬ 
ing the election of the mayor was coming 
up for hearing. An alert administration 
would not have allowed such a huge crowd 
to gather there, specially when tempers of 
the Shiv Sainiks were frayed and the Muslim 
league had allied itself with the Congressd) 
to frustrate the Shiv Sena's attempt to cap¬ 
ture the mayoralty. Also, right outside the 
court, Chagan Bhujbal, the Sena leader who 
is notorious for his communal outbursts, 
was threatening that the whole city (of 
Aurangabad) would burn if the judgmmt 
went against them ,(i e, if the mayoral elec¬ 
tion,were not set aside). But something quite 
unexpected happened: the hearing was ad¬ 
journed for a. week. 

The unruly Sena crowd went berserk and 
started moving towards the city burning 
rickshaws and shops. On the very first day 
five persons were stabbed fatally, four 
Hindus and one Muslim, and 136 persons 
were iqjured, of whom 18 were Muslims. The 


U|h cua^ figttfes tqi dWriy 

thows that Muslim uiti-aoehtt al n n e w ii t had 
made full preparations. It Iw also been 
alleged to our sources of Uifinin^n that 
men of saved Khan, who had b^ denied 
the Congressd) ticket and who had conse¬ 
quently turned dissidem, wreaked havoc on 
their political rivals. Places where Khan's 
opponents had put up posters supporting his 
rival were singled out for attack. 

The police clamped curfew at about 1.15 
p m, i e, within two hours of the outbreak 
of the disturbances. But the curfew was of 
little avail. Arson and loot continued almost 
unabated. Lokmai rimes, a local English 
daily, wrote; “Arson, stone-throwing and 
stabbing incidents took place with lightning 
^)eed and even before one could realise what 
was happening the entire city was in the grip 
of fear and panic Marauding groups of peo¬ 
ple appeared in many areas and went about 
stoning many can, scooters and other 
vehicles..." In all 85 persons were stabbed. 

Chief minister Chavan and central home 
minister Buta Singh went to Aurangabad to 
review the situation. As the situation was 
serious, the chief minister issued orders lo 
shoot at sight. However, in view of Eid the 
curfew was relaxed from 7 am to II am on 
May 18 to enable Muslims to o 'fer tit) 
prayers. But when the Muslims were com¬ 
ing back after prayers, disturbance started 
again and the police Hred as a .-suit of 
which five Muslims were killed. tile the 
police maintain that they fired tt isperse 
an unruly crowd, Mu.slim sources rl that 
the police had fired on a peace crowd 
which was returning from Eid pra >. Only 
a thorough judicial inquiry can bn out the 
truth. The police firing took the il to II 
dead in two days of mayhem in the ity. The 
police also opened fire in Rosh 't Gate. 
Nizamuddin Chowk, Kaisar Col ny and 
Kokanwadi to disperse violent mol; >. Again 
an indefinite curfew was clamped from II 
am. Over 600 persons had been rounded up 
until May 18. 

On May 19 riots broke out in Eaithan, 55 
kilometres from Aurangabad, a..d in a 
village called Bidkin. Both in Paituan and 
Bidkin the violence was directed against the 
Muslims in reaction to what had happened 
in Aurangabad. According to police sources, 
seven persons were killed in various stabbing 
incidents in Pnithan and nine were injured. 
There was panic amohg the Muslims in 
I^than. In Bidkin, 25 km from Aurangabad, 
one person died of bullet injuries and two 
were injured. In PBithan too the police fired 
three rounds to disperse a violent mob, but 
no one was killed. The violence in Paithan 
apparently started after a dead body was 
discovered near a cinema house. Six houses 
were set on fire and 13 shops were burnt. The 
shops belonged to the minority community. 

The outbreak of violence in Paithan was 
quite unexpected. Eid was celebrated there 
with traditional gaiety and Hindus and 
Muslims had greeted each other. This shows 


that the nilidijdrwat tnaMerminad ^pott* 
locah witti a view to inching hatred benm 
Hindus and Mtulims. The vice-president of- 
the Paithan municipal council, Pasha 
Dhande^ and kbuth CongressO) leader- 
Ibrahim Pathan alleged that Pannald' 
Papdiwal, Balu Ghule and Kamalakar 
Wuiole had incited the people to violence 
and demanded stern action against them. 
According to Chandrakant Ghodke, the 
MLA from Paithan, this was the third inci¬ 
dent of violence in Paithan in the last two 
years and it was nothing but a reaction to 
the recent violence elsewhere 

Violent incidents took place in Jalna too 
which is a flpurishing business centre in 
Marathwada. The Shiv Sena tried to hoist 
its flag near the Jama Masjid and tension 
mounted on May 19. Violence broin out on 
May 20 in which two persons were killed aixl 
45 injured. The Sena hand was obvious in 
the Jalna riot. When the Sena district chief 
Shivaji Chothe was asked about the accusa¬ 
tion, he curtly replied that he had been out 
of station. 

Thus it would seem that the current round 
of violence in Marathwada is mainly a part 
of the political strategy of the Shiv Sena. It 
is a very dangerous trend. Unfortunately, 
there is no single leader of vision who can 
check this trend. S B Chavan, who other¬ 
wise is non-communal. has been paralysed 
by the dissidence in his own party and lacks 
the courage lo take any action against the 
Shiv Sena. 

[The investigaiion for this report was carried 
out by S Insaf.j 
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.A. THE DHARAMSI MORARJI 
uiO CHEMICAL COMPANY LTD. 

ftoBMtrad OfflG*; Pro tp t t ChwniMra, 317/21, Or. OMiablioy NaoroP Road. Fort, Bombay 400 001. 



Speech delivered by the Chairman,- 
Shri R. M. Goculdas, at the 
Sixty*elghth Annual General Meeting 
of the Shareholders held on 
2nd June 1988. 


Shri R. M. Gocuidaa 


Ladies and Gentlemen, 

(.welcome you to this 68th Annual General Meeting 
of the Company. Since you have already received 
the Annual Report with the Audited Accounts and 
the Directors’ Report for the year ended December 
31, 1987, I may be permitted to take them as read. 

Before I take up the annual review of the working of 
the Company. I would like to briefly refer to the 
industrial scene in the country. Various policy 
announcements by the Government in recent years 
have been aimed at modernising our industry and 
make it internationally competitive. Necessary policy 
changes are coming forth, although slowly, by way 
of liberal industrial licensing, progressive import of 
technology, capital goods and materials, belter 
balance between supply and demand of Industrial 
products which exposes Indian industry to greater 
competition from imports and also gives incentives 
and the desired thrust to exports. 

On part of the industry major structural changes are 
required in the fields of productivity, technology 
upgradation, managerial effectiveness, quality 
consciousness and consumer orientation. In order to 
bring about transformation, besides change in work 
culture, substantial investments are needed. The high 
rate of interest on borrowings prevailing in our 
country Is bound to slow down the pace. 

Now coming performance of the Company; a 
large invec4|H|kTnade in modernising the Single 
Superph 4 B#im (SSP) production facility at 


Ambernath Works and in the diversification into 
Synthetic Detergents field at Roha Works have 
resulted in heavy interest burden during the year. 
Although profit before interest and depreciation for 
*87 is higher at Rs. 890 lakhs compared to Rs. 775 
lakhs in '86, the profit after depreciation and interest 
is much lower. Your Directors have, therefore, taking 
into account various factors considered it prudent to 
recommend a dividend of 10%. Since there is 
bound to be a time gap between incurring the 
capital expenditure and reaping the full benefits from 
these investments, the burden of interest and 
depreciation during the year has been 
disproportionately high. Last year’s result should, 
therefore, not be taken as indicative of Company’s 
performance in future. I have every reason to be 
confident that given a normal monsoon. Company's 
fertiliser as well as chemical divisions are capable of 
producing much better results. 

As stated in the Directors’ Report, the unprecedented 
drought, (or the third year in succession in the 
Saurashtra region of>Guiarat and erratic monsoon in 
the Stales of Maharashtra and Madhya Pradesh acted 
as a major constraint of fertiliser demand. Distress 
selling resorted to by other manufacturers in the face 
of fertiliser glut due to excessive inventories and 
reduced demand seriously affected the profitability of 
your Company’s fertiliser operations. In the second 
half of last year, the Department of Fertilisers, 
Government India, attempted to enforce a price 
discipline on fertiliser manufacturers which brought 
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about a semblance of price ^bilisatfon in 
Company’s marketing area for Single 
Superphosphate; but by and large the fertiliser 
market remained extremely depressed. 

During the year under review fertiliser manufacturers 
experienced a somewhat inflexible stand by FICC 
towards recognising even legitimate increases In the 
administered retention price oi fertilisers in general 
and SSP in particular. The payments of subsidy 
conresponding to the equated freight component was 
held MP on aq average for over three months 
throughout the year. I hope that this year FICC will 
not experience inadequacy of funds for subsidy 
amount as a result of which SSiP manufacturers may 
have to wait for subsidy payments for months on 
end. With a more realistic provision for subsidy 
amount in the current year’s budget, I am hopeful 
that the revision In retention price which is due from 
14-88 will correctly reflect increases in cost of 
power, wages, freight and packing charges. Release 
of subsidy and timely revision of prices of fertilisers 
will considerably help the industry ov'ercome the 
liquidity crunch. 

You wjll notice that our Company has so iar been 
largely dependent for its profits on fertilisers 
Looking to the uncertainty of the monsoon and 
problems of liquidity resulting from the inordinate 
delay in receipt of the subsidy on fertilisers, I 
thought that it will be best for the Company lo 
reduce its dependence for Its profits on fertilisers and 
to develop strengths in the more profitable field oi 
chemicals. Necessary action was initiated about two 
years ago and I am glad to inform you that as a 
result of the efforts of our R & D division we are 
now ready to commercialise some new products in 
addition to those traditionally being manufactured by 
the Company. 

There is a good demand for chemicals produced by 
your Company and effective steps are being taken to 
increase the production of 65% Oleum, and Liquid 
Sulphur Trioxide. Besides, in order to meet the 
increasing demand for Chlorosulphonic Acid, your 
Company is implementing expansion of 
Chlorosulphonic Acid plant at Kumharl to produce 
16,500 tonnes per year. This will go into operation 
next month. 

Secondly the gas scrubbing unit on new SSP plant 
at Ambemath was commissioned this month and the 


recovered Hydrofluosiliclc Acid is now being utilised 
for commercial production of Cryolite which is In 
good demand in Aluminium industry. We expect to 
produce about 1000 tonnes of Cryolite per year 
during 1989. 

Further your Company had obtained an industrial 
licence for 750 tonnes per annum Benzene 
Sulphonyl Chloride and 300 tonnes per annum 
Thiophenol at Roha Works. Except for the 
production of small tonnages of Benzene Sulphonyl 
Chloride, there has, so far, not been adequate 
utilisation of plan capacity for these products. Since 
the major use of Thiophenol is in the production of 
a fungicide “Ediphenphos”, which prevents the 
attack of blast on paddy, your Company has decided 
to take up the manufacture of Ediphenphos. Our R 
& D division has stabilised the process. At present a 
substantial tonnage of this fungicide is imported Into 
India. 1 am happy to inform you friat your Company 
has received certificate, of registration for 
Ediphenphos under the Insecticides Act 1968 and 
has made an application for industrial licence for this 
product. All the three products, viz. Benzene 
Sulphonyl Chloride, Thiophenol and Ediphenphos, 
have a very good export potential which will be 
explored. 

In 1988, the Roha Sulphonation plant which is 
running at 100% installed capacity will produce 
sulphonation material worth F^. 12 crores. 

I expect ratio of production of fertilisers and 
chemicals, viz. 62:38 to be reversed to 40% 
fertilisers and 60% chemicals by the end of 1989. 

As regards the year 1988 it will be a year of 
consolidation for your Company. We will seek fuller 
utilisation of Instolied capacities of more profitable 
products like sulphonation products at Roha and 
Chlorosulphonic Acid at Ambemath and Kumharl, 
and better realisation for fertilisers. As a result, the 
working of the Company this year will show a 
remarkable Improvement over 1987. 

Finally, I thank my colleagues on the Board for their 
valuable guidance and all the employees for their 
co-operation and hard work throughout the year 
which has'contributed to the growth of the 
Company. 

Thank you. 


NOTE: This does not purport to oe a record of the proceedings at me Annual General Meeting. 



Soviet Agricultural Policy 

Midbael Ellntan 


Agriculture occupies a key place in the whole perestroika struggle 
in the Soviet Union. This is because Gorbachev needs some visible 
results from perestroika if he is to undermine popular scepticism 
about it (and widespread hostility) and agriculture is one of the 
very few sectors (the others being individual economic activity and 
the new non-agricultural co-operatives) where quick results can be 
achieved. 


IN August Gorbachev stated that the Polit¬ 
buro had decided to hold a special plenum 
of (he central committee of the Soviet Com¬ 
munist Party to discuss agriculture. The two 
plenums in January and June 1987 were 
very radical. The first concerned itself 
with political questions. It confirmed Gor¬ 
bachev’s line that the USSR was in need of 
radical political changes and needed, as part 
of this, large-scale personnel changes and 
glasnost. It also adopted the idea of con¬ 
tested elections, rather than appointments, 
foi many important positions. The* June 
plenum endorsed a document on the 
economy (the new Law on the State Enter¬ 
prise) which, if implemented as its initiators 
hope, would amount to a radical change in 
the Soviet economic system. Hence it seems 
reasonable to suppose that the planned 
agriculinral plenum will form part of Gor¬ 
bachev’s revolutionary perestroika and will 
endorse equally revolutionary changes in 
Soviet society, this time in agriculture. It 
seems likely that the new plenum will com¬ 
bine scathing criticism of the existing 
agricultural system with radical reform 
proposals. 

The criticisms of Soviet agriculture which 
we arc likely to hear an.* easy to foresee. They 
are bound to embrace: 

—The fact that the USSR is a net food im¬ 
porter. despite an exceptionally favourable 
land-population ratio and much of the best 
soil in the world. 

—The low labour productivity in agriculture 
(even according to official Soviet statistics, 
labour productivity in Soviet agriculture is 
only c20-25 per cent of that in the US). 
—Very low returns on investment. In the 
Brezhnev era, enormous investments were 
made in Soviet agriculture, in particular ir¬ 
rigation and water control. In 1971-80 about 
61.5 billion roubles were devoted to these 
purposes. As far as the black earth regions 
of Russia and the Ukraine were concerned, 
it seems that on the whole this programme 
was harmful. By I98S 30 per cent of (he ir¬ 
rigated black earth land was unfit for 
agriculture because of salinity and the for¬ 
mation of bogs. 

—Very high costs of production. Because of 
low labour productivity and low returns on 
investment, costs of production in Soviet 
agriculture are very high. 


—Widespread food shortage.s. Shortages of 
food, and inability to buy desired food pro¬ 
ducts. are a permanent feature of Soviet life, 
especially in provincial towns, and a perma¬ 
nent source of popular discontent. 

—The huge budgetary expenditures on food 
subsidies. The Soviet government spends 
enormous sums on food subsidies. These 
result from the difference between the high 
costs of production and the lower prices 
which the Soviet population are chaiged for 
food products in the state shops. These large 
subsidies are a serious burden on the state 
budget, an important cause of its deficits 
and an important .source of inflationary 
pressures in the USSR. (Although the 
published figures show the state budget to 
be in surplus, it is likely that this is in fact 
an illusion resulting from the Soviet version 
of 'creative accountancy’.) 

—The pour financial position of many 
farms, which require continual loans or 
grants to balance their books. 

—I'he depopulation of .some rural area.s, in 
particular those in the heartland of historic 
Russia. 

Material for criticism of the perfomiance of 
the existing Soviet agricultural institutions 
evidently exists in abundance. 

What kind of changes tor .Soviet 
agriculture are now on the political agenda 
in Moscow? A good idea can be obtained 
by reading the central parly press. This 
makes it clear ihm perestroika in agriculture 
is a very controversial mattei on which dif¬ 
ferent standpoints exist. Some leaders appear 
to support what 1 have called elsewhere the 
‘technocratic model’.' In this model, the ex¬ 
isting framework of collective and slate 
farms is retained, hut two tmport.-mt institu¬ 
tional changes are made. First, the farms are 
given greater autonomy to make (heir own 
decisions. Instead of being at the beck and 
call of local party, state and economic 
organisations, they acquire some genuine in¬ 
dependence to make their own decisions and 
their own mistakes. Secondly, the employees 
of the state farms, the members of the col¬ 
lective farms and the general public, are en¬ 
couraged to develop all kinds of small-scale 
private agricultural activities. This model 
would be similar to the agricultural system 
which prevails in Hungary, which is well 
known for its symbiosis of state and private 


.aBCton. Its |Ki|ivocatin hc^ that it twhild 
combine tile' advantages of loige-adgde 
capital intauive production in prottucu 
where this is advantageous (eg hi gnin grow¬ 
ing) with the advantages of labour intensive 
production where that is advantageous.!^ 
vegetable production). Furthermore, H can 
easily be presented as a natural development 
of existing Soviet institutions. In ad^tioh, 
Hungarian experience shows that such a 
model really can deliver, an abundance of 
food products. In Hungary there is an abun¬ 
dance of foods available and the country is 
a net food exporter. Advocates of this model 
see the large-scale state and collective farm 
sector as primary, and the small-scale private 
sector, while important, as secondary. A ver- 
.sion of this model seems to be endorsed by 
Politburo member Ligachev.^ 

Other leaders appear to support the 
decollectivisation of agriculture. Indeed, the 
emergence of decollectivisation on to the 
political agenda in Moscow is the most 
dramatic result up till now of the entire 
perestroika programme. If it were to happen, 
it would be a dramatic and decisive break 
with economic Stalinism. It would be com¬ 
parable to the end of forced collectivisation 
in Yugoslavia in the early 19S0s, the end of 
partial collectivisation in Poland in I9S6 and 
the decollectivisation of agriculture in (Tiina 
in 1979-84. All of these events were of 
enormous economic, social and political im¬ 
portance for the countries concerned. 

The chief advocate of decollectivisation 
appears to be Gorbachev himself. On August 
S, 1987 he visited an agro-industrial trust 
near Moscow. His visit was extensively 
publicised, taking up most of pages one and 
two of Pravda on the following day. Th.'re 
he pioposed a substantial expansion of the 
existing ‘family contract’ system. The 
essence of the family contract system is that 
a small group, usually one or two families, 
enters into a contract with an official 
organi.sation (eg, a kolkhoz or .sovkhoz) to 
use a certain patch of land or a certain 
numbci of animals to deliver an agreed 
quantity of products to the organisation for 
an agreed price. The group itself is respon¬ 
sible for actually organising production and 
is. in principle, free to determine for itself 
how its time will be allocated and how pro¬ 
duction will be undertaken. The family con¬ 
tract system, which quantitatively speaking 
is only of small importance at the present 
time, has developed under Gorbachev and 
seems to be strongly supported by him. It 
is a successor to the ‘contract brigade’ or 
‘normiess link’ which was strongly advoca¬ 
ted in 1983-85 but which turned out to be 
no panaiiea for the manifest ills of Soviet 
agriculture.' 

On his visit to the trust he had a discus¬ 
sion with the leader of a successful family 
contract group. In this he publicly posed the 
question of going further with family con¬ 
tracts, of leasing to them land and farming 
equipment. Such a system, if the lease were 
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for a flUBiber of yeni mtild onatogouf 
to the Chinese ‘responsibility system’ and, 
if generally appl^ mean the end of 
collective a^oilture production. 

lb make Gorbachev’s meaning Quite 
plain, the day after this discussion appeared 
in J^avda, there appeared another article in 
Prayda which crossed the i’s and dotted the 
I’s. This OQilicitiy talked about “the liquida¬ 
tion of kolkhoty and sovkhozf'. This 
hypodietical decollectivisation was hedged 
around sfith numerous qualifications (it 
would only apply in a small number of 
special cases, eg. in mountainous regions, 
permanently loss making farms, small pieces 
of land cut off from the main body of a col¬ 
lective or state farm, etc). Nevertheless, the 
appearance in the central party newspaper 
of an article advocating “liquidating collec¬ 
tive and state farms" marked a dramatic ad¬ 
vance in the bitter struggle w hich has raged 
all this year in political Moscow for a real 
perestroika of the Soviet Union. 

The advocates of fundamental change in 
Soviet agriculture have been greatly helped 
by the success of small-scale family farm¬ 
ing elsewhere, for example in China and 
western Europe. The succes.sful Chinese 
decollectivisation is well known in the 
USSR. A sign of the times is that, whereas 
a few years ago in the USSR the Chinese 
economic reforms u.sed to be criticised ‘from 


the left’, i e^ for gtting loo fn^ now tliey are' 
sometimn critidsed Yran ^e right’,1 e, for 
not going far enou^. For example, on 
August 27, 1987 there appeared a sym¬ 
pathetic report in Pmvda ifoout the current 
stage of the Chinese economic reform. The 
overall tone was positive The only criticism 
of the author was thm bankruptcies had not 
yet become normal in CHiinal This led to the 
absurd situation, according, to .the author, 
that if firms did well the sta^f-received the 
benefits (through profit shariiig) but if they 
did badly the state had to meet the losses. 
Such arguments are similar to tltpse of the 
western business press an^entirdy different 
to what Pravda was pubHlihing (or imply¬ 
ing by not publishing anything) only a few 
years ago As far as agriculture is concerned, 
Pravda has been paying attention not only 
to China but also to western Europe. 

On August 6, 1987 there appeared in 
Pravda an article about Dutch fanning. Two 
Soviet journalists had visited two family 
dairy farms in north Holland and reported 
their impressions. What had struck them 
most had been the high labour productivity. 
“Dutch farmers have got something to be 
proud of. The peasants not only feed the 
country, but provide 25 per cent of its ex¬ 
ports. The Netherlands is the leading Euro¬ 
pean country for the export of meat, cheese 
(especially l^am cheese), butter and other 


.Let us mi^ some rough 
cdcttUMbBg'tt turns out that taking aooount 
of oeporta each Dutch peasant feeds SO-60 
people!’ In order to make Dutdi agriculture 
seem a possible model for the USSR, the 
Pmvda journalisu stressed the socialist 
features of private dairy farming Dutdi- 
style. The farms they visited were family 
farms, which did not.employ any non-family 
labour. Hence there was no ^exploitation’ in 
the Marxist-Leninist sense: The fanners were 
members of co-operatives which handled 
their marketing and supplied them with in¬ 
puts. Hence, the artide implied, family driry 
farming Dutch-style was not only extremely 
efficient but also quite acceptable from a 
Marxist-Leninist point of view. 

On August 31, 1987 there appeared a 
report in Pravda about Danish agriculture 
by one of the two authors of the piece on 
Dutch agriculture. The picture was similar. 
Vin-y high labour productivity and net food 
exports, generated by small-scale family 
farms combined into co-operatives for 
marketing and supplies. 

It is important to realise that this praise 
for what used to be treated as a non-viable 
method of organising agriculture (small- 
scale family farming) follows radical changes 
in Marxist-Leninist agricultural theory. In 
a book edited by Academician Bogomolov 
and published in 1984, i e, before Gorbachev 
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came to powen a oundi^ tnf lio^tniintloaai 
ideas were tticc»i;>onited into Marxist- 
Leninist agricultural theory. It was recognis¬ 
ed that household agricultural production 
could be ^Icient under certain circum¬ 
stances, attracting into production resources 
<e g, small buildings, remote areas of land 
or the time of pensioners) otherwise not 
aviulable to the state. It specifically recog¬ 
nised that such production was not nece.S' 
sarily technically backward and grossly in¬ 
efficient. On the contrary, it could produce 
additional output at low cost, quite unlike 
the state sector with its high investment, high 
waste, high costs and low returns. It also 
specifically recognised that directive plan¬ 
ning of agriculture could disorganise it and 
that indirect planning via manipulation of 
prices and other financial regulators was 
often more efficient.'* 

The arguments about the various possible 
agricultural policies have been raging ficicely 
in the run-up to the plenum. Opponents of 
decoliectivisation have argued that it would 
be economically irrational. They have 
pointed, for example, to the not very en¬ 
couraging experience of Poland with small- 
scale pri't'ate agriculture. They have also 
argued that under modern conditions of 
large-scale capital intensive agriculture, 
returning to small-scale production would 
be technically regressive (this is an argument 
1 niy.seir have used in the past). In an article 
in Pravda of August 29,1987 the argument 
that family contracts were simply incompati¬ 
ble with modern milk production were 
strongly attacked on the basis of examples 
of highly productive milk producing family 
contract groups in the Moscow region. The 
author look it for giantcd that everyone 
agreed about the merits of the family con¬ 
tract in remote and abandoned areas. 

Agriculture occupies a key place in the 
whole perestroika struggle. This is because 
it is one of the very few sectors (the others 
being individual economic activity and the 
new non-agricultural co-.operatives) where 
quick results can be achieved. It is well 
known from the experience of other coun¬ 
tries those have embarked on the road of 
economic reforms (e g Poland, Hungary and 
China) that quick results cannot be achieved 
in state industry but can from reforms in 
agriculture and the private sector. Gorbachev 
needs some visible results from perestroika 
if he is to undermine popular scepticism 
about it (and widespread hostility) and 
enlarge the social* groups who support it. 
Hence agriculture is of exceptional impor¬ 
tance to the whole perestroika programme. 
Mote food and a contented rural population 
might make perestroika irreversible. Two 
agricultural initiatives of Gorbachev, the 
1983 campaign for contract brigades or 
normless links, and the reorganisation of the 
central bureaucratic bodies into a giant new 
oiganisation known as Agroprom, have 
failed to bring about a revolutionary 
perestroika of Soviet agriculture. It is very 
iinportant to him that he gets it right this 
time. 


As a leading Soviet historian bnoe can^ 
ly explained, in the USSR, ''History is 
politics projected back the past”. Hence; 
a useful indication as to the reality of the 
interpretation offered above, namely that 
decoliectivisation is on the political agenda 
in Moscow at t)ie present tim^ can be found 
by looking at recent Soviet writing about col¬ 
lectivisation, that is the repiaconent of indi¬ 
vidual farming by collective farming in 
1929-32. Earlier this year Literaturnaya 
Gazeia (No IS) publish^ an interview with 
Academician Tikhonov about collectivisa¬ 
tion. and subsequently (No 24) a review of 
readers’ letters responding to the interview. 
The idea that collectivisation had been a 
disaster for the USSR was strongly sup¬ 
ported. On August 9, 1987 V Danilov, a 
leading Soviet specialist on collectivisation, 
published a long article on the subject in 
Pravda. He aigued that the rapid and 
forcible establishment of collective farms in 
1929-32 was a complete distortion of Lenin’s 
thinking on co-operatives. More or less 
realistic material on collectivisation has 
begun to appear in Soviet publications for 
the first time ever. The non-Bolshevik 
agricultural economists arrested in 1931 and 
subsequently repressed were rehabilitated in 
July of this year. Indeed one of them, 
Chayanov, is to be republished next year in 
a two volume edition. This revival of interest 
in the theoretical opponents of collectivisa¬ 
tion, of course, reilects the fact that the 
current thinking of the leadership—or at any 
rate the dominant group in it—is closer to 
them than to Stalin. That bodes ill for one 
of Stalin's most pron.lnein legacies—the 
organisation of agriculture in large scale 
collective and state farms. 

Decoliectivisation would be an extremely 
radical measure. (Obviously it would not be 
called ‘decoliectivisation’. Just as the Chinese 
decoliectivisation was called ‘the develop¬ 
ment of the responsibility system' so the 
Soviet variant would probably be called ‘the 
development of the family contract system’. 
Soviet newspapers would be full of articles 
about this higher and mote advanced stage 
of socialism. Nevertheless, its essence would 
be obvious to anyone who could think.) It 
would adversely affect many officials (who 
would lose the possibility of bossing about 
the peasants and who.se past actions would 
appear no longer good Marxism-Leninism 
but reprehensible Stalinism). Furthermore, 
many agricultural workers might be reluctant 
to give up guaranteed wages for indifferent 
work for more or less Fixed hours, which 
they enjoy at present, for the uncertain 
regards, very hard work and long hours of 
small private farmers. Opponents of de- 
eollectivisaiion will continue to think that 
it would be economically, socially and 
politically harmful. Pravda has recently been 
giving space not only to spokesmen for 
radical reforms but also to their critics. On 
September 7. 1987 it published a reader’s 
letter indignantly rejecting the view that col¬ 
lectivisation had been a mistake. 

In view of all these considerations, it is 


JiiiMble that wiB be uAiibfe to 

agree on a ndkally new modd. Intbat ouc; 
it might simply abandon the attempt to im¬ 
pose a single blueprint of agricultural 
organisation on the whole country and leave 
local offlcials and farmers free to seek for 
the best sdution under their own conditions. 
Natural conditions, the land-labour ratio, 
the products produced and the conditions 
of production (e g precipitation fed or 
irrigated land, large-scale, cattle complexes 
or household production) differ so much in 
the USSR that this might be quite a sensi¬ 
ble line. The centre would only insist on 
certain conditions which any institutional 
changes would have to meet, e g, no new 
subsidies, if possible a reduction in existing 
subsidies, and an increase in productivity. 
Whereas at one time the ofndal view in the 
USSR was that there was only one correct 
way of organising agriculture, which had to 
be implemented everywhere, now the re¬ 
formers at any rate are much more relaxed. 
What would actually happen in Soviet agri¬ 
culture if local officials were left to decide 
their own policy, remains to be seen. 

Another possibility is that the family con¬ 
tract system will be ofndally praised, but 
confined to marginal cases (e g. remote and 
abandoned regions). The chief focus of 
policy would remain the large-scale collec¬ 
tive and state farms. It should be remem¬ 
bered, however, (hat the Chinese decollec¬ 
tivisation began off as a relatively marginal 
phenomenon in the more backward and 
remote areas. 

Notes 

1 M bllman. Socialist Planning, 2nd ed (Cam¬ 
bridge 1988), chapter 4. 

2 Kommunist, 1987, No 4, pp 28-42. 

3 See M F.llman, ‘Contract Brigades and 
Normless 1eams in Soviet Agriculture', in 
J Brada and K Wadekin (eds), Socialisi 
Agriculture in Crisis (Boulder and London 
1987). 

4 01 Bogomolov (ed), Agrarnye otnosheniya 
v stranakh sotsializma (Moscow 1984). See 
chapter 7. 
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Hiss of the Serpent 
The 59th Amendment 

Anil Nauriya 

The constitution is expected by the country's rulers to perform the 
function, of a mass ana^thesia. *We have assumed the power to 
suspend the right to life and liberty in an emergency. On 
declaration of an emergency we therefore have the warrant to kill 
you, if we should so wish—so runs the argument. It is not merely 
the political, bureaucratic and military establishments that have 
come to believe this; even the Supreme Court accepted the 
argument in the habeas corpus case during the ‘internal 
emergency’ in J976. 


I 

Who Laid the Constitutional Egg? 

A CONSTITUTIONAL fetishism has 
taken over in India. The underlying idea 
evidently is that an action, no matter how 
reprehensible, is legitimate if the constitu¬ 
tion provides for it or appears to provide 
for it. The appeal is to the middle classes. 
These classes have a special place in the 
manipulation of con-sciousness through 
constitutional window-dressing. The up¬ 
per classes do not care much for particular 
constitutions. In any case their ability to 
migrate globally gives them a range of 
choice. They can almost buy their con¬ 
stitutional set-up off a departmental store. 
Usually they need not bother to do even 
that. Only revolutions, not constitutional 
perversions, really affect them and their 
property. Beyond changes of scene that 
‘ordinary’ constitutional breakdown may 
sometimes entail, the state of constitu¬ 
tions has little meaning for them. The 
lowest echelons, on their part, may not 
have heard of the constitution or its 
amendment as meaningful ideas at all. 
When they hear of such things, it is as 
meaningless noises. They might be the 
First to be advasely affected by the perver¬ 
sion. But the effort to seek constitutional 
legitimacy is not directed piimarily at 
them. It is the middle classes that are, in 
the first instance, concerned with ques¬ 
tions of constitutional legitimacy, a con- 
^rn not to be sniffed at. That the ques¬ 
tion is important to them does not, of 
course, mean that they insist on exacting 
standards or substantial compliance. 
What worries one is the paradox that it 
is the middle classes which are the most 
prone to acquiesce in the constitution^ 
perversion. A high level of concern is 
combined with a low level of tension. So 
it was in the France of 1851. And so it was 


in the India of 1975. The constitution here 
performs and is expected to perform the 
function of a mass anaesthesia. The con¬ 
nection between the drug administered 
and the state of mind induced is not 
necessarily logical. So an argument like 
the following can pass muster; 

— “We have assumed the power to sus¬ 
pend the ‘right to life and liberty’ in an 
emergency. 

—On declaration of an emergency, we 
therefore have the warrant to kill you, 
if we should so wish!’ 

The fallacy is apparent even on its own 
terms. The only remarkable thing is that 
such a deduction is so easily and widely 
accepted. It is not merely the political, 
bureaucratic and military establishments 
that come to believe in it. Even the 
Supreme Court accepted the argument in 
the habea.s corpus ca.se, during the ‘inter¬ 
nal emergency’, in 1976. Jurisprudentially 
speaking, the assumption is that since the 
constitution is the fount of ail laws and 
since the power to amend the constitution 
has became concentrated poliiicllay in a 
few hands, those hands can touch every 
right that the people may have. The state 
can, under this scheme of things, take 
away without having to assign any reason, 
even that which it does not have the power 
to give. 

For the benefit of those who are con¬ 
tent to take cover under empty legalisms 
it is necessary to record some remarks in 
the nature of posers. The disestablishment 
of a positive proposition does not 
necessarily establish‘its negative. And vice 
versa. The ‘suspension’ of the right to life 
does not confer the warrant to kill even 
in narrow legal terms, regardless of what 
courts may have said or implied. If tomor^ 
row the right to work is included in the 
constitution, any subsequent suspention 
of that right cannot legalise mass 


raRSPBcnvES 

dismissal of workers. A suspension of, sas, 
a ‘right’ to get a mid-di^ meal cannot 
confer the warrant to starve people. 

Such exaggerated claims to power arise 
from weak law, if they arise from law at 
all. It is significant that the teal purpose 
of the amendment has at least as much 
to do with the political situation in the 
country at large, and the constitutional 
spin-offs in relation to this, as with 
l^igab itself. Political action mi^ require 
constitutional and legal sanction. But con¬ 
stitutions require, among other things, 
historical legitimacy. The Constituent 
Assembly may have created a constitu¬ 
tional framework and secured certain 
rights, including the right not to be 
deprived of life and liberty except in 
accordance with law. But life created the 
constituent assembly: not vice versa. The 
assembly was the product of a historical 
struggle. The fact and the values of that 
struggle, for all their limitations, are the 
real sources of legitimacy of the Indian 
Constitution. If a government does not 
live up even to those values, it can have 
no claim even to an initial legitimacy. But 
the present one has neither the inclination 
nor the capacity to learn the lessons of 
history. 

II 

The 'Military Solution* Reaolvea 
Nothing 

The sun is setting on the age of military 
suppression of peoples. This is not to Ik 
confused with the suppression of par¬ 
ticular classes, which is another matter. It 
may still be possible to wipe out a stray 
nationality or quasi-nationality here or 
there by the employment of brute force 
But the White Man's remedy for the Red 
Indian is not easy to implement in the pre¬ 
sent day, assuming, since we must not be 
surprised at anything, that someone may 
still wish to hark back to older policies. 
The military option did not work in 
Vietnam. It did not work in Afghanistan 
or in Centra] America. It did not work in 
East Ba:gpd. It is not working in Northern 
Ireland or in Sri Lanka or even in Israeli- 
occupied areas. The logic of numbers can 
perhaps register some gains for the 
military option in Tibet, but even of that 
one cannot be sure. We know that the 
military option did not work in Nagaland 
or in Mizoram. 

The bipolarity of the world, sup¬ 
plemented by a lower order of multi¬ 
polarity, may have something to do with 
the new state of affairs. Complexities of 
modern government and the near im¬ 
possibility of running the administration 
through Burra Sahib outsiders could be 
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tdoiuness could be yet imother. 

In any event, it is debatable now 
whether the military option can work in 
Punjab. New Delhi's view at the outset ap¬ 
parently was that the chicken-eating and 
beer-drinking ‘kulaks' in the Punjab 
countryside would not have the stomach 
for a prolonged struggle and would 
soon be able to apply brakes upon the 
extremists. This hope has clearly been 
belied. The young never lack for stamina 
if the motive is sufficiently strong; and 
religion combined with the smuggling 
connection is an explosive mixture Every 
year produces a fresh crop of militants. 
They derive further advantage from an 
obli^ng neighbour. A military solution in 
this context means a stalemate, a con¬ 
tinual drain on resources in which, as in 
Alice in Wonderland, the armed forees 
keep ‘running’ year after year, locked in 
combat with a continually fresh crop of 
militants, to remain at the ‘same place'. 
\bars of such military activity in an area 
require, under the contemporary logic the 
world over, years of further military ac¬ 
tivity. Only the arms merchants are the 
ultimate winners. In the current conflict 
some drugs pedlars, no mean profes¬ 
sionals, could obtain some derivative 
benefits as well. 

The Khalistan demand is, when con¬ 
sidered in relation to the various nations 
that have refused to be suppressed 
militarily, sui generis in one crucial 
respect. This is that the crusade is carried 
on in the name of religion. Religion may 
have been an important part of the social 
background that went into the making of 
many of the struggles in this century that 
have been difficult to suppress militarily. 
But religion was not their organising prin¬ 
ciple. In this respect Khalistan’s fore¬ 
runners are Pakistan and Israel—in 
themselves not encouraging precepts for 
either side in the present struggle. The 
forerunners could not be prevented from 
coming into existence as states. But their 
success was relatively easily secured with 
the help of benign colonial powers. The 
Khalistani struggle pre.sents a different 
outlook. And it promises not only to 
bleed but also to brutalise the Indian 
State. There is a latent connection between 
the Khahstani crusade and the widespread 
acceptance by the Hindu middle classes 
of the killings of Muslims in Meerut in 
May 1987. The Jathedars’ Republic, with 
its sten guns aimed at nearly half of its 
own population, is part of the argument 
for the communalisation and desensitisa¬ 
tion of the Indian State. 

The ‘military solution’ will resolye 
nothing, but determine much more than 
it decides. Where then lies the way out? 


ni 

lliia Regiine la Fart of the 
Problem 

The present regime ednnot be expected 
to assist in the search for an answer to the 
Punjab question, since it is part of the 
problem. There is, first of all, the personal 
factor. The name of Indira Gandhi has 
come to be associated with repression in 
Putvjab. This has happened regardless of 
any larger view that may be taken of 
Indira Gandhi. Was she the cause or the 
effect of the increased bitterness in Indian 
politics since the late sixties? Those who 
were close to her and succumbed to tier 
undoubted charm will perhaps never ac¬ 
cept a harsh verdict. Precisely for that 
reason such people cannot resolve the pro¬ 
blems that have come to be associated 
with her and her government. Any regime 
that traces its political origin to her will 
ordinarily find it difficult to deal with, let 
alone settle with, the Punjab militants. 

There is the added complication that 
the prime minister has suffered a grievous 
personal loss on account of Punjab. Only 
an exceptionally great man can be 
expected to look beyond the personal 
tragedy and participate in a genuine 
search for solutions. The best of us may 
be found wanting in such circumstances. 
The last couple of years have shown 
almost conclusively that the prime 
minister does not have the outstanding 
qualities that the situation requires. 

The I 0 .SS that the present prime minister 
suffered in October 1984 is not inciden¬ 
tal to his present position. It accounts for 
it. Zail Singh may now say that it was his 
sense of debt to the Nehru family that 
prompted him to swear in the present 
prime minister, quite out of turn, on 
October 31,1984. Yet, so far as the ruling 
party is concerned, another factor was ad¬ 
ditionally in operation and this has not 
been adequately noticed. This was that the 
succession by the son was an act of 
riposte. It was an answer to the assassina¬ 
tion, an assertion of the immortality of 
Indira Gandhi. In the shock waves that 
spread after the assassination the succes¬ 
sion was seen, after the initial surpri.se, as 
a reassurance that even bullets could not 
affect continuity. So obviously was this a 
riposte that the successor was clearly em¬ 
barrassed by it. The public relations 
exeaise to be seen to appear as the natural 
successor of Jawaharlal Nehru rather than 
that of Indira Gandhi was, consciously or 
otherwise, designed to divert attention 
from the patent embarrassment. The ruse 
did not work. Even if it had worked 
elsewhere, the Punjab militants could not 
have swallowed it. They knew, for one 
thing, of the successor’s association with 
the origins of Operation Biuestar. It is 


dboUAd if th^ cut tir^ tbems^^ 
to deal widi and settle with dni prime 
minismr. Contrary-wise, it te doubtful if 
this prime minister can ever bring himself 
to patdi up with the militants. Is it possi¬ 
ble to ‘settle' with the militants at all? 
Perhaps not. But in the pment circum¬ 
stances, we cannot truly find out. 

A final consideration is of the greatest 
importance. It is only a re^me that has 
a deep stake in the rmolution of Indian 
problems that can be expected to come up 
with statesman-like solutions. A regime 
that is, objectively-speaking, dominated 
by those performing a comprador role, a 
‘Win Chadha regime', is greatly handicap¬ 
ped in this respect. The handicap is one 
of intent and point of view. The com¬ 
prador lobby, with direct and preferential 
access at the chief executive level, has an 
economic interest in, inter alia, larger 
arms contracts. The decisions of such a 
regime with respect to war and peace ate 
bound to be suspect even when these are 
bona fide. Stray individuals here and there 
might still present an authentic image But 
arms merchants in high places and com¬ 
prador comrades do not inspire con¬ 
fidence. It is no use claiming the benefit 
of the doubt. In the case of prime 
ministers, serious doubt is conclusive so 
far as their credentials to continue in 
office are concerned. 

Ordinarily, it would be distasteful to 
discuss an individual in this manner. The 
trouble, however, is that the personal pro¬ 
blems of prime ministers and their en¬ 
tourage can, if not isolated and dealt with 
on an individual basis, inflict great 
wounds on nations. The June 1975 
emergency was, in large measure and in 
the first and immediate instance, the result 
of such personal problems. 

All this dues not, of course, establish 
the supremacy of ‘the personal’ over the 
‘social’ or ‘collective’. The ‘personal 
problem’ is itself a product of larger forces 
that place a particular set of individuals 
in the positions that they come to occupy. 
An adequate explanation must concern 
itself with a study of the powerful com¬ 
prador tendencies and activities that have 
come to be observed in recent years. The 
pulls and pressures that these have exerted 
upon the Indian State have perhaps sur¬ 
passed even those brought to bear by 
other apparently more powerful sections 
of business in the past. Those pressures 
could at least be played off against one 
another. Operating with large business 
establishments within the country, the 
older operators could not afford to com¬ 
promise those who ran the government. 
The centre of gravity remained within the 
country. The new class of commercial 
agents, operating in close conjunction 
with the non-resident Indian network, has 
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no etsential Md lasting commerdal stakes 
here. These operators are here to make 
their buck and fly out. From their exter¬ 
nal hideouts thqr can hold the Indian 
State to ransom. Not able to exercise con¬ 
trol over them, the state soon becomes 
subject to their control in certain well- 
defined spheres and contexts. Hiis dis¬ 
concerting phenomenon is the major 
political and economic event of the 
eighties—relatively minuscule in quan¬ 
titative terms perhaps, but of decisive and 
great qualitative significance for the very 
complexion of the Indian State. It remains 
to be seen whether this state of affairs 
transcends political parties. Even if it 
does, the phenomenon has a deeper nexus 
with the present ruling party than with 
other political parties. This is so if only 
for historical reasons relating to govern¬ 
ment in the eighties. 

Problems like those in Punjab can only 
be approached by such a regime at levels 
that mesh with its ideologies. It cannot see 
beyond. No solution lies within the range 
of its own economic horizon. Not surpris¬ 
ingly, it goes into a mad frenzy. 

IV 

PuHsiliU* Answers and Who Can 
Provide Them 

The possible solutions to the Punjab 
tangle involve the setting into motion of 
a process that reduces the critical role of 
the medieval and the obscurantist ele¬ 
ments in its social life. It is unlikely that 
such elements can be eliminated or 
rend''rcd completely powerless within a 
generation or two. But, handled correctly, 
they can be marginalised. This can be 
done by a regime that has the capacity and 
the ideological motivation to raise issues 
of genuine concern to the people. A 
drastic change in agrarian relations, for 
instance, can so change the points of con¬ 
tention in Punjab that the pre-senl conflict 
would, of necessity, be subordinated to the 
larger social revolution. This task cannot, 
however, be performed by a regime that 
cannot summon up resolution. The 
universe of discourse cannot be modified 
in Punjab in isolation. 

A regime cannot combat obscurantism 
in Punjab and encourage it to flourish 
elsewhere. It cannot build for socialism, 
even if it were so inclined, in one region 
and pursue diametrically opposed policies 
elsewhere. That is why the solution for 
Punjab caimot be delinked from the solu¬ 
tion for India. That is why the Punjab 
problem is in essence the Indian problem. 
That is why ideas of somehow placing 
Punjab in a kind of quarantine and 
Treating* it in isolation are misguided. 
That is also why all the constitutional 


amendments specially directed at Punjab 
irrelevancies, if not worse, as ‘solu¬ 
tions'. The talk about .a possible ‘special 
status' for Punjab, recently heard tven on 
the Left, thus misses the real issue. 

It is instructive to reflect on what the 
outcome of the American Civil War 
would have been if Lincoln had not seized 
the moral and ideological initiative with 
the Emancipation Prodamation. What we 
take for granted today was by no means 
self-evident at the time, militarily speak¬ 
ing. At one point even British Liberals 
hailed Jefferson Davis as ‘founding a 
nation*. But Lincoln ensured that the 
struggle became not a mere political tussle 
but a social revolution. He so changed the 
.stakes that; “Secession meant not an of- 
flcial split but erection of a barbaric stale 
moulded on a system which was to keep 
the labourer in perpetual bondage, and yet 
for ever to be contiguous to that of a 
nation founded on free industry and 
political equalit)^’ 

Rajiv Gandhi i.s no Lincoln. Time has 
also raced far ahead of him. Politically 
speaking, the time has perhaps come for 
Indian Socialism. This is so even though, 
economically, capitalism may not yet 
be moribund and may not even have 
exhausted its possibilities. 

If Indian capital and the political for¬ 
mations sponsored by it cannot keep India 
together without the use of brute force, 
then the historical case for capitalism is 
necessarily over. If India breaks up fur¬ 
ther, there cannot remain much hope even 
for a modern Indian capitalism, not to 
speak of socialism. South Asia must then 
go under—under the heel of a crude and 
stunted economic regime. That would be 
fed by. and would feed in its turn, various 
species of particularism and spawn fur¬ 
ther autocratic and militarist tendencies 
that are bound to flatten out South Asia, 
politically, economically and in every 
other way for decades if not centuries. 

A regime with the blood of social 
revolution in its veins is more likely to have 
the means and the will to drive the 
medieval elements to where they belong— 
that is to the periphery of society. 

Is the role of Indian Capital then at an 
end? And are the forces of social revolu¬ 
tion objectively (as distinct from organisa¬ 
tionally) in a position to perform the 
leading role on the national stage? Large- 
scale Indian industrial capital continues 
to some extent to provide a cementing 
force. But the area within which it does 
so is shrinking, geographically and other¬ 
wise. It has shied away in critical situa¬ 
tions as, for example from the northeast 
and the Punjab, where it never went, and 
from the Bengal of the late sixties. Its 
unifying influence has become open to 


questiem and the nexus between Indian 
capital sold national develdpment is no 
longer as obvious as it might have been. 

That was the true significance of the 
centenary of the Indian National Con¬ 
gress. It marked the end of an era and, 
effectively, of a movement which wiUi aU 
its mix of past glory and present ignominy 
came to represent and dominate the anti¬ 
imperial struggle Its.role and its poUtics 
are not amenable to easy labels. The 
debate over whether a more left-leaning 
programme was objectively possible in 
those years of struggle and about what 
“could have been’ will go on. Whatever the 
outcome of that debate, the range of 
possibilities msQi well be on its way to shif¬ 
ting now. The constraints on an externally 
induced or trade-induced growth of 
Indian capital are plain enough. The 
world market would require a near im¬ 
possible capacity to absorb Indian goods 
for this to be pos.sible in a significant way. 
Even so, some growth in absolute terms 
within this model, though at great 
political cost, cannot be ruled out before 
a low-level equilibrium is reached. 
Whether those limits have been finally 
reached is a matter that may be left open 
for our present purposes. The important 
point here is not whether Indian capital 
has run out of economic steam, but that 
it is clearly running low on its nationalist 
steam. That is, in its ability to provide the 
cementing force that might help keep 
India together. 

Admittedly. Indian capital has taken on 
a new glitter these days. But the shine is 
on the surface. That glitter itself comes 
from an internal weakness. On account of 
the global limits to the capitalist develop¬ 
ment of the Indian economy, the larger 
sections of what was hitherto national 
capital must go global in order to survive. 
This multinationalisation of Indian big 
business, which is still in its incipient 
stage, must increase its contempt for the 
Indian State and weaken its commitment 
to the political process within the coun¬ 
try. Increasingly, the state will seem to 
large Indian capital as no more than a 
plaything, especially as contrasted with 
other awe-inspiring state structures. So 
even the increased internationalisation of 
Indian capital cannot change its essentially 
effete national role. The link between 
‘national* capital and national develop¬ 
ment was never so weak as it is now. 

Effete capitalism cannot assist in a 
significant way in the making of the 
Indian nation. Ordinarily, only the state 
has the capacity and the wherewithal to 
correct uneven patterns of development; 
this is so even though in a specific con¬ 
text it may itself have contributed to this 
phenomenon. In the present context only 
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a socialist state, ia its true and more or 
less oid-fashion«l sense, can have the ad¬ 
ditional ideologiad motivation and the 
will necessary to perform the task. 

Indipi capital has lost out enormously 
also on its historically emancipatory role. 
It does not have the will or the tendency 
to combat revivalism and neo-fascism. 
The much advertised but self-centred 
managerial strata does not rise in indigna¬ 
tion in the bloody wake of, say, the 
Meerut massacre. There is not even a 
whimper of protest from these ‘moder¬ 
nisers’. If they express themselves at all it 
is individually and sotio voce; and these 
expressions are usually in support of the 
murderous role of the State. 

A more emancipatory capitalist ethic 
would perhaps have set in motion im¬ 
mediate and effective counterblasts, both 
within and without the state, to say, the 
sati incident in Rajasthan. There is an un¬ 
written detente between the primary party 
or Indian capital and obscurantist and 
revivalist forces. In this, the former winks 
at, even if it docs not always positively en¬ 
courage, the latter. Such an alliance was 
in evidence also at the time of the con¬ 
troversy that led t»the introduction of the 
Muslim Women’s Bill. 

Such a political formation cannot come 
to grips with what is happening in Punjab. 
This is not to rule out accidental solutions; 
some incident might intervene, defuse the 
crisis and enable the dominating political 
formation to claim that the problem had 
been resolved. Apart from accidental solu¬ 
tions, the present political formation lacks 
the equipment necessary to seize the 
ideological and moral initiative. 

Assuming this analysis to be correct, are 
the more progressive forces in a position 
to play a larger role? Organisationally 
speaking, tho^ might be caught divided 
and unawares. But consider the objective 
situation. It is a matter of some signi¬ 
ficance that in absolute terms the work¬ 
ing class today is comparable with that in 
Russia on the eve of the revolution of 
1917. It may account for a smaller pro¬ 
portion of the total population. That is 
to be weighed against the fact that it is 
considerably more unionised, particularly 
in critical sectors. Industrial development 
in India today also compares more than 
favourably with the Russia of World War 
I. especially in key areas. The development 
of the energy sector is an obvious example. 
All this proves nothing. It does not 
establish that a ’revolution’ is round the 
corner. What it does suggest, however, is 
that it is no longer absurd to believe that 
the forces of socialism can now play a 
more active role on the national stage, if 
the working class fi^ms a smaller propor- 


tioH of the entire population than in pre¬ 
revolutionary Russia, it only means that 
wider.allimuxs will have to te formed. In 
the Indian context these will have to 
include agricultural workers and poor and 
even middle peasants in a big way. Pro¬ 
gressive politics will have to consolidate 
itself on the basis of larger issues. It will 
also have to move out of its sectarian and 
sometimes even stand-offish, and self- 
righteous mould. 

The broadest possible alliances will 
have to be formed and sustained, not 
merely for a couple of years but perhaps 
for scores of years into the unknown 
future. This means alliances not only with 
sections and classes but also with ideas 
and variously placed individuals. This 
may mean also a need to encourage pro¬ 
gressive tendencies within religious com¬ 
munities. There is no reason why the Sati 
incident and the Shah Bano affai. could 
not have been used to split rival com- 
munalisms down the middle by taking thg 
battle right into the Shankaracharya's cave 
and on to the Mullah’s turret. Wherever 
possible, people must be refuted on their 
own terms. Such arguments are necessary 
in order to convince. Anyone with an 
insight into the human mind will confirm 
that if this much is done, people will 
themselves be ready to take the next step. 
How far we have regressed in these matters 
can be gauged from the absence this time 
of a Ram Mohun Roy or a Vidyasagar 
who could have talked to the enemy on 
’Suttee as a religious rite’. 

The progressive elements in politics and 
society must broaden out and fan out. 
This task will not be complete until these 
forces undergo at least one major change 
in position: They must give up the attitude 
of intellectual superiority nurtured by 
.some of them toward the national move¬ 
ment of yesteryear. It does no good to slur 
over the thousands of man-years of suf¬ 
fering that unknown workers in the anti¬ 
imperialist movement underwent in sup¬ 
port of their cause, the neglected families, 
the broken relationships, historical facts 
which reveal the depths of sacrifice of 
which this nation is capable. 

Progressive politics must relate back to 
the national movement at diverse levels. 
Needless attacks upon it have, apart from 
causing incalculable damage to the left 
itself, had other unintended effects. These 
have served, for one thing, to reduce still 
further the social base for mutual respect 
between religious communities. Going by' 
the opinions that were openly being voiced 
at the time of the Meerut incident in May 
1987, for example, it was obvious that the 
ideological triumph of the Rashtriya 
Swayam Sevak ^ngh was, with or 


without Its own efforts, neariy complete. 
So nearly complete was the neo-fascist 
triumph that even the Socialists and the 
Communist groups as well as the trade 
unions associated with them were hesitant 
in making any intervention with their 
party or Union identity. Of course, 
unlike other forces, they strongly and 
sincerely condemned the outrages both 
publicly and privateiy. 

In scoffing and sniggering at the 
national movment, sections of the left 
have tended to blow away the best and the 
finest fragrances of the Indian nation. Is 
all the objective suffering to be forgotten, 
and all the high ideals to be met with 
sneering smiles of contempt simply 
because these do not appear to fit in 
with our concept of what a perfect na¬ 
tional movement should have been like? 
Remember the words of Renan: 

A.S the cooled earth no longer permits us to 
understand the phenomena of primitive crea¬ 
tion, because the fire which penetrated it is 
extinct, so deliberate explanations have 
always appeared somewhat insufficient, 
when applying out timid methods of induc¬ 
tion to the revolutions of the creative epoclis 
which have decided the fate of humanity. 
Progressive politics must think and act 
on a broader canvas. If it misses the hour 
other forces will be sure to seize it. The 
latter can do so cither by themselves or 
through the surer device of ideological 
hegemony over the ruling party. This has 
already happened to some extent. Being 
ideologically better unified, their grasp 
will, to all appearances, be firmer. Yet we 
know that no viable solutions can emerge 
from that part of the political spectrum. 
Its repertoire is exhausted, for almost 
everything in its bag of tricks has already 
been attempted by the political ‘centre’. 
These forces, however, have one advantage 
over progre.ssi ve politics. Their package of 
mystification carries the accumulated 
weight of thousands of years. Though 
they cannot provide viable solutions, they 
can prolong, for an indefinite period, the 
national agony. 
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REVIEW ARTICLE 

The Presidency Banks: The Transition 

Arun Kumar Bonerji 

The Evolution of the State Bank of India: Volume I-The Roots, 1806-1876. Part 1: The Early Yearn, 1806-1860; 
pp xxii + 521 + index; Part 11: Diversity and Re^pouping; pp xii + 478 + bibliography and index; by Amiya 
Kumar Bagchi (published on behalf of the State Bank of India by Oxford University Press, Bombay, 1987); price 
Rs 3(X) for the two parts. 


THE long-awaited history of the evolution 
of the State Bank of India by Amiya Kumar 
Bagchi arrived in 1987. The complete work 
will trace the history of the Presidency Bank.s 
of Bengal, Bombay and Madras—which 
merged in 1921 to become the Imperial Bank 
of India, which in turn became the Stale 
Bank of India in 1955, following the recom¬ 
mendations of the All-India Rural Credit 
Survey Committee. These institutions 
occupied the ‘commanding heights' in the 
world of Indian banking, with the cream of 
business of the British and large Indian in¬ 
dustrial houses. Till 1921, their entire 
managerial staff was wholly non-Indian. 
Indian olliccts came in the 1920s--a few 
as staff officers and another small group as 
probationary as.sistants. When the Reserve 
Bank of India was set up in 1935, the Im¬ 
perial Bank provided the first Governor, Sir 
Osborne Smith, and key senior staff, most¬ 
ly European. This first instalment of the 
history ends in 1876. Subsequent volumes 
will cover the long, eventful and much better 
diK'umented and researched 80 years to I95S. 

We thank R K Talwar, a distinguished 
former chairman of the State Bunk of India, 
for his unusually imaginative decision that 
the bank's archives should be studied, and 
for entrusting the work to Amiya Bagchi 
somewhere in the early or mid-1970s. Shortly 
before this Bagchi hud published a valuable 
study Private Investment in India, IV00‘I93i) 
(Cambridge University Press, London, 
1973). Presumably the sheer magnitude of 
the task given to the team of collaborators 
(selected officers of the State Rank), working 
under Bagehi’s guidance, of collecting 
materials from the archives of the State Bank 
in India and in i^sndon, for a stupendously 
long 150-year period, tracing scores of other 
primary and secondary sources, the sifting 
of all this voluminous material l>> Bagchi. 
and then his drafting of the woi k have taken 
a heavy toll of time. 

Historians of the modern period, as well 
as those with special interest in the hisiorio 
graphy of colonialism, wil' welcome this 
work as it promises to provide an insight into 
the working of colonialism in the spheres ol 
banking and finance. They will eagerly wait 
for the further volumes of this massive 
research effort. Bagchi is the lirst scholar to 
have unqualified access to these archives — 
unthinkable before 1947 or really 1955. It 
was the same regarding the British agency 
houses and the entire spectrum of British 
enterprise in India, as many scholars and the 
present reviewer learnt to their cost. 


THb IDI.AI DELINHATION OF THIS HtSTORV 

Quite early in the Introduction, Bagchi 
sets out what “ideally” a history of the three 
Presidency Banks should delineate—(a) the 
economic evolution of India and her com¬ 
ponent a'gioiis as ihc-y determined the nature 
of business to be transacted by these banks; 
(b) the structure and development of the 
mercantile community which supported and 
benefited from the existence of these joint 
.stiK'k banks; (c) the impact these institutions 
had on the structure of the economy (eco¬ 
nomies) involved, and on the structure of the 
trading cla.s.ses; and (d) the relative impact 
of European ideas and indigenous growth 
in giving the particular shape to the orga 
nisation and functioning of the banks. This 
is no doubt a satisfactory, though very 
ambitious, formulation, especially item (a). 
Alternatively, for an economic historian the 
objective could be stated in somewhat more 
abstract, and at the same time more realis¬ 
able, terms as the effort at identifying some 
of the major strands in the perception by 
these banks of their role, as modified from 
time to time by changes in the economic, 
social and political environment, and then 
their efforts to meet that perception by 
moulding their structure and functions. 
After presenting this formulation, Bagchi 
States that “I his ideal is unattainable by a 
single author or even a team guided by an 
author in their first effort” (page 4; pagina¬ 
tion in pans I and II being independent, 
references to part II here will carry ‘IT after 
the page number), because "there arc many 
areas where there are yawning gaps” in the 
existing considerable body of .secondary 
work on Indian economic history. 1'hen 
follows a significant statement. “We have 
tried to fill in these gaps through a rapid 
survey, but they really deserve separate 
monographs on their own”. The more 
serious reader is left wondering which of the 
yawning gaps have been filled in. 

The arrangement of chapters in the pre¬ 
sent volumes is chronological, as far as the 
business of a single unit is concerned. Then 
there ate chapters on different aspects of the 
working of a unit, for example, the internal 
organisation of the Bank of Bengal, or 
covering all these banks, like foreign 
exchange business being denied to them, 
interspersed between the chronological 
aa'ounts. The plan regarding the subsequent 
volumes which will deal with the rest of the 
period to I955 has not been revealed. 

These two volumes, of a thousand pages. 


are difficult to review—not only because thqy 
form but a prelude, an appetiser, to what is 
still to come for the following eight decades, 
but also because they cover a variety of 
subjects which sometimes, though not in¬ 
variably, appear linked to one another 
largely by their falling within the same 
period. The volumes contain also some large 
chapters where the author has attempted to 
deal with the economic environment of con¬ 
temporary India, the mileu in which the 
Presidency Banks lived, moved: Jtd had their 
being. We shall endeavour to comment on 
both these varieties of mat< rial: on the 
former mainly for certain lane marks in the 
evolution of these banks, and .-n the latter 
for the manner in which these have been in¬ 
terpreted, and how far they are pertinent to 
the major matters in hand, and contribute 
to the understanding of the mutual inter¬ 
action of the institutions and the milieu. 

The Bank of Bengal 

Chapters 3 and 4 provide an absorbing 
account of the origin of state-backed bank¬ 
ing in India around 1800, including perils 
of c'xchangc banking, and the antecedents 
of the Bank of Calcutta set up in 1806, with 
the blessings of the Court of Directors of 
the East India Company, and finally the 
establishment of the first of the Presidency 
Banks, the Bank of Bengal in 1809. This 
bank letainol, right upto 1921, its leadership, 
qualitatively and in terms of the vast area 
covered. The first Bank of Bombay, set up 
in 1840, went through a tumultuous period 
in the mid-l860s when Bombay was rocked 
by a speculative mania, and collapsed. Out 
of its ashes was born the new Bank of 
Bombay in early 1868. The Bank of Madras 
came last, in 1843, after going through the 
tortuous process of the closing of the 
Government Bank in Madras (founded by 
Bentinck in 1806). For the period covered in 
the present publication, the Bank of Madras 
will unfortunately merit only one major 
reference in this review. The volumes are 
replete with many references to interesting 
small issues on various matters, which lend 
a peculiar flavour, especially for a student 
of history. But in a review one has to sacri¬ 
fice referring to many of them. 

Since all these three banks had the right 
to issue notes, and the government held a 
part of their equity and participated in 
management, they had to have a proper 
Charter, fully approved by the Court of 
Directors during the days of the East India 
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Company, i e, lipto 18JB, and thereafter by 
the Secretary of State for India. The Bank 
of Bengal t^an with a capital of Rs 30 
lakh. Rs to lakh being held by the East 
India Company, and the government nomi¬ 
nated three directors to the board of the 
bank out of a total of nine. The charters of 
the two other banks were modelled on that 
of the Bank of Bengal. 

According to its first charter, the business 
of the Bank of Bengal was confined, as far 
as possibles to discounting bills of exchange 
and other negotiable private securities, and 
keeping cash accounts, and receiving depo¬ 
sits, and issuing and circulating cash notes. 
Loans could not be of a duration of mote 
than three months, and could not be exten¬ 
ded or renewed before or at the expiry of the 
three-month term. The security for loans 
could be the company’s paper, bullion, 
treasure, plate, jewels or goods “not of a 
perishable nature”. For adt«nce against 
goods, the value of the loan could not be 
more than half the estimated value of such 
goods. A ceiling was placed on the rate of 
interest chargeable by the bank, viz, 12 per 
cent per annum. Throughout this period, the 
discounting of salary bills features as one 
of the steadiest items of business of the Bank 
of Bengal. Under the rules and bye-laws the 
bank discounted otdy internal bills with two 
good signatures. Begiiming with the early 
1830s, the bank added cash credit accounts 
to its array of credit instruments. The 
number of commodities acceptable to the 
bank as security is stated to have increased 
significantly by then. Jewellery and bullion 
were more important as securities in Madras 
than elsewhere. 

After an initial period of hesitancy, loans 
given by the Bank of Bengal grew in the 
1820$, though with occasional setbacks. 
Three times in that decade, the total crossed 
Rs 4 crore, but came down to Rs 2.37 crore 
in 1831. Indians apparently obtained 60 to 
70 per cent of the loans granted. But Bagchi 
points out that many of the Indians were 
banians of European ftrms, and really bor¬ 
rowed to finance their prindpais (p 118). The 
purposes of the loans could not be indicated 
but they are stated to have been mainly given 
against deposit of government securities. 

Under its first charter (section 29), the 
entire sum of debts of the bank, whether on 
bonds, notes, or any other maniur out¬ 
standing, at one time, and due or coming 
due from the bank, shall not on any account 
exceed the amount of the capital stock of 
Rs SO lakh. On the average, during 
1809-1822, bank notes were outstaniUng for 
an amount of Rs 43,58,000 (p 101). Discus¬ 
sing this matter, Bagchi remarks thm the fact 
that bank notes helped the merchants and 
zamindars meet their need for a medium of 
circulation which was acceptable to the 
government, or the fact that the activities of 
Uie bank hdped improve the credit rating of 
the government, was not an “unmixed evil” 
(sic). Eariiei; he continues, the zamindan or' 
merchants hi^ to pay their dues to the 
government Of other large creditors in specie; 
and some of that trickled down to the ordi¬ 


nary pecgde; and met their need for a uidver- 
. sally accqrtable medium of exchange. Now, 
the landlords or big merchants simply took 
bank notes and paid in bank notes. They 
could now “board any gold or silver that 
came their way, particularly in years when 
business was slack. This meant that tlw coiri- 
mon people had great difflculty in procur¬ 
ing a medium of exchange that would be 
acceptable to the goverrunent or for pur¬ 
chases from outside their villages or small 
towns. Thus, the prices of their produce 
declined and they had to pay a higher batta 
or discount to the money-changer: con¬ 
sequently the income distribution became 
inore unequal” (p 108). This entire un¬ 
fortunate chain of reactions, down to skewed 
distribution of income, begins with an 
obviously weak link, as a note at the end of 
the chapter reveals—“This argument is made 
in an embryonic form in a letter from 
Keerpoy Factory, dated 18 February, 1812” 
(Source: West Bengal State Archives). No 
excerpt from the letter is provided for the 
reader to evaluate the nature of this 
“embryo". 

Bagchi does not explain why the zamin¬ 
dars or merchants should start to hoard gold 
or silver coins just because bank notes had 
been introduced, unless something else hap¬ 
pened at the same time. These notes did not 
circulate freely. Even in the early 1830$, Bank 
of Bengal notes were predominantly of 
Rs 100 and upward, which could hardly be 
used in the rural areas to purchase produce 
at the harvest time or give subsistence loans 
to peasants. According to an authoritative 
source, notes were not then much used 
beyond the commercial circles of Calcutta 
and “in the districts payments for even staple 
articles of commerce were made in such 


small sums and dw po|»dition was lo poor 
that there was hardly any room for a large 
circulation of bank paper. Indian retail 
traders dealt largely in coins” (p 182). In 
Bihar, only one-third the iiutalment of hmd 
revenue payment by a landlord was liv¬ 
able in Bank of Bengal notes, while in the 
North-Western Provinces the notes were not 
accepted at all for such purposes (p 318). 

The agency houses’ crisis in the late 1820s 
and early 1830s reveals the dose nexus 
between the commercial conununity and the 
Bank of Bengal and the East In<!to Com¬ 
pany Government. Chapter 6 presents some 
interesting facets of this. A number of pro¬ 
minent agency houses fell then, mainly due 
to the extreme vulnerability of Bengal’s 
export trade in primary produce, the close 
links between private speculation and the 
working of the government commercial and 
fiscal machinery, the complicated relation¬ 
ships obtaining “between the plutocracy of 
European private traders, the officialdom in 
Calcutta, the Court of Directors and the 
Board of Control in London, and the East 
India houses in the City of London" (p 131). 
Many Indian banians also sulTeied having 
links with speculative ventures of Europeans. 
Early in 1833, Lord Bentinck’s leniency 
towards the agency houses and the Bank of 
Bengal is evidenced by the exchanges of his 
government with the Court of Directors. He 
was “over-optimistic about the prospects of 
the agency houses and had an exaggerated 
sense of the government’s responsibility 
towards them” (p 142). Ihisting some agency 
houses as solvent, and prudently conducted, 
in a letter on April IS, 1833, he conceded 
that he had on his own invested some of his 
funds with these houses, solely for the sake 
of the example. “Upon the same principle'’. 



l-^nlilisliers o! 
f^iol-ssionnl 
S- in ] I Sc n 'IK : 


MODERNIZATION AND DEVELOPMENT 
The Search for Alternative Faradlgms 
S C 0U8E 

Atodernization, the dominant theme of the 1950s and 1960s, has now lost its significance 
while the concept of development has of late been subjected to a searching review 
and a paradigm shift. But is there any consensus among scholars, policy-maters and 
politicians regarding the goals and strategies for a new kind of development? Pro 
fessor Dube sets out to answer this qu^tion while also outlining the dimensions of 
the new conception of development which constitutes a radical departure from prevail¬ 
ing approaches to Third World problems. 

1SS pasci/B90 X 140 mm/Rs IRS (hb)/Rs 55 (pb)/1988 

VISTAAR Publications 

A Division of SAGE Publications India Pvt Ltd 



SAGE PUBLICATIONS INDIA PRIVATE LIMITED 
Post Box 4215. New Delhi 1.10048 


1216 


Economic mid PpliM(»l.' 



he fWMd diiiik the goiimm^ ih^ 

fordi iti hdplog lumd... ainidit these 
inonopoUet tnd exchukmt, where die is 
there aiv capitd, or riches, or means of 
supiriy? The fovemment hidf is every thing , 
sov^gn, Undholdei; trader, banker. Play¬ 
ing all these paits it is incumbent upon it 
to do its duty, and in an hour of unecampled 
calamity to save the innocent from ruin” 
(p 143; quoted from Philips, Comspon- 
denceofBentmck, VbHI,p 1047). Veryioon 
he grew wiser, and mildly reprimanded the 
government directors on the bank’s board 
for taking ‘ian erroneous view of their duties. 
Their first obligation was to the bank”. He 
went further: “Nor can 1 in candour 
exculpate myself and others, our prede¬ 
cessors, for the insufficient superintendence 
over the affairs of this most useful and im¬ 
portant institution” (p 143). Bagchi states 
that the governmou directors and the 
secretary of the bank were then too closely 
interested in the fortunes of the agency 
houses to pass up any opportunity to salvage 
them. Many top dvil servants and merchants 
were blood relations. The collapse of agency 
houses cost the bank about Rs 9 lakh, if not 
at least Rs IS lakh, in the mid-18^ the 
losses of the Bank of Bombay dwarfed these 
figures. 

The chapter on the organisational set-up 
of the Bank of Bengal till 18S9 (pp 227-266) 
could be pruned. It deals mainly with staff 
matters, including a long narration of the 
conflict between the Khazanchee and the 
Secretary, establishment expenses, and 
discrimination against Indian staff, but not 
significant management issues of how the 
management arrived at decisions, how far 
operations were effectively decentralised, the 
means of keeping tabs on branches, etc. This 
chapter is embellished by a number of plates 
showing mainly notes, cheques, drafts, and 
personalities—all Indian, including Seth 
Piemchund Roychund of Bombay about 
whom a lot is said in Part II. 

In 1835, the capital of the Bank of Bengal 
was increased to Rs 75 lakh, including an 
increase of the capital held by the East India 
Company to Rs 11 lakh. Within three more 
years, the capital was raised to Rs 107 lakh, 
without further government participation. 
About this time, the bank’s directors were 
confronted with the threat of a General 
Bank of India, proposed by a group of 
powerful East In^a merchants in London. 
According to Bagchi. the directors of the 
Bank of Bengal correctly divined that the 
ambitious plan of the proposed bank, cover¬ 
ing all the presidencies of India as also 
China, was suggested by the desire “to find 
I a means of employing profitably the existing 
superabundant capital of Great Britain” 
(p 274). The source of this presumption is 
not given. Since Bagchi has elsewhere held 
that most of the private British investments 
in India represent only the ploughing back 
of savings made in India, this interpretation 
leguding the proposed General Bank’s 
daire seems incongruous. And banks, in any 
case, rely predominantly on resources raised 
locally, ai»rt from some seed capital being 


imported. However, no lund 4m are 
presented, as perhi^ none are available 
After some discussion. tlie.|>l!npoaal ^ the 
General Bank was dron^. 

The Mutuny of 1837-58 was, we would 
imagine, a testing time for all the presidency 
banks, especially so in Bengal. But only a 
fraction of chapter 11 deals with the evenU 
during the mutiny itself. (Incidentally, except 
for naming the chapter as “In^s First Wir 
of Independence arid the Bank” these events 
are referred to as 'mutiiv' in the body of the 
chapter. Historians should find another, to 
them less unacceptable, word, say. Rebellion 
or Revolt.) There was apparently a credit 
oius in late 1856 the cause of which is not 
indicated. Discount rates on private bills shot 
up to 14 per cent in early 1857, but soon 
receded to 9 per cent, and then 7 per cent. 
Then came the mutir^, which upset the 
normal pattern of low rates in the slack 
season. The goverrunent directors of the 
Bank of Bengal cautioned the bank against 
the diminishing cash balances and the need 
to raise discount rates, but were out-voted. 
A short while later they suggested explicit 
credit rationing, which was enforced, but 
proved ineffective. We are not told why. Since 
the mercantile directors negatived all pro¬ 
posals for changes in rates or margins, the 
government directors charged that the policy 
of the bank had resulted in “(a) a small 
section of the community obtaining better 
terms than they had any fair reason to 
expect, (b) a diminution of the profits of 
shareholders through reduction in the in¬ 
terest income of the bank, and (c) an in¬ 
crease in the risk of loss because of an 
unduly large accretion of loans held on an 
inadequate margin” (p 291). (For (b) to be 
valid, the demand for loans would have to 
be inelastic so that at higher rates relatively 
more loans would be taken.) This led the 
bank to adopt measures “to restrict the 
act'ommodation heretofore unreservedly 
given on deposit or government securities 
and otherwise to the public and to contract 
the bank’s circulation”, but the specific 
measures have not been spelt out. It was also 
maintained that the red pressure on the 
bank’s resources arose from “the exchange 
of notes for silver principally by natives. 
Distrust caused by the present political state 
of the country is at the bottom of this 
anxiety to possess the precious metals, and 
should the demand for silver in exchange for 
notes continue, nothing short of a suspen¬ 
sion of cash payments could prevent the 
bank from appearing out of rule for a time” 
(p 291). After some time the storm passed. 

No further light has been shed on the im¬ 
pact of the mutiny on the monetary, finan¬ 
cial and real sectors. India had then raised 
huge loans in London. Apart from the costs 
in the UK for the British army brought in 
to quell the mutiny, paying for armamenu, 
etc, and meeting the Home Charges at a time 
when remittance from India was out of ques¬ 
tion. very considerable sums must have been 
spent in India in rupees to fight the rebels. 
How were the funds brought into India, 
remitted to the theatres of war, and how far 


vmc hdaiiM in bnidu and treaswiM dmwn 
down? Wnt was the role of banks in dl of 
tlds? What was the iippact on domestic pro-' 
dttction and tradd Incidentally, anncRure 
11.1 to this chapter presents month-end 
figures from Oecembw 1854 to December 
1861 of cash balance; bank notes in dieula- 
tion, uid total asseu and total liabilities of 
the Bank of Bengal. Ibtal assete are shown 
consistently more than total liabilities except 
on one date, end of April 1855. The discre¬ 
pancy seems to narrow from late 1859 
onwards, but erratically. 

Students of the Indian economy vrauld 
greatly welcome any light that Bagehi's 
researches can throw on the marked seasona¬ 
lity of the demand for funds for the move¬ 
ment of food and non-food crops—for 
exports particularly and domestic use. What 
was the financing pattern for exports? Did 
the presidency and exchange banks play a 
role in trying to ameliorate the strains on the 
money mmket that such demand regularly 
generated and which caused considetabte 
disadvantage to many parties, not least the 
growers? The present volume has not 
covered this subject except parenthetically. 
Perhaps it will figure more in the later 
volumes. 

Bank of Bombay: crisis and collapse 

The most noteworthy chapter in the life 
of the first Bank of Bombay relates to the 
few years immediately following the loss of 
the right to issue notes, and the frenetic 
efforts to widen the scope of operations. 
This, coupled with a corrupt management 
and a few clever and highly corrupt clients, 
led the bank down the precipitous road to 
bankruptcy. Bagehi’s account of the episode 
in chapters 25 and 26 makes superb reading. 
Uricfly. by a combination of the cleverness 
of some, the oversight of some others and 
the wilful neglect of yet others, the Bombay 
Act X of 1863 was passed, and received tire 
assent of the governor-general and the 
secretary of state. Among the dangerous in¬ 
novations were these: the bank could dis¬ 
count any negotiable security, even a pro¬ 
missory note signed by one person; the old 
Act prohibited all advances (except loans on 
the security of government paper, bullion or 
imperishable goods), to any one firm or 
partnership, for a larger amount than Rs 3 
lakh or for a longer period than three 
months, whereas the new Act contained no 
such restrictions; overdrawing of accounts 
which the old Act prohibited was now left 
to be provided for by a bylaw, etc 

The capital of the bank was quadrupled 
within less than a year, and management was 
pressed to employ the fimds, “particularly 
when there was a vast capital in the hands 
of other banks and ’fiiuuicuds’ that were 
floated during the ‘boom’ years” (p 204-11), 
The blame for the crash of the bank is said 
to lie squarely “with the imbecility and 
dishonesty of the secretary and treasurer, 
James Blair, the cupidity and complicity of 
many of the bank directors, induing the 
president, Birch, the laxnets of government 



lupervision uid'tbe deflects of the Charter. 
Act of 1863 in not laying down stringent 
enough guideiines" (p 204-11). The role of 
Premchund Roychund, “a native director” 
(whose fath« was the broker of the Bank 
of Bombay) in the corruption and mis¬ 
management of the bank in this period reads 
like t thriller. Blair put himself unreservedly 
into his hands, and embarked upon large 
share speculations. 

Premchund Roychund was then a promi¬ 
nent person. He speculated laigely in cotton 
- and soon amassed a large fortune. When the 
share mania set in, his name and influence 
were considered es.sential to the safe laun¬ 
ching of the ephemeral schemes of the day. 
Intelligent and subtle, he fathomed the 
imbecility and weak moral character of Blair 
and soon acquired great influence over him 
and his subordinates, with complete com¬ 
mand of the funds of the bank. The bank 
became in effect Hremchund’s. His own 
debts to the bank rose, and when he failed 
in August 1866, the Rs 2S-odd lakh due from 
him were irrecoverable. The securities given 
by him proved cxce.ssively overvalued—land 
and jewels—and the promis.sory note was 
valueless. Even then his charities were 
munificent and the Bombay Bank Commis¬ 
sion has recorded Sir Bartle Frere, then 
governor of Bombay, stating that Prem- 
chund’s position was like nothing that he 
had ever .seen or heard of in any other com¬ 
munity (p 212-11). Even later on this mer¬ 
chant prince continued his prosperity and 
munificent charities. How many of our gods 
have clay feet! 

This was but one of the losses. Due to lack 
of supervision over most of its branches, 
almost Rs 40 lakh were ;o.‘:t in six branches, 
one-half in only one of these—at Kalbadevi. 
Bagchi has also recorded that "Sir Henry 
Partic Edward Frcrc, the llainboyant gover¬ 
nor of Bombay... was guilty in wilfully 
shielding the Bank of Bombay from public 
or official scrutiny even when it was obvious 
that the bank had been badly mismanaged" 
(p 249-11). The use of e\pres.sion$ like “the 
obtaseness and mulishness displayed by 
Frcrc^' here, the reference to the “recalcitrant 
minions” of Sit Charles Wood and some 
sentences in Section 22.8 (p 82-11) ai- a few 
of the remaining infelicities (cf Preface, xi) 
needing attention. 

An liARIV PBDftWAl to .VU Rtlt tilt 
PRt.siDLSi Y Banks 

In January 1867, as the dust was begin¬ 
ning to settle, and the Bank of Bombay 
shareholders formally decided to halve their 
capital, there werc proposals for amalgama¬ 
ting this institution with the Bank of Bengal, 
or the latter opening a branch in Bombay. 
In March that same year, Dick.son, the 
renowned secretary and treasurer of the 
Bank of Bengal, subniitted a detailed pro¬ 
posals for amalgamation of the three banks 
to the directors of his bank to establish “one 
great Central Bank for all India". 

Bagchi has called this “a document of 
Bismarckian diplomacy" (p 2SS-I1), follow¬ 


ed, in the next page, by the statement that 
“I^kson was not particulariy dlfdomatic as 
regards possible reactions in Madras (not to 
speak of Bombay)” and then on page 2S7 
Iv ‘this optimism (or arroganeb?) proved to 
be thoroughly misguided”. The proposal 
ultimately fell through. It is interesting to 
note here what Keynes wrote regarding this 
memorandum: “a memorandum of com¬ 
plete grasp and mastery by Mr Dickson, 
celebrated (in his own time) for pre-eminent 
ability as secretary and treasurer of the Bank 
of B^al” (Indian Currency and Finance, 
1913, p 165). Bagchi could have reproduced 
the document (a mere seven pages) since 
many a serious reader may not easily have 
access to it. We may now quote from a very 
significant minute of the viceroy, of July 12, 
1867, on Dickson’s proposal: 

On the question of separate banks on the 
one hand and a general bank for all India 
on the other, and in particular on that of 
resuscitating the Bank of Bombay, or allow¬ 
ing an amalgamation with the Bank of 
Bengal, I am decidedly in favour of the 
former alternative on public grounds. I see 
no such benefit either to the stale, or to the 
community, in the other scheme as should 
induce the government of India to support it. 

I submit that it is not for the interest of 
a state that a great institution of the kind 
should grow up for all India, the interests of 
which may in time be opposed to those of 
the public and whose influence at any rate 
may overshadow that of the government 
it.seir. A bank of such a character would be 
very difficult to manage. Few men in India 
would be found equal to the task (p 266-11). 
It is worth remembering who the viceroy 
was—lord {.awrence. We shall revert to this 
statement in our concluding remarks. 

We are tempted (before closing this sub¬ 
ject) to quote Keynes’ further note on this 
episode; 

The secretary of slate’s sole contribution 
to the discussion—no need to name him, it 
is the eternal secretary of state speaking, not 
a iransieiii individual -was as follows: 'Any 
proposition for changes of a fundamental 
characici, such as the e.stablishment of a 
central state bunk, or a return to the system 
of government treasuries, which may here- 
after be taken into consideration, must be 
viewed in its general hearing, and not with 
special reference to circumstances of a parti¬ 
cular prcsideiicy, or of a particular crisi.s' 
(op cil, p 165). 

We shall quote one paragraph frooi 
Dickson's memorandum, which reflects his 
keen insight into the character and resilience 
of what has since come to be known as the 
indigenous bankira system of India. There 
is a prophetic rir.^ to this: 

The usages, customs and habits of the 
people of (his country, who are a nation of 
traffickers in money, as well as the inland 
exchanges, are opposed to the rapid growth 
of purely western customs and institutions. 
They must ever retain in their own hands, 
against all competitors, by far the largest 
portion of the purely banking operations in 
India, and legislation cannot possibly reach 
them. They have sufficient influence, either 


by active combination or pnuive inactkM, 
to defent any movement of the kind, unlmi 
indeed they find that it subtmes their own 
interests. 

Bank of Madras: Enquiry into 
branch management 

From the early 1860s when the Bank of 
Madras started opening branches, at First at 
seaports, the management felt some in¬ 
security. Thus, for Cochin, it is stated that 
“a mere promissory note with a letter (un¬ 
stamped) from the borrower was not suffi¬ 
cient protection for the bank in the event of 
the death or bankruptcy of the borrower” 
(p 37S-II). Apart from the fortunes of the 
earlier branches being affected by the bad 
days as the boom in the export of cotton, 
which was also produced in Madras, petered 
out, the bank managers are stated to have 
had dilTicuity in steering a safe course where 
the majority, or even a large proportion, of 
borrowers were non-Europeans, it was also 
difficult to operate outside British territory 
for bringing defaulters to heel. 

Unlike its sister banks, the Bank of 
Madras derived its profits predominantly 
from its branches. The fall of these profits 
in 1870 and 1871 led to searching queries by 
the government of Madras, and then a pro¬ 
test by shareholders. The scrutiny of the 
government was at the instance of the 
secretary of state for India whom one of the 
shareholders had approached. A significant 
finding was that branch agents were entirely 
in the hands of their cash-keepers. The latter 
induced them to do business with persons 
unworthy of credit. The acting accountant 
general claimed that as a member of the 
board he had protested against this practice, 
and had pointed out that the agents should 
be required to learn the languages of the 
people among whom they worked. He fur¬ 
ther believed and put on record that Indians 
would make excellent agents. The directors 
were “not favourable" to this idea, and con¬ 
sidered that it would be “most distasteful to 
a large proportion of shareholders, and that 
even one such appointment would have a 
prejudicial effect on the value of the 
shares.. " (p 398-11). 

Die continued anxiety of the shareholders 
ultimately led the government to place at the 
bank's disposal the services of R Ikyior, 
former acting accountant general, for a 
detailed enquiry. The guidelines issued to 
him by the government referred first of all 
to the need for a “full report on the finan¬ 
cial position and prospects of the bank, so 
as to enable the government to judge how 
far they are warranted in entrusting to it the 
large state balances which are now in its 
charge” (p 401-11). 

Bagchi has rightly commended the report 
which made far-reaching recommendations 
to improve the system of control and ad- 
miidstration. For the branches, l^lor would 
rely less on the inspector (whom the regarded 
rather as an auditor of branch accounts) 
than on an efficient branch department at 
head office, headed by someone “in the 


1218 


Economic and Pol^ical VMIy-i JBBfi.iihi'.tiSli!;'. 



fpodng of dq>iity lectttary, theddot, ablen 
ud inott oqwrienced of the bank's agents”. 
He called the existing system of head office 
control as the mechanical check of an ac¬ 
countant rather than the intelligent control 
of a manager. He deprecated the excessive 
reliance of agents on cash-keepers whereby 
the agents tried to shift responsibility and 
escape penalties for mismanagement, ^chi 
refers here to "the superiority of the system 
that Dickson seems to have introduced in the 
Bank of Bengal”. We could not trace this in 
chapter 9 or chapter 23; maybe we missed 
it oversight. 

Before we discuss some general chapters 
covering all the three banks and the 
economy, we may notice the statistical 
coverage of these volumes. Between Parts I 
and II, the author has given some 100 tables 
and 20 statements. These provide data on 
a wide range of interesting subjects, e g, 
bank notes and claims, loans, gross and net 
profits, rates of discount, portfolio changes 
and working dividends, province-wise trade, 
etc. The largest number are for the Bengal 
Bank. But most of them are fur one, or a 
small cluster of years. Serious students will 
miss consistent longct-terni series of data for 
the more significant indices of the nature 
and extent of functioning of the three banks. 

PRi siDtNCY Banks Act oi 1K76; Issi'bs 
AND THlilH Sot III ION 

This instalment of the history ends in 1876 
when the Presidency Banks Act was passed. 
The government was for some years ques¬ 
tioning the wisdom of continuing to hold 
shares in these banks, especially since the 
failure of the first Bank of Bombay when 
some of its shareholders attempted to fi.\ 
legal respon.sibilily for the failure on the 
government, llarly in 1872, the secretary of 
state instructed the government of India "to 
take measures for discontinuing the connec 
tion with the banks” (p 424-11). This led to 
intensive discussions. A few major issues 
were involved. Firstly, how would the govern¬ 
ment dispose of its shares, and would the 
banks’ capital be reduced or continue as 
before? Secondly, what would be the con¬ 
ditions governing the use of government 
balances by the banks? Thirdly, were any 
restriaions to be imposed on their business? 
And fourthly, what kind of inspection or 
guarantee would be provided to ensure the 
security of the government balances in the 
custody of the banks? 

The first issue was decided in November 
1875. The Bank of Bengal bought the shares 
of the government and sold a part to private 
'investors, the profits being credited to 
reserves, benefiting the private shareholders. 
For the Bank of Madras, the government’s 
shares were acquired by the bank at a 
premium lower than in the market, again 
benefiting the shareholders. In Bombay, 
David Sassoon and company bought the 
shares of the government in the new bank 
of Bombay. The second issue, government 
balances, proved more controversial. In a 
letter to the govenunent of India on May 6, 


18^5, the seoetary of state for India tuted 
that although the former mior.never have 
undertaken to keep balances wijd) these 
banks for the use of persons engaged in 
trade, "from the tone of the appeals addres¬ 
sed to you it is evident that this conception 
of %ur Excellency’s duties had in fact arisen 
in the public mind, and was doubtless due 
to the relation which had «isted between the 
state and presidency banks" (p 449-11). Even¬ 
tually, it was decided to have an explicit 
agreement with these banks only for mini¬ 
mum balances at the head offices, and to 
pay interest if actual balances fell below the 
minimum; the government refused to enter 
into any agreement regarding the custody of 
treasury balances at the branch stations, and 
thus effectively sequestered the major part 
of its balances from the custody of the three 
banks. This ended the extension of branches 
by these banks with the suppon of govern¬ 
ment balances. 

For the security of the balances, the 
government came ultimately to rely on the 
Presidency Banks Act augmented by a set 
of mandatory bylaws rather than on any in¬ 
tensive sy.stem of inspection. In the letter of 
the secretary of state mentioned above, his 
suggestiiin was to properly ''insert into the 
Act the restrictions which do not injure their 
commerce but increase the confidence they 
enjoy. T hey should be required to abstain 
from the hazardous business of foreign ex¬ 
changes. and from lending on any but the 
most approved securities!’ Being supplied 
with certain weekly statements and such 
oihei confidential information as may be 
necessary, “it will not be neces.sary to reserve 
a power of inspection, which might impose 
upon you in the public view an undue 
responsibility for the management of the 
banks, and would in other respects, place the 
government in a false position towards 
them" (p 4S2-II). How very true, and what 
wi.se words these are, and relevant even after 
the lapse of ovci a century. 

The real root s of the future Imperial Bank 
ot India are perhaps to be traced to the 
di.scussions and decisions in the mid-l870s. 
The agreements and statutory provisions 
provided an unusually strung and resilient 
framework within and around which the 
three banks could grow in strength, although 
along brarenly conservative, cautious lines. 
Perhaps Bagchi will analyse for us in future 
volumes how far their exclusion from foreign 
exchange business (discussed below) in the 
disturbed conditions in the next two decades 
was a blessing in disguise (in not having to 
sequester “part of their assets abroad for 
effectively part icipating in this business”) or 
the loss of a worthwhile experience of 
mastering a difficult an. 

PRtsiuENCv Banks and Exchange 
Banking 

“The question whether the Banks of 
Bengal, Bombay and Madras should operate 
in the market for foreign exchange came up 
for discussion several times between 1837 


and 1866, and each time it wai decided to 
confine their opomtion entirely to domettic 
banking” This is the opetung statement of 
chapter 19, The Presidency Banks and Ex¬ 
change Banking*. In the following para¬ 
graphs, it is stated that in the aftermath of 
the government considering the proposal for 
General Bank of India in 1836, a clause was 
sought to be incorporated in the revised 
charter of the Bank of Bengal to allow it to 
conduct exchange operations. But the pro¬ 
prietors of this bank “resolved to modify the 
relevant clause and add ‘payable in India’ 
after the ‘buying and selling of bills of ex¬ 
change’. This was incorporated in the Bank 
of Bengal Charter of 1839 and copied in the 
charters for the Bank of Bombay (adopted 
in 1840) and for the Bank of Madras 
(adopted in 1843)" (p 473). So, even by the 
early 1840s, a definitive, self-denying or¬ 
dinance by the major presidency bank had 
proved to be the proverbial last nail to the 
coffin. 

Bagchi had earlier recorded an interesting 
facet of this decision by the Bank of Bengal. 
While dealing with the perils of exchange 
banking in the later portions of chapter 3, 
he cited some data, only for one year, 
1827-28, which “underscores the fact that in 
1828 the company still handled the major 
pan of the business in bills of exchange... 
whoever handled this business in bills of ex¬ 
change was still heavily engaged in foreign 
commerce The business was risky but highly 
profitable and served as a potent instrument 
for controlling or at least monitoring the 
moves of potential competitors. Thus, 
neither the company nor the private agency 
houses which were heavily repre.sented on the 
board of the Bank of Bengal from the very 
beginning, would have had an incentive to 
relinquish the foreign exchange business, 
even if contemporary canons of Anglo- 
Saxon banking had permitted the handling 
of such business by the Bank of Bengal*' 
(p S3). Five years later, in 1833, when the 
company lost the monopoly of trade with 
India, the agency houses were presumably' 
in a stronger position than before, though 
there would have appeared some chinks in 
their armour as they began to face competi¬ 
tion from private traders in the UK and 
elsewhere. 'There was nothing more to say 
after 1843 regarding exchange business and 
the presidency banks, except in a minor way 
in the caily 1960s. 

This question of foreign exchange busi¬ 
ness had come up in the discussions that 
took place as a foll-out from the govern¬ 
ment’s consideration of the proposal for a 
general bank of India in the mid-l830s. 
Charles Morl^, a government director on 
the Bank of Bengal (and perhaps also then 
president) thought that the remittance 
business could be easily conducted by the 
Bank of Bengal. H T Prinsep, earlier secre¬ 
tary to the government of Indi^in the finan¬ 
cial department, and then a government 
director on the boiud of the Bank of Bengal in 
the late l82Bs and early 19^ provided a mote 
"hard-headed” view. “As for the notion that 
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tile present mode of effbctiiig the annual 
remhtance for home charges invtdves an 
intm'fennoe whh commerce, it must be 
admitted that the buying and selling of bills 
of ochange must alwiys provide some effect 
upon trade, but whether the remittance be 
made through the agency of a bank which 
shall buy and sell the bills, or these are 
bought and sold directly by government, 
makes very little difference to trade, while 
under the present system the government 
Mdently saves the profit that the bank must 
make on the operation, and the nwrchants 
get the bills free of that brokerage or agency 
oroflt” (p 276). It seems very likely that the 
board of the Bank of Bengal wa.s influenced 
by this view when shortly afterwards it 
decided to adopt the self-denying ordinance 
referred to above. are only attempting to 
put together some pieces of the jigsaw puzzle 
lying in different parts of the book. 

To revert now to chapter 19, we are happy 
that Bagchi has here thrown interesting light 
on the attitude of the East India Company 
towards banking institutions not chartered 
in India, but wishing to engage in exchange 
business. Thus, there was the instance of the 
Bank of Asia which was attempted to be 
promoted in 1840 on an ambitious plan, in¬ 
cluding note issue and exchange business 
with limited liability. By various steps the 
application travelled from the Privy Council 
to the Court of Directors of the Company. The 
latter felt that a charter or act of the govern¬ 
ment of India would be absolutely necessary 
to enable any such institution to enjoy cor¬ 
porate privileges in India, but this was not 
contemplated in the draft charter submitted 
(p 474). The promoters submitted a revised 
plan, halving the capital to £ 1 million, 
surrendering the right of note issue, but still 
wanting limited liability and the right to con¬ 
duct remittance operations between Europe 
and the Company’s territories. As the Court 
of Directors still insisted that a bank with 
limited liability must not engage in exchange 
business, the promoters dropped the matter. 
About this time H T Prinsep gave an 
analysis of the permissible banking opera¬ 
tions in India which reveals the adamant 
attitude of many government officials 
towards exchange banking by chartered 
banks (pp 474-75). The Court of Directors 
had refused to sanction the combining of 
remittance with other banking operations, 
viz, the issue of local bank notes in which 
the bank might pay bills of exchange. 
Prinsep supported thm: “Such a scheme of 
paper credit might be built up into a fabric 
of too many storeys for the material and 
foundation, and so produce, by its sudden 
dissolution or ruin, too much confusion to 
be hazarded for the sake of the experiment" 
The infelicities of mixed metaphors apart, 
the proposition certainly looks sound on the 
face of it. 

Before concluding this chapter, Bagchi 
cites how James Wilson, then financial 
secretary to the treasury under the Aberdeen 
administration (to become the first finan¬ 
cial member of the;B(Ki«rnor general’s coun- 


ett imnwdiatdy after the nnitiny), intorvaaed 
personally to obtain a royd cJtarter fbr (he 
Chartered Bank of Iiid^ Australia and 
CSiina late in 1853. The charter specifically 
mode obligatory a reference to the coloniid 
office before branches in Australia and New 
Zealand could be opoted. The colonial 
administration there did not allow this. “A 
clear case of discrimination against the 
Indian government was thus condoned by 
the British government. It is important to 
emphasise that in spite of the decision to 
grant a charter... the l^al position about 
the competence of the government of India 
to lay down conditions for operation within 
the Indian territory remained intact” (p 487). 
Bagchi quotes the unequivocal opinion of 
the attorney and solicitor generals in the UK 
regarding the eligibility of a bank registered 
under the Companies Act of 1857 and 1858 
of the UK transacting every kind of bank¬ 
ing business in the colonies. “Whether the 
Act applies or not, we think that, as to 
everything which such companies or their 
promoters may propose or attempt to do, 
elsewhere than in the United Kingdom, they 
may be restrained in such manner as may 
be thought expedient by local legislation" 
(p 489). This legal opinion was passed on 
by the Treasury Lords to Sir Charles Wood, 
the secretary of state for India. The reader 
must concur with the author that “the 
historian can only record the resounding in¬ 
activity of the India office and the govern¬ 
ment of India in regulating the operations 
of exchange banks despite this clear legal 
opinion about their competence to legislate 
in the matted’ 

In the Introduction, while indicating his 
sources, Bagchi has made a special mention 
of three books on banking published in the 
last century, by C N Cooke (186.)), G P 
Symes Scutt (1904) and J B Brunyate (1900). 
In 1976, the State Bank of India brought out 
these volumes to mark the centenary of the 
Presidency Banks Act. may refer to only 
one matter from Brunyate’s book. While 
perusing the sections in Bagehi's book on 
exchange business, a question had occurred 
to us if these banks made a last bid to get 
the exchange business as a trade-off for sur¬ 
rendering the right of note issue. So it was 
a pleasant surprise to see in Brunyates book 
that when in the context of this impending 
loss of business these banks were asked to 
state what modifications were required in 
their existing charters, the Bank of Bengal 
alone attempted to defitie certain modifica¬ 
tions to relieve restrictive provisions, and 
asked in particular to be allowed to engage 
in exchange operations with En^and. 
Brunyate writes that this must have met with 
some support, for, in one draft of the 
Charter Bill, a clause was inserted to give 
effect to this suggestion. The directors of the 
Bank of Bombay viewed this with apprehoi- 
sion—as being unsuited to the character of 
these institutions, and it was ultimately drop¬ 
ped. Maybe it vras known that the secretary 
of state would not agree to it. Only permis- 


^ was jUBted to remit flindt to Eaglaiid, 
“feir eoDitituenti hi the agency department". 

monetary and Currency poucy of 
Government India 

Pert II, covering the period 1860-1876, 
begins whh two chapters, ‘Monetary and 
Currency Policy of the Government of Indk’ 
and ‘The Economic Environment, 1861-76’. 
The first, one of the longest, gives a detailed 
narrative of the exchanges bet ween the secre¬ 
tary of state; Sir Charles Wood, and per¬ 
sonalities in India on Wilson’s proposals on 
government paper currency (including the 
relative claims of the banking and currency 
schools), and the arrangements Anally made 
Without reviewing these exchanges, may we 
ask why specifically the author seems 
opposed to what Wood and the government 
of India ultimately achieved, viz, to wrest 
note issue out of the hands of the presidency 
banks? He has shown that these banks were 
predominantly British-owned and conteol- 
.led, served the interests of British trade and 
industry-very often hurting Indian in¬ 
terests, and blatantly discriminated against 
their ‘native* staff. In short, they were a 
potent set of institutions for colonial a- 
ploitation, being most of the time in hand- 
in-glove co-operation with the— then govern¬ 
ment. Why should they profit from note 
issue? 

This chapter also discusses the question 
of a gold currency for India, acknowledgerUy 
a very complex issue. During the period 
covered by this book, its supporters were 
certainly unable to answer some very crucial 
questions (cf Coyjqee; Development of Cur¬ 
rency System of India). And the fall in the 
gold value of silver, which began to show up 
in the late sixties, ba:ainc serious in the 187(is 
and introduced further unknowns. In this 
section Bagchi has quoted de Cecco's Money 
and Empire, a book that makes a signal con¬ 
tribution to the subject. But it does not really 
cover the period now under discussion. The 
brief six-page treatment seems to do less 
than justice to this important question. In 
a major attempt to interpret financial and 
economic developments, it would have been 
of great value to assess the nature of 
damages that the government’s attitudes and 
actions (or inaction) were inflicting upon the 
monetary and credit systems in gene^, and 
on savings and investments in diffnrent 
sectors of the economy in particular, in¬ 
cluding a protracted capital fli^t from India, 
alleged by some responsible authorities as 
being due to the fall of the rupee in terms 
of the pound sterling, which perhaps Bagchi 
will talk about in his later volumes. 

The Economic Environment 

Wb have somewhat similar difficulties 
with the chapter ‘The Economic Environ¬ 
ment, 1861-1876’, where the treatment seems 
at places inadequate and there are judgments 
that need perhaps some qualifleation. Thus, 
in the section dealing wiUi the government’s 
Qical policy, 1860-75, since expendhuies and 
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itvenMlUMlMinendolie^ thit fovem- 
ineirt nuide ftitiiiiotit dfom to 
ding ind theie wcm comidemUy luocessfitl 
may have been mentioned. And, it wa&not 
merely the European army which was 
swollen, but li^e paru of the entire 
bureaucracy (civil and judicial) and police 
were set up after the Crown took over the 
administration of India. On the income tax, 
it may be mentioned what shrewd secretaries 
of state knew from thousands of miles away, 
viz, how the resident British interests us^ 
as their mouthpiece the elite of India to voice 
opposition' to this tax. 

The exceedingly breif—barely 10 lines— 
treatment of the Jettisoning of the proposal 
to extend the permanent settlement after the 
t860s is, to say the least, unexpected. Bagchi 
has not spelt out his reasons, but would he 
seriously have liked the system extended to 
other parts of British India when a devas¬ 
tating body of evidence had already ac¬ 
cumulated of the naked exploiution of the 
peasantry by the zamindars in areas under 
permanent settlement since 1793? Even a 
person like John Stradiey, not particularly 
noted for compassion for the Indian poor, 
could not conceal his sense of horror of this 
phenomenon in the lectures which he 
delivered in Cambridge in 1884. In India, Its 
Administration and Progress, 1888 (this 
book and the Strachey brothers' joint work 
on public works and finances of the govern¬ 
ment are not listed in the bibliography in 
part II), Strachey has many harsh words to 
utter on the permanent settlement, e g, “The 
crowning misfortune has been the destruction 
or non-recognition of those rights of the 
masses of the agricultural population which 
the authors of the settlement undoubtedly 
intended to preserve." Again, quoting from 
a Cobden Club study on this subject, “The 
executive more and more abrogated the func¬ 
tions of recording rights and protecting the 
inferior holders, and left everything to the 
judicial tribunals. The putwarees fell into 
disuse, or became the mere servants of the 
zamindars... No record of the rights of the 
ryots and inferior holders was ever made..." 
(p 417). “Bengal was the most backward of 
the great provinces of India. There were 
almost no roads or bridges or schools, and 
there was no proper protection to life and 
property... robberies and violent crimes by 
violent gangs of armed men, which were 
unheard of in other provinces, were common 
not far from Calcutta” (p 420). It may be 
contended that some of these sentiments are 
but the proverbial crocodile tears and that 
the experience with the 1793 measure (an 
enactment in 1859 tried for the first time, 
we believe, to alleviate to some degree the 
misery of the ryots under the system) had 
taught the government to so design the 
measure nmk as would give minimum pro¬ 
tection to the ryots' interests. But by then 
the landholding, moneylending and trading 
classes had acquired immense straigth (of 
which proofs abound) and they would 
mount a serious opposition to aiqr effort by 
an alien government (in any case doubtful, 


with (he memory of ill? fIreA in ks 
mind) to undermine the of these 
classes on the economy of'niiiti India. 

Tlu treatment of 'foreign tra^, etc, in 
^ion 22.3 throws a lot of light on these 
issues. One cannot again hdp doubting the 
links that much of the material presented here 
would have to the major concerns of the 
work. This feeling is heightened by the com¬ 
mendable frankness with which the author 
admits that “there is little direct evidence of 
the financing of these European-controlled 
manufacturing^ enterprises by the Bank of 
Bengal. Whatever evidence exists is of a 
negative kind. The enterprises, which were 
often formally floated in London... had 
exchange banks as their mnjor bankers. This 
was logical because these companies im¬ 
ported practically all their machinery and 
spare parts and exported most of their 
output.” Then where do presidency banks 
come in? A part answer, though for a later 
period, is one piece of information (on page 
315-11) that in early 1874 eight exchange 
banks of Bombay had been in debt to the 
New Bank of Bombay to the tune of Rs 68 
lakh. This is not a large figure, though it is 
only as on a particular date. And on page 
133 Bagchi states that the agency houses 
financed to some extent British trade and 
industry by taking deposits from private 
individuals, offering higher interest than 
they could obtain on government paper. 
Even some informed guesses regarding this 
matter would have been very welcome, as 
this important area continues to remain in 
a black hole. 

We have strayed. Dealing with the inflow 
of foreign capital for railways and irrigation 
companies guaranteed by the secretary of 
state (add, on the resources of the Empire of 
India), the net capital receipts are stated to 
have turned negative after 1871-72 (p 65-11). 
This, it is submitted, is not a correct reading 
of the source quoted. Then certain ‘leaks' 
from the net capital receipts are listed— 
e g, interest and amortisation payments 
abroad, purchases abroad of rails, rolling 
stock, etc, fees to directors, promoters and 
controllers in London, and part of the 
salaries paid to supervisory expatriate staff. 
The last item constitutes a separate leak, 
generated by private remittances in the cur¬ 
rent account in the balance of payments. The 
author’s next step represents a leap which 
we cannot follow, viz, his own “very appro¬ 
ximate measure of the leakage is the dif¬ 
ference between the total value of exports 
and imports, after taking into account any 
net import of treasure”, as also the implica¬ 
tions of table 2Z3 showing such exports and 
imports for the subject under discussion, 
quite apart from the fsret that rails and rol¬ 
ling stock categorised as ‘leaks' already 
figured in merchandise imports. We only ask 
if it was appropriate to so treat this impor¬ 
tant subject when a set of balance of 
payments estimates for this period was at 
hand, not to speak of the trail-blazing work 
of Dadabhai Naoroji. 

The sections on the racial composition of 


CateutiaViliid nbrtiwrn India‘k''lea(lliVB>>^ 
chants and of the mereantile comanuiltyot 
Madras, the business environment of tire 
New Bank of Bombay, and the Kluoanehecs 
of the Bank of Beng^ at the head office are 
often very reveiding. 

An Issue in analysing Colonialism 

This chapter raises another issue. It spans 
the 16 years till 1876. An earlier chapter in 
part 1, ‘The Political and Social Siting, 
1806-1848’ dealt in an engaging maiuier with 
a few economic matters too, e g, external 
trade, and governmental loan operations and 
the money market, which influenced these 
.banks’ operations. Between them a 12-ye8r 
stretch is left uncovered, except that foreign 
borrowing for railways and irrigation have 
merited mention. But there were other 
foreign investments, and public works other 
than railways—all of which must have 
variously stimulated activity. There was also 
the demise of the East India Company in 
1858. What remains to be developed is the 
impact of all these on the business of the 
presidency banks. This question is, we feel, 
important if such chapters are proposed to 
be included in future volumes too. For 
economic developments, the appropriateness 
of particular cut-off points is very often a 
tricky matter. If it is intended that this work 
should also broadly cover the economic 
history of the period, a more serious effort 
will be needed, fully realising its magnitude. 

A deeper issue appears to be the seemingly 
irresistible tendency of many scholars at 
faulting colonialism and the agencies which 
may have been identified with it at different 
times and in different contexts for nearly 
everything that went wrong, or failed to 
happen. IWo long centuries of colonial rule 
have undoubtedly done irreparable damage 
to our social, political and economic fabric 
while they of course introduced us to some of 
the cherished values and richness of the 
civilisation of Europe: Neither the pluses nor 
the minuses have yet been fully grasped and 
analyst. Many of our almost intractable 
present problems arise from colonial rule 
This reviewer makes no claims to scholarship 
in these intricate matters, a serious dis¬ 
cussion of which will involve almost 
philosophical issues. He only submits if evim 
at this date we cannot attempt to distance 
ourselves a little, and with a conscious effort 
look for further evidence on these matters, 
even such as may hurt some of our cherished 
views; and begin to see how far at least some; 
doubtless miniscule; responsibility for the 
tragedy that was the 19th century rests on 
our own actions then, independently uid in 
collaboration with the colonial interests. The 
greed and callousness of the mai^ monied, 
landed and trading interests, small and large, 
may have to answer for some of the things 
that happened then. 

A ‘THESIS’ TO Bind the Period 1806-1876 

We have now considered a few landmarks 
in the history of the presidency banks, and 
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alio some upects of the contemporary 
Indian economy down to the 18705. We have 
overlooked that diis has lengthened the 
review because of the value of this pioneer¬ 
ing work and also our interest in this period 
of our history of which much is still obscure. 
Some notes of dissent and suggestions have 
been offered, mainly hoping that to the 
extent that they meet acceptance, this may 
influence the design of the future volumes, 
the period that they will cover abounding as 
much with materials as with controversies 
over inter|»etation. A research project of this 
magnitude is an opportunity of a century. 

We now conclude with one last observa¬ 
tion. The reviewer begs to submit that the 
period ending with 1876 marks a distinct 
epoch in the evolution of these banks and 
this calls for a theoretical underpinning or 
a well formulated thesis applicable to the 
total span of this period; the analysis of all 
the relevant data for the period can either 
substantiate it, or if not, suggest means to 
explain deviations. A thestis has at least two 
advantages—it provides a yardstick, a frame 
of reference, to decide if speciHc pieces of 
data and controversy are to be included and 
duly considered, the manner of doing this, 
and which of their nuances to emphasise, 
having in view their contribution towards 
developing the thesis; secondly, it lends the 
treatment cogency, as well as a discernible 
thrust. 

By way of illustration only, a possible 
thesis may be considered. These banks began 
their career with ail the moral and material 
support of the-lhen stale, having on their 
side the entire weight of the administrative 
and judicial machinery. The letter from the 
secretary of state of May 6, 1875, already 
referred to, stated in para 13: “Originally 
they [i e, relations with the government] were 
probably devised to provide banking faci¬ 
lities for the commerce of the country which 
it could have been otherwise unable to pro¬ 
cure'’. The three banks grew very differently, 
with the Bank of Bengal clearly outpacing 
the other two, and the Bank of Madras often 
lost in the backwaters. Various untoward 
developments began to surface a little later. 
Mote than once in times of financial strain 
the imperial government was prevented from 
drawing on its balances with these banks. 
The climax was the ignominious collapse of 
the Bank of Bombay, and the alleged efforts 
Cif some to hold the state responsible for this, 
iiot altogether unfounded as the author 
informs us. 

The aligrunent of economic and political 
power began to shift from the mid-1830s, 
and more markedly from the mid-1850$. 
Simultaneously, the authorities viewed with 
increasing concern the growing economic, 
and even some political, clout of the resi- 
dem British industrial and comm^al com¬ 
munity. The manner in which tin Bengal 
Chamber of Commerce, for example, often 
questioned the government on specific 
economic and financial matters is revealing. 


Thidr opposition to many tax meuutea, <ewn 
wlwre Manchester was not involved, is well 
known. We have ewlier quoted from a 
minute recorded by Lord Lawrence on the 
proposal to mer^ the presidency banks, no 
doubt originating with the strongest unit 
which is but to be expected. This is a 
transparent indication how far concern 
regarding the growing influence and power 
of private British imerests in India had 
permeated the highest echelons of the Im¬ 
perial government. We may never discover 
the many arguments concerning the future 
role of these banks that rru^ have been urged 
upon the secreury of state for India ii) the 
post-1857 years by members of his council, 
the old ‘India hands’, and by powerful city 
interests. In the early 1900s, in his first 
published book (referred to earlier) Keynes 
spoke of an important conclusion of his, viz, 
“... that the business of financing Indian 
trade, so far as it is carried out by banks with 
their scat in London [besides much business 
of a semi-banking character transacted by 
financial and mercantile houses, some of 
them of the first magnitude—in the foot¬ 
note] is in the hands of a very small number 
of banks... in an exceedingly strong finan¬ 
cial po.sition...’’ (op cit, p 147). These banks 
had a monopoly over the exchange business 
of the secretary of state, directly, in remit¬ 
ting the home charges from India to 
London, and, indirectly, in using the bullion 
and foreign exchange resources of India for 
British’s imperial interests when needed. The 
evolution of such financial, as also commer¬ 
cial, power groups must have greatly advan¬ 


ced in tte 186Ds if we recount dud the p|o- 
ceu begmi in the closiiv yean of the 
previous century. An early and momentous 
victory of these interests was in 1813—to 
divest ‘The United Company of Merchants 
of England Tkading to the East Indies’ of 
their monopoly of trade with India. The 
Presidency ^ks Act of 1876 may be viewed 
as the denouement of all these forces and 
developments. The thesis to be formulated 
and discussed may thus be the transition of 
the presidency banks from their original con¬ 
stitution as in the early 19th century to the 
position reached in the 1870s to which this 
act but put the official seal. This did not 
certainly mark an end to their growth—no. 
Whether foreseen by some and so prepared 
for it, or because of the entrepreneurial 
qualities of their top management, these 
banks prospered to unknown heights in the 
following—quite difficult—decades. This 
the following volumes will record. Maybe the 
author harboured .some such design in his 
mind as is being suggested here for his last 
chapter, very fittingly named ‘Epilogue— 
Delimitation of Apex Banking in India’. 
That design, however, get crowded out by 
fragments of various other matters not bui- 
tre.ssing the design, and not worthy of a 
place in an epilogue (like, e g, Gilbarts' book 
on commercial banking, role of khazanchees 
and cash-keepers, and famines, which are 
doubtless important, but in their appropriate 
contexts). Vk close now with complimenting 
the author once again for his stupendous 
labours, and for narrating a complex story 
in a largely untillcd terrain so well. 
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SPECIAL AimCLES 

Political Economy of Ecology Movements 

Jayanta Bandyopadhyay 
Vandana Shiva 

Development activity in India has proceeded on a resource-intensive path. It has seriously disrupted ecological 
stability of life support systems which has been maintained through centuries. Resource demands of the process 
have undermined the productive potential of natural resource and have created severe ecological instability. It 
is in this context that ecology movements have emerged and are throwing up indicators to assess the impact of 
development process on natural resources, their uses and how the cost and benefits they carry are distributed 
among different societal groups. This paper attempts to systematise and provide a conceptual framework for 
understanding the development process and its structural featums from the.ecological perspective. 


THIS paper is above environmental conflicts 
in (he contemporary human society. In 
general it relates to the human societies all 
over the world but in particular it addresses 
the most intense and emerging social con¬ 
tradictions or India related to conflicts over 
natural resources. Scientific knowledge has 
been used by the contemporary societies to 
considerably enlarge man’s access to natural 
resources, on the one hand, and on the other, 
to consume the natural resources at extreme¬ 
ly high rates of utilisation. The contem¬ 
porary period is also characterised by the 
emergence of ecology movements in all parts 
of the world which are attempting to 
redesign the pattern and extent of natural 
resources utilisation to ensure social equality 
and ecological sustainability. In this way, 
ecology movements have questioned the 
validity of the dominant concepts and in¬ 
dicators of economic development. The 
ideology of economic development, which 
remain^ almost monolithic in the post 
World War II period, is thus faced with a 
major foundational challenge. In this paper 
an attempt has bceit made to provide a 
systematic conceptual framework for analys¬ 
ing the processes and structures of modem 
economic development from an ecological 
perspective. It attempts to analyse the rela¬ 
tionship between economic development and 
conflicts over natural resources to trace the 
roots of the ecological movements. Further, 
in the light of the ecological perspective, it 
examines the fundamental assumptions and 
categories of modern development econo¬ 
mics that are used to set the objectives of 
economic development as well as the criteria 
for the choice of technologies that are used 
in the process of achieving these objectives. 

Economic Deveiopmhnt and 
Environmental Conh u ts in India 
» 

A characteristic of the Indian civilisation 
has- been its sensitivity to the natural 
ecosystems. Vital renewable natural 
resources like vegetation, soil, water, etc, were 
managed and utilised according to well 
defined social norms that respected the 
known ecological processes. The indigenous 
modes of natural resources utilisation were 


sensitive to the limits to which these 
resources could be used, it is said that the 
codes of visiting the important pilgrim cen¬ 
tres, like Badrinath in the sensitive 
Himalayan ecosystem, included a maximum 
stay of one .night so that the temple area 
would not put excess pressure on the local 
natural resources base. In the pre-colonial 
indigenous economic proce-sses, the levels of 
utilisation of natural resources were general¬ 
ly not significant enough to result in drastic 
environmental problems. There were useful 
social norms for environmentally safe 
resource utilisation and people protested 
agaiasi destructive resource uses even against 
the king.s. A major change in the utilisation 
of natural resources of India came with the 
Brili.sh, who linked the resources of this 
country with the direct and large-scale non¬ 
local demands of western Europe. Natural 
resource utilisation, by the East India Com¬ 
pany. and later by the colonial rulers, replac¬ 
ed the indigenous organisations for the 
utilisation of natural resources, like water, 
forest, minerals, etc, that were mainly 
n>!inagcd as commons. 

With the establishment of British colonial 
rule in India, the ever increasing resource 
demands of the industrial resolution in 
England were laig>'ly met from colonies like 
India. Forced cultivation of indigo in Bengal 
and Bihar, growth of cotton in Gujarat and 
the Dcccan led to large-scale commitment 
of land for the supply of raw materials for 
the British textiles industry, the flagbearer 
of the industrial revolution. Forests in the 
sensitive mountain ecosystems like the 
Western Ghats or tlie Himalaya were felled 
to build battle-ships or to meet the re¬ 
quirements of the expanding railway net¬ 
work. Forests of Bengal-Bihar-Orissa region 
were u.sed for running wood-fuel locomo¬ 
tives in the earliest periods of railway expan¬ 
sion. The latter stages of colonial resource 
utilisation and control included the mono¬ 
polisation of water rights like in the 
Sambhar lake of Rmasthan or the Damodar 
canal in Bengal. The colonial intervention 
in the natural resource management in India 
led to conflicts over vital renewable natural 
resources like water or forest and induced 


new forms of poverty and deprivation. 
Changes in resource endownments and en¬ 
titlements introduced by the British came in 
conflict with the local people’s age-old rights 
and practices related to natural resource 
utilisation. As a result local responses got 
generated through which people tried to 
regain and retain control over local natural 
resources. The Indigo movement in eastern 
India, Deccan movement for land rights or 
forest movement in all forest areas of the 
country, the Western Cihats, the central 
Indian hills or the Himalaya, were the ob¬ 
vious expressions of protest generated by 
these newly created conflicts. 

The conflicts resulted by the colonial 
modes of natural resource exploitation could 
not, however, grow with a local identity. 
Rightly, with the advancement of anti¬ 
colonial people’s movement at the national 
level, these local protests merged with the 
national struggle for independence. With the 
collapse of the colonial rule iniei nationally, 
and the appearance of soveictgn indepen¬ 
dent countries in the Third World, together 
with India, resolution of these conflicts at 
the liKal level became a possibility. While 
the political independence vested the con¬ 
trol over natural resources with the Indian 
state, the colonial institutional framework 
for natural resource management did not 
change in essence. Where colonialism ended, 
the slogan of economic development step¬ 
ped in. There was unfortunately no other 
possible institutional mechanism than those 
of the ciassicial model of development left 
by the British, with which the newly formed 
Indian nation could respond to the accen¬ 
tuated aspirations of the Indian people/or 
a better life. The same institutions and con¬ 
cepts, nurtured and developed by the col¬ 
onial rulers were put to objectives which were 
exactly opposite to those of the colonial 
period. Concepts and categories about 
economic development and natural resource 
utilisation that had emerged in the specific 
context of capitalist growth and industria¬ 
lisation at the centres of colonial power were 
raised to the level of universal assumptions 
and applicability. The processes which 
tesulted in deprivation were now entrusted 
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with die haponilbiUty of basic needr 
lotitfaction. it was not giveii serious thought 
that the tristoricid specificity of early in- 
dust^ deveiopment in western Europe 
necessitated the permanent occupation of 
the colonies and the undermining of the 
local ‘natural economy’ll ]. This inexorable 
logic of resource exploitation, exhaustion 
and alienation integral to classical model of 
economic development based on resouree in¬ 
tensive technologies led Gandhi to seek an 
alternate path of development for India 
when he wrote: 

God forbid that India should ever Uke to in¬ 
dustrialism after the manner of the west. The 
economic imperialism of a single tiny islad 
kingdom (England) is today keeping the 
world in chains. If an entire nation of 300 
million took to similar economic exploita¬ 
tion, it would strip the world bare like 
locusts.p). 

While Gandhi’s critique was an advance 
warning against the future problems of 
following the classical path of resource in¬ 
tensive development, at the time of India’s 
independence, there was no clear and com¬ 
prehensive work-plan to realise the Gan- 
dhian dreams of alternate dcvclopmctit, that 
would be resource prudent and would satisfy 
basic needs. The issues of resource con¬ 
straints of economic development were, 
therefore, not highlighted at the theoretical 
level, partly due to the tremendous pressure 
on economic development of the enhanced 
aspirations of a newly independent nation, 
and partly due to the lack of internalisation 
of natural resource parameters within the 
framework of economics. As the scale of 
economic development activities escalated 
from one five-year plan to another, the 
disruption of the ecological processes that 
maintain the productivity of the natural 
resource ba.se started becoming more and 
mote apparent. The classical model of 
economic development in the case of the 
newly independent nations resulted in the 
growth of urban-indu.strial enclaves where 
commodity production was concentrated, as 
well as of quick exhaustion of the internal 
colonics whose resources supported the 
enhanced demands of these enclaves. In the 
absence of ecologically enlightened resource 
management methods, the pressure of pover¬ 
ty enhanced the pace of economic develop¬ 
ment activities with the hope of a quick im¬ 
provement in the standard of living for all, 
as in the case of western Europe. For exam¬ 
ple; commercial forestry made more revenues 
by making more timber and puipwood 
available in the market but in the process 
reduced the multipurpose biomass produc¬ 
tivity or damag^ the hydrology of the 
fornts. People dependent on non-timber 
biomass outputs of the forests like leaves, 
twigs, fruits, nuts, medicines, oils, etc, were 
unable to sustain themselves, in the face of 
commercial exploitation of forests. The 
changed hydrological character of the forests 
affected both the micro-climate and the 
stream flows disturbing the hydrological 
liability and affecting agricultural 


production. 

Therraie thnilu'aiaiRiries from all partt 
of the country, related toalmmd att nuistiwe 
developmental Interventions in India’s 
natural resource systems.' Ecologicsd degra¬ 
dation and economic deprivation generated 
by the resource insensitivity and intensity of 
the classical model of development have 
resulted in environmental conflicts, whose 
understanding is necessary for the reorien¬ 
tation of our current development priorities 
and concepts, increasingly it is becoming 
clear that these classical concepts and 
priorities are being used as an alibi to direct 
’development’ at the national level, while the 
educated minority elite is the main 
boieftciary of thex ‘development’ processes. 

The ecology movements that have emerg¬ 
ed as major social movements in many parts 
of India are making visible many invisible 
externalities and pressing for their inter¬ 
nalisation to the economic evaluation of the 
elite-oriented development process. In the 
context of a limited resource base and 
unlimited development aspirations, the 
ecology movements have initiated a new 
political struggle for safeguarding the in¬ 
terest and survival of the poor, the margi¬ 
nalised, among whom are women, .tribals 
and the poor peasants. 

ECOIXXIV MOVEMENTS AND SURVIVAI 

The intensity and range of the ecology 
movements in independent India have kept 
on increasing as predatory exploitation of 
natural resources to feed the process of 
development has gone up in extent and in¬ 
tensity. This process has been characterised 
by the huge e.\pan$ion of energy and 
resource intensive industrial activity and 
major development projects like big dams, 
forest exploitation, mining, energy intensive 
agriculture, etc. I'he resource demand of 
development has led to the narrowing down 
of the natural resource base for the survival 
of the economically poor and powerless, 
either by direct transfer of resources away 
from basic needs or by destruction of the 
essential ecological process that ensure 
renewability of the life supporting natural 
resources. 

In the background of this the ecology 
movements came up as the people’s response 
to this new threat to their survival and as 
a demand for the ecological conservation of 
the vital life support systems. The most 
signifleant life support systems beyond clean 
air, are the common property resources of 
water, forests and land on which the majori¬ 
ty of the poor people of India depend for 
survival. It is the threat to these resources 
that has been at the centre of the ecology 
movements in the last few decades. 

Among the various ecology movements in 
India, the Chipko movement (embrace the 
trees to oppose fellings) is the most well 
known[3]. It started as a movement of the 
hill people in the state of Uttar Pradesh to 
save the forest resources from exploitation 
by contractors from outside. It later evolved 


ro an empgieal oioveiaeiit tfitl xat ajhned 
at the maintenanoe of the ecological 
the nutioriq^land watersheds in India-Spon- 
tanrous peopIeTs resistance for ^ng vital 
forest resoutces took place in the roaikhuid 
area in Bihar-Orissa border region as well 
as in Basur area of Madhya Pradesh where 
there were attempts at converting the mixed 
natural forests to plantations of commcRial 
tree species, to the complete detriment of the 
interest of the tribal people. In the southern 
part of India the Appiko movement, which 
was inspired by the success of the Chipko 
movement in the Himalaya, is actively In¬ 
volved in stopping illegal over-felling of the 
forests and in replanting forest lands with 
multi-purpose broad-leaved tree species. In 
Himachal Pradesh the Chipko activiste have 
concentrated on their opposition to the ex¬ 
pansion of the mono-culture plantation of 
the commercial chir pine (pinus roxbuighii). 
In the Aravalii hills of Rajasthan there has 
been a massive programme of tree planting 
to give employment to those hands which 
were hitherto engaged in felling of trees. 

Exploitation of mineral resources, in par¬ 
ticular, the opencast mining in the sensitive 
watersheds of Himalaya, Western Ghats and 
central India have also done a great deal of 
environmental damage. As a result en¬ 
vironmental movements have come up in 
these regions to oppose the reckless opera¬ 
tions of mining. Most successful among 
them is the movement against limestone 
quarrying in Doon Valley. Here the volun¬ 
teers of Chipko movement have led 
thousands of villagers in a peaceful 
resistance to oppose the reckless function¬ 
ing of iimestone quarries that is seen by the 
people as a direct threat to their economic 
and physical survivai[4]. 

While the Doon Valley instance has a long 
history of popular opposition to quarrying 
of limestone and a major Supreme Court 
order has restricted the area of quarrying to 
a minimum, examples of such success of the 
ecology movements is rare[S]. tuple’s 
ecology movements against mineral exploita¬ 
tion in the neighbouring Almora and 
Pithoragarh still seems to be ignored, pro¬ 
bably due to the relative isolation of these 
interior places. Beyond the Himalaya, the 
ecology movement in the Gandhamaidan 
hills in Orissa against ecological havoc of 
bauxite mining has gained momentum and 
it draws inspiration from the Chipko move¬ 
ment. The mining project of Bharat 
Aluminium Company (BALCO) in the Can- 
dhamardan hills is being opposed by local 
youth organisations and tribal people whox 
survival is directly under threat. The peace¬ 
ful demonstrators have claimed that the pro¬ 
ject could be only continued ‘over our dead 
bodies’[6]. The situation is more or less the 
same in large parts of Orissa-Madinra 
Pradesh region where rich mineral and coal 
deposits are being opened iip for exploiu- 
tion and thousands of people in thm in¬ 
terior areas are being pushed to deprivation 
and destitution. This includes the coal 
mining areas around the energy capital of 
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Ui(eib«rvul(3rprqccti,iiiuetaBtooin- 
ing up in India at a very Cut pacc^ b another 
gioap of dewdopmeat projecti'againtt whidi 
ecolofy movements of the petite have come 
up. the laq^scate submersion of forests 
and agricultural lands, that b the pre¬ 
requisite for the lug river vallQf projects, 
always take a heavy tdll of dense forests and 
the best foodgrowing lands. These have been 
usually the matoial basis for die survival of 
large numtm of people in India, specially 
(he tribal pmple. The Silent Valley project 
in Kuala was opposed by the ecology move¬ 
ment on the ground of its being a threat, not 
10 the survival of the people directly, but to 
the,gene pool of the tropical rain forests 
threatened by submersion. The ecological 
movement against the Tehri high dam in the 
UP Himalaya exposes the possible threat to 
the people living both above and below the 
dam-site through large-scale destabilisation 
of bnd by seepage and strong seismic move¬ 
ments that could.be induced by impound¬ 
ment. The.Tehri Dam opposition committee 
has appeal^ to the Supreme Court against 
the proposed dam by identifying it as a 
threat to the survival of all the people living 
near the river Ganga upto West Bengal[7]. 
Most notable among the people's movements 
against dams on the issue of direct threat 
10 survival from submersion arc Bedthi, 
Inchampalli, Bhopalpatnam, Narmada, . 
KocI-Ksto, Bodhghat, etc,[8], In the context 
of already overused land resources the pro¬ 
per rehabilitation on a land-to-Iand basis of 
millions of people displaced through the 
construction of dams seems impossihle|9] 
The cash compensation given instead is in¬ 
adequate in all respects for providing an 
alternate livelohood for the majority of the 
displaced. Destitution is thus the first and 
foremost precondition for starting large dam 
projects. 

While the process of the construction of 
the dams itself invites opposition from 
ecology movements, the functioning of the 
water projects dependent on the constructed 
dams goes on to creating further ecological 
disasters and movements. People’s move¬ 
ments against widespread water-logging, 
salinbation and resulting desertirication in 
the command areas of many dams have been 
registered. Among them are the instances at 
the projects on Ihwa, Kosi, Gandak, 
'Hing^hadra. Malaprabha, Ghatprabha, etc, 
and the canal irrigeted areas of Punjab and 
Haryana. White excess of water created 
ecological destruction in these cases, im¬ 
proper and unsustainable use of water in the 
arid and lemi-arid regions generated ecology 
movements in a different way. 1116 anti¬ 
drought and desertification movement is 
becoming putkularly strong in the dry areas 
of Mahattuhtra, Kammaka, Rajuthan, 
Oiiiia, eld Eeotogfcal water use for survival 


.ii Miltt advoeated to''tAtr Idled' vgw-' 
ntentt Me Fuii ChiMsM l^'I^nchi^ 
Muktt Sii^iarsh. et^p^ Anodur tenjor 
movemem oiiginating-ffta ccologica! 
destruction of resourees by ipo^ based 
deveioimient is spreading all idong the 7000 
km long coastline of India. It is the move¬ 
ment of the small fishing communities 
against the ecological itestruction caused by 
mechaiiised Ashing whose instant proAt 
motive is destroying the coastal ecology and 
its long-term biologica] productivity in a big 
way. 

No amount of the threat to survival in 
India from environmental hazards can be 
complete witiiout a reference to the Bhopal 
tragedy in which, on December 3, 1984, 
following the leakage of poisonous methyl 
iso cyaiAte from a pesticide plant of Union 
Carbide (India) Limited, several thousand 
people died and several lakhs got affected 
by serious health hazards. People’s move¬ 
ment for clean air and water is growing in 
all corners of the country just as ecologically 
irresponsible resource hunger of the process 
of growth is moving deeper in the hinterland 
in search of newer resources. 

Dkvuxipmeni from Viewpoint 
OF Dispossessed 

Though the ecology movements relate to 
issues that are geographically localised, like 
forests or water pollution, their reverbera¬ 
tions ate national and even global in import. 
This macro-micro dialectic is rooted in the 
cognitive gaps associated with development 
planning and this dichotomy has been 
analysed politically as the result of the ex¬ 
istence of the two Indiasfll]. Every develop¬ 
ment activity invariably has a need for 
natural resources. In the context of limited 
quantities of natural resources, either limited 
by non-rcnewabiliiy of ecological limits to 
renewahility, the resource needs of the two 
Indias arc bound to compete with each 
other, tn this unequal competition the sur¬ 
vival of the less powerful but more populous 
micro-economy is directly threatened. This 
threat may come cither by resource transfer 
or by ecological factors leading to resource 
degradation. Yet the significance of the 
ecology movements does not merely lie in 
the fact that they are voices of tlrc dispossess¬ 
ed who are victims of the highly unequal 
sharing of the costs of the development pro¬ 
cess. The positive feature of these 
movements lies in the-manner in which they 
make visible the invisible externalities of 
development based on a particular economic 
ideology and reveal its inherent injustice and 
nonsustaiirability. The recognition of the^ 
inadequacies and the imperatives arising 
from the right to survival creates another 
ground and another direction for develop¬ 
ment which ensures justice with sustainabili¬ 
ty, equity with ecological stability. 

The ecology movements can no longer be 
considered merely spedAc and particular 
twiipettiiiRB. They are an ecpiession of the 
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n«dy oiMoeised ttesKtopment basedon^ 
dioiMeriB coiBtncicial criteria of eapkm-' 
tiOA 'ttobiVfUdofbeol^ moverneottcitt^ 
not be asseim merely in termsrddie Im-‘ 
pact onpartteulardeMriopment projects thqr' 
origituae ftom. Tbe iinpact, in the Anal 
analysis, is on the very fundamen^ cate¬ 
gories of politics, economics, setem and 
technology which u^ether have created the 
classical pmadigm of development and 
resotro use. The emeigitrg irreversible thrett 
to survival arising from the devriopment 
process allows a re-evaluation not just of 
some individual projects and programmes 
which have been shown to be ecologicidly 
destructive, but of the very conception and 
paradigm of development that generates 
such projects. The ecology movements ate 
revealing how the resource intensive de¬ 
mands of current development have ecolo¬ 
gical destruction and economic deprivation 
built into them. They arc also stressing that 
the issue is not merely of a trade off of costs 
and beneAts because the cost of destruction 
of (he conditions of life and well-being is not 
merely a matter of money, it is a matter of 
life itself. The most important and universal 
feature of ecology movements is that they 
are redefining the concepts of development 
and economic values, of technological efA- 
ciency, of scieniiAc rationality—they are 
creating a new economics for a new 
civilisation. 

LCONOMiSrS’ SLUMBER: GROWra 
AtiAiNS I Survival 

The ideology of the dominant pattern of 
development derives its driving force from 
a linear theory of progress, form a vision of 
historical evolution created in eighteenth and 
nineteenth century western Europe and 
universaltsed throughout the world especial¬ 
ly in the post-war development decade. The 
linearity of history pre-supposed in this 
theory of progress created the ideology of 
development that equaled development with 
economic growth, economic growth with ex¬ 
pansion of the market economy, modernity 
with consumerism and non-market econo¬ 
mics with backwardness. The diverse tradi¬ 
tions of the world, with their distinctive 
technological, ecological, economic, pc^tiod 
and cultural structures were driven by thiji 
new ideology to converge into a homo¬ 
geneous monolithic order modelled on the 
particular evolution of the west. The crea¬ 
tion of development as ideology was based 
on 'the universalisation of the western 
economic tradition and of equating develop¬ 
ment with economic growth alone And its 
unquestioned acceptimee as progress. 

'ne Rostowiu model of stages of econo¬ 
mic growth is the dearest articulation of' 
these assumptions. Rostow presents change 
as taking phm in three stages. The Am stage 
consists of traditional sodety: 
whose structure is devdoped within UmHcd 
production functions, based on pee- 




>fewtoiiiu icience and technology ami on 
p(e-Newtt»ian attitudes uwaids the physical 
world... The central fact about the tradi¬ 
tional society was that a ceiling existed on 
the level of attainable output per headtl2]. 
The totality of development experiences, 
however, does not reflect this simple linearity 
and stage by stage e\'olution. The interrela¬ 
tionship between resources within the same 
ecosystem as well as interlinkages between 
economic activities between .segments of 
society makes the economic development 
process more complex and multidimen¬ 
sional. Viewing the world as an ecologically 
interrelated whole leads to a concept of 
development that puts a premium on main¬ 
taining the ecological balance and integrity 
while satisfying basic human needs. In this 
context the ‘backwardness’ and ‘low produc¬ 
tivity' oi non-western societies is based on 
the assumption of the ideology ot classical 
development that recognises productivity 
only in the context of commodity produc¬ 
tion. The ‘high productivity’ of the latter 
similarly has been based on a narrow and 
speciric interpretation of productivity. The 
resource intensity of modern production 
processes, geared towards profit ntaximi- 
salion in tlio absence of the awarene.ss ot 
otiici forms of produciiviiics, leads to 
ecological deterioration and loss ol resouree 
productivity, which rctnain hidden exter 
nalities in development svonomics. The in¬ 
ternalisation of such negative externalities 
over a laigc temporal and spatial lioii/on, 
in many instaiu’cs. icndci the 'high piodiic 
tiviiy’ processes csticinely uiipiodiietive. 

The second stage ol Rosiow. cliaractcrisiit 
of the dual sector model, originates liom a 
misleading icpie.scntatioii ol the niaicri>il 
foundations of the visible and lormal 
developnieni pmeess. In ihe coiiicM of 
limited u'sonrce base, the lesoiirce demunds 
ol the developnieni process ate ofien 
satisfied b\ divettiiig lesoutei's away Iroin 
survival needs and lilesnppoii functions. 
Modernisation ,ind economic growlli based 
on resource iniciisive processes conipeie lor 
the same resoiiicvs as ate also used foi tiie 
saiisfaciion ol ha.sic survival needs, eithet 
directly, OI thioiigli ihe dcsiiuetion of 
ecological runciioiis perlornied by the 
resources riic second stage is vie ally not a 
lempoiai v co e.sistcnee of two iinrelaied sec 
tors, namely, the 'dynamic and piogressive' 
modem and ihe ‘stagnant and l<ackward' 
traditional 

There is a disiincl relationship betvseen 
thc.se two scc'iois in that the ‘dyiiaini.^nr of 
the modem is liicUed hv a continuous and 
unei|ual resource flow Itoiii ilic traditional. 
The growth and produetiviiy of Ihe modern 
has to co-exist with the poverty and back¬ 
wardness of the traditional. In the context 
of absolutely unei]uiil sharing of the cost of 
economic growth, visible development ac¬ 
crues to the piivileged while invisible 
underdevelopment accTue.s'to the disposses¬ 
sed. The Rostowian approach assumes that 
in the process of development ‘the economy 
exploits hitherto unused resources’, which is 


true in the casp of resource abundance. 
However, in the present context vital natural 
resources lil« forests, wi^, land, etc, are all 
scarce and have a number of competing 
requirements and demands on them. These 
couid be associated with the maintenance of 
ecological processes of renewability of 
natural resources or of the life support 
system of those externalised by the formal 
process of development. The diversion of 
resources otherwise needed for human sur¬ 
vival or for safeguarding the ecological pro¬ 
cesses remain invisible. Thus, in the context 
of the conflicting demands on scarce re¬ 
sources, economic growth leads to economic 
pulariiiation and not necessarily to univmal 
prosperity. The rapid growth of the people's 
ecology movements is a symptom of this 
polarisation and a reminder that natural 
resources play a vital role in the survival of 
the people. Their diversion ot destruction 
through othci uses, therefore, leads to im¬ 
poverishment and an increasing threat to 
survival. The underdeveloped societies are 
not those that are yet to be atfccied by 
growth and development, as Ihe dual sector 
model supposes. The real undcrdevclopnieni 
ol the himciland lakes place simultaneously 
as an integial part of the whole process ui 
contemporary growth and dcvclopmeii! in 
wTiich gains accrue to one section of the 
society or nation and the costs, economic 
OI ecolouicul, are boinc by the rest, l-rom 
w'ithin tlic societies and nations getting Ihe 
advantages of tesouice use, Rostow’s takc- 
olf stage can be seen as a reality. When one 
.sees the process ol developnieni from the 
peis|iiviive of those who are undetdeveloped 
as a result of its resouice intensity, the ‘takc- 
oir olten gets translated to 'toll-down' into 
uiulerdevelopnient or ecological disasieis. 
Itiiiains ‘lake oU" at the end ol the l«lh 
century was made possible by the undei- 
deyclopineiit of the colonics in three eoii- 
linents. The desliiioiion of Indian textiles 
industiy and Indian agriculture, the slave 
trade lioin Aliiea and the genocide of the 
indigenous North American people were the 
piecondiiions foi the economic growth in 
the centres of modern industry in Britain. 
The illusion of the conlemporaiy takc-ofl 
stage in countries like India and the vision 
of a night to the 21 st century are made pos¬ 
sible through a similar process of the in¬ 
visible destruction of the base for suivival 
ot millions of marginal people. The opposi¬ 
tion ol the ecology inovenicnts to rc.soiirce 
destructive development and growth arises 
fioin the recognition that the creation of 
re.sources for growth is achieved through the 
destruction of resource.s for the survival ol' 
the people. T!»c Rostowian fiction of the 
lakc-otf ol the whole society with improved 
quality of life for all the members ignores 
the economic polarisation and ecological 
destruction inherent in resource intensive 
development. It appears real because under 
the historical conditions of colonialism or 
enclavised development the invisible costs of 
grow th are borne by the colonies or hinter¬ 
lands. The geographical separation ofthc 


r^ons beneflting and the regions losiflig in 
the process left the resouice destruction of 
the colonies and the hinterlands invisibk; and 
led to the superfleial impression that 
economic growth takes place in an absolute 
sense. This impression was used to univer- 
salise the Rostowian model for all countries, 
all people and all historical periods and this 
became the ideology of development. The 
ideological universalisation and enclavisa- 
tion of the process of growth and develop¬ 
ment is the reason for the simultaneous ex¬ 
istence of underdevelopment alongside 
economic growth in the newly independent 
countries like India which accepted quick 
and resource intensive industrialisation as 
the path towards development. Like the 
er!>twhile colonies, interior and resource rich 
arca.s of the country are bearing the costs 
of resources divcrsion.and destruction to run 
the resource intensive process of develop¬ 
ment. Communities living in these interior 
regions and supporting themselves on the 
local resources are as a result, facing seriow, 
threat to their survival. 

The ecological relationship of the growth 
of affluence for a few regions and some 
people, on the one hand, and the collapse 
of the resource base for survival for many, 
on the other, clearly contradicts Rostow’s 
notion of the tliird stage of take-off in which 
‘old blocks and resistance.s’ are overcome 
and the prosperity of the enclaves becomes 
pervasive throughout society. The im- 
poveiishmeni of the peripheries and the 
erosion of the resouices and rights of 
marginal communities actually pay for the 
material basis of the prosperity of the 
enclaves. This prosperity can neither be 
reproduced foi regions and peoples whose 
inipoverishmciii and deprivation are rooted 
materially and ecologically in the same pro¬ 
cess of growth nor can the enclavisation 
process be sustained. T'he new poverty and 
dispossession create new ‘blocks and 
resistances’ to the diffusion of the develop¬ 
ment process, making enclave development 
and undcr-devciopmeiit of the hinterland a 
permanent feature ol development based on 
resource inien.sive processes. Dichotomising 
tendencies and principles of exclusion seem 
to reflect the situation more realistically than 
the linear model of progress. The simplistic 
dichotomy between the modern and tradi¬ 
tional sectors of the linear model is mis¬ 
leading because the traditional itself is 
transformed and underdeveloped by the 
lesourcc demands of the modern sector. This 
misleading dichotomy needs to be replaced 
by the more complex contradiction between 
sectors of society making conflicting and 
unequal demands on limited resources; bet¬ 
ween demands for profits and requirements 
of survival; between sustainable and non- 
sustainable patterns of resource use^ and bet¬ 
ween .socially just and unjust use of natural 
resources. The reality of the ecological non¬ 
sustainability of the accepted development 
model and the threat to .survival arising from 
it need to be internalised into a new frame¬ 
work. for understanding of economics and 
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technology in a more authentic and leu 
iHuaionary manner. The ecology movements 
are providing these insights.for this new 
realism based on resource-sensitivity and 
recognition of people's right to survival. 

While the above analysis emanates from 
the situation in the market economy oriented 
countries within the third world, the issues 
raised by it are universal in character. No 
doubt the anarchy of growth is most reckless 
in the market economy oriented third world 
countries but serious rethinking about the 
delicate relationship between economy and 
ecology is going on in both the advanced 
market economies and the socialist countries 
[13]. As the whole world prepares to enter 
the third millennium mankind as a whole 
is feeling a special responsibility towards the 
global future. Man is looking for a new 
philosophy to live in harmony with nature 
and ecology that is needed to give a new 
meaning and relevance to economics [I4|. 

1'HKEi: Economies oi Naidrai 
Rlsourci.s 

A new and holistic relationship between 
economics and ecology has to depend on a 
holistic understanding of the natural 
resource process and utilisations associated 
with human societies and the natuial eco¬ 
systems. The dominant tdeology of devcloi>- 
ment, which guides dcvelopmctit activities 
almost exclusively, has been classically con¬ 
cerned only with the use of natural lc^ourccs 
for commodity production atid capital 
accumulation. It ignores the resource pro 
cesses that have been regenerating tiuiural 
resources outside the realm of human exis¬ 
tence. It also ignotes the vast resource 
requirements ot the large number of people 
whose needs are not being satisfied through 
the market mechanisms. 1 he ignorance or 
neglect of these two vital economics of 
natural resources, the economy of naiutal 
processes and the survival cconuriiy has been 
the reason why ecological destruction and 
threat to human survival have rcinaiiied 
hidden negative externalities of the develop¬ 
ment process. To make good this short¬ 
coming it is necessary to comprehend the 
place of natural resources in all the three 
economies. 

The incompleteness of modern economics 
in handling natural resources in their 
ecological totality has been voiced by many. 
The most penetrating description, however, 
comes from Georgescu-Roegen who wrote: 
The no deposit no return analogy benefits 
the businessman’s view of economic life, hor, 
I if one looks only at money, all one can see 
is that money just passes from one hand to 
another; except by regrettable accident it 
never gets out ot the economic process. 
Perhaps the absence of any difficulty in 
securing raw materials by those countries 
where modern economics grew and flouri¬ 
shed was yet another reason for economists 
to remain blind to this crucial economic 
factor. Not even the wars the same nations 
fought for the control of the world’s natural 


lettources awoke the economists from their 

slumber [IS], 

While trade and expbatige df goods and 
services have always been present in human 
societies, the acceptance of the market to the 
position of the highest organising principle 
of societies led to the neglect of the other 
two vital economies in devdopmeni thoui^Hs. 
The hidden negative externalities of the 
development protases governed by the prin¬ 
ciples of the market, have, thus created new 
forms of poverty and underdevelopment. 
Various case studies des.cribcd in the follow¬ 
ing chapters will substantiate such a claim. 
The biggest problem is that when exclusive 
attention is being given to monetary flows, 
requirements of natural resources not backed 
up by witable purchasing power cannot be 
registered on the economic scene. A,s a result, 
specially in the context of the third world 
countries, the place of natural resources in 
the economy of natural resource production 
(or the nature’s economy) or in the survival 
economy of non-market consumption for 
biological sustenance ot the niatginalised 
poor gels completely ignored. The pt>liiical 
econinny ol the ecology movements cannot 
be understood without a clear comprehen¬ 
sion ol the place of natural resources in the 
three distinct economies. The ecology 
inovcmcrtis arc the first indicantrs of com¬ 
patibility and conllict among the three com¬ 
peting demands over natural resources. In 
this way the articulation of these three 
economies provide the toundation of a 
framework for an ecologically .sustainable 
and etiuitable process of economic develop¬ 
ment that ensiiies survival and does not 
threaten it. T he benefits and costs as.sociated 
with development prcijccts thus need to be 
evaluated not only in the framework of the 
market cconomv but also the other two 
economics associated with natuial resources. 

T'lic words ecology and economy have 
emetgee! from the same Greek word ‘oikos’ 
or the household. Vci in the context of 
market-oricitted development they have been 
rendered contradictory. “Ixological dcstruc- 
licm IS an obvious cost tor economic 
dcvclopinent"- lhc ecology movements arc 
told. Natural icsourccs are produced and 
reproiluccd thtough a complex network of 
ecological processes. Prod ucl ion is an 
integral part of this economy ot natural 
ecological piocc.sses but the concept of pro¬ 
duction and productivity in llie context of 
devdopmeni econotnics has been exclusively 
identified with the industrial production 
system for the market economy. Organic 
productivity in forestry or agriculture has 
also been seen narrowly through the produc¬ 
tion of marketable products of the total pro¬ 
ductive ptoecss. T'hjs has lesulied in vast 
areas of resource productivity, like the pro¬ 
duction of humus by forests, or regeneration 
of water resources, natural evolution of 
gettctic products, crosional production of 
soil fertility from parent rocks, etc, remain¬ 
ing beyond the scope of economics. Many 
of t.nesc productive processes are dependent 


on a number of ecological processes. These 
processes are not known fully even within 
the natural science disciplines and econo¬ 
mists have to make real efforts at inter¬ 
nalising them. The paradox is that through 
the resource ignorant intervention of 
economic development at its present scale, 
the whole natural resource system of oui 
planet is under threat of a serious loss of 
productivity in the economy of natural pro¬ 
cesses. At the present moment the ecology 
movements arc the sole voice to stress the 
economic value of these natural procesres. 
The market-oriented development process 
can destroy the economy of natural pro¬ 
cesses by overexploitation of resources or by 
destruction of ecological processes that are 
not comprehended by economic develop¬ 
ment. And these impacts do not necessarily 
occur within the period of the development 
projects. The positive contribution of 
economic growth from such development 
may prove totally inadequate to balance off 
the invisible or dela.red negative externalities 
from their damage to the economy of 
natural ecological processes. In the larger 
context, economic growth cun, thus, itself 
become the source of underdevelopment. 
The ecological dcstiuction associated with 
unconiiollcd exploitation of natural 
resources for comms'rcial gains is a symp¬ 
tom of the conflict bemVen the ways of 
genciaiitig inaieiial wealth in the economies 
ot market and the natural processes. In the 
words of Commonei 
Human beings liavc broken out of the circle 
ot life driven not by biological needs, but the 
.social organisation which they have devised 
to 'conquer' nature: means of gaining wealth 
which conflict with those which govern 
nature|16]. 

Modern economics and concepts of deve ¬ 
lopment covers a miniscule portion in the 
history ot economic production by human 
beings. The survival economy has given 
human societies the material basis of sur¬ 
vival by deriving livelihcKKls directly from 
nature through self-provisioning mecha¬ 
nisms. In most ol the third world countries 
l.iigc number of people are deriving their 
su-steiiancc in the survival economy that re¬ 
mains invisible to market oriented develop¬ 
ment. Within the context of limited resource 
base the destruction of the survival economy 
takes place through the diversion of nature 
tesourexis from ditccily sustaining human ex 
istcnce to generating growth in the market 
economy. Sustenance and basic needs .satis- 
laction is the organising principle for natural 
resource u.sc in the survival economy in con¬ 
trast to profits and capital accumulation be¬ 
ing the oiganising priiKiples for the exploita¬ 
tion of resources fur the market. Human sur¬ 
vival in India till today is largely dependent 
on the diicct utili.sation of common natural 
rc$ourccs|17]. The ecology movements are 
raising their objections against the destruc¬ 
tion of these vital commons so essential for 
human survival. Without clean water, fertile 
soils and crop and plant genetic diversity 
economic development will become impossi 
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ble. Sometimes by omission «n(t sometimes 
by commission formal economic deveiopnient 
activities have impaired the productivity of 
common natural resources wtuch has enhanc¬ 
ed the contradiction between the econonv of 
natural processes and the survival economy. 

The organising principles of economic 
development based on economic growth 
tenders valueies's all resources and resource 
processes that are not priced in the market 
and are not inputs to commodity production. 
This premise very frequently generates 
economic development programmes that divert 
or destroy the resouice base for survival. While 
the diversion of resources, like diversion of 
land from multipurpose commuiuty forests to 
monoculture plantations of industrial tree 
species or destruction of common resources, 
or diversion of water from staple food crops 
and drinking water needs to cash crops are fre¬ 
quently proposed as programmes for econo¬ 
mic development in the context of the market 
economy, they create economic underdevelop¬ 
ment in the economies of nature and survival. 
The ecology movements are aimed at opposing 
these threats to survival from the market bas¬ 
ed economic development. Thus in the third 
world ecology movement.s are not the luxury 
of the rich but arp a .survival imperative for 
the majority of the people whose survival is 
not taken care of by the market economy but 
IS threatened by its expansion. 

The political foundation of the ecology 
movements lie in their capacity to enlarge 
the spatial, temporal and social basis for the 
evaluation of economic development pro¬ 
jects—in their capacity to bring into picture 
all the three economies described above. A 
new economics of development will emerge 
only when these three economies can be con 
ceptualised within a single framework 

TK'HNOUMiY CllOICb: T()WARD.S 

Hoi.tsilt I'XOlOC.IC'At Criil-ria 

When economic development program¬ 
mes are seen in ihc perspective of all the 
three economics, a clearer view of the 
political economy of the conflicts over 
natural resouices is expected to emerge, in 
the dominant mode of economic develop¬ 
ment perceived from within the framework 
of market economy, mediatioi of techno¬ 
logy is assumed to lead to control over larger 
and larger quantities of natural resources, 
thus turning .scarcity into abundance and 
poverty into affluence, Icclinology, accoi- 
dingly, is viewed as the motive force for 
development and the vital iiisiruinent that 
guarantees ftcedom from dependence on 
nature. The affluence ol the industrialised 
west is assumed to he a.ssociated exclusively 
with this capacity of modern technology in 
generating wealth. 

The concept of technology per sc as a 
source of abundance and freedom from 
nature’s ecological limits are in part based 
on the limitations of market economy in 
understanding in a holistic manner, the same 
resources which it exploits. Only when 
deveiopnient processes are viewed in the 


holistic perspective of all the three 
economies can the scarcities and under- 
developmem assodated with abundance and 
development be clearly seen. Most resource 
intensive technologies operate in the enclaves 
with enormous amounts of various resources 
coming from diverse ecosystems which are 
normally far away. This long, indirect and 
spatially distributed process of resource 
transfer made possible by energy intensive 
long distance transportation leaves invisible 
the real material demands of the techno¬ 
logical processes of development. 

The spatial separation of resource ethaus- 
tion and creation of products have also con¬ 
siderably shielded the inequality creating 
tendencies of modem technologies. Further, 
it is simply assumed that the benefits of 
economic development based on these 
modern technologies will automatically get 
percolated to the poor and the needy, grow th 
will ultimately take care of the problems of 
distributive justice. This would, ot course, 
be the case, if growth and surplus were in 
a .sense absolute and purchasing power ex 
isted in ail .socio-economic groupings. None, 
however, is correct. Surplus is often 
generated at the cost of ecological piudiic- 
tivity of natural resources or at the cost of 
exhausting the capital ol non-renewable 
resouices. For the poor, the only impact of 
such economic activity very often is the loss 
of thcii resource base for survival. 

It is, thus, no accident that the modern, 
efficient and ‘productive’ technologies 
created within the context of growth in 
market economic terms are a.s.sociated with 
heavy social and ecological costs. The 
resource and energy intensity of the produc¬ 
tion processes they give rise to demands ever- 
increasing rcsouree withdrawals from the 
natural ecosystems. I'hese excessive with¬ 
drawals in course of time disrupt essential 
ecological processes and results in the con 
version of renewable resources into noii- 
rcnrwable ones. A forest provides inexhausti 
ble supplies of water and biomass including 
wood, over time if its capital stock, diversity 
and hydrological stability are maintained 
and it is harvested on a sustained yield basis. 
The heavy and uncontrolled market demand 
for industrial and commercial wood, how¬ 
ever, requires continuou.s overfelling of trees 
which destroys the regenerative capacity of 
the forest ecosystems and over time converts 
tlie forests to non-renewable resources. 
Sometimes the damage to naturtfs intrinsic 
regenerative capacity is impaired not directly 
by over exploitation of a particular resource 
but indirectly by damage caused to other 
natural resouices related through ecological 
processes, '^'hus under tropical monsoonic 
conditioas overfelling of trees in catchment 
areas of streams and rivers de.stroys not only 
forest resources, but also stable, renewable 
sources of water. The resource intensive 
industries do not merely disrupt essential 
ecological processes by their excessive 
demands for raw materials, they also destroy 
and disrupt vital ecological processes by 


creating pollution of esrential mowces like 
air and water. In the words of Rothman 

the {uivate economic ratimwiity of the profit 
seeking business enterprise is a murderous 
pfovidenre because it cannot guarantee the 
optimum use of resouices for society as a 
whole. It cannot ovoid continually creating 
situations which cause the pollution of an 
environment[18]. 

In the context of resource scarcity where 
most resources are already being udlised for 
the satisfaction of the survival needs, fur¬ 
ther diversion of resources to new uses will 
have the possibility of threatening survival 
and generating conflicts between demands 
of economic growth and requirements of 
survival. It therefore, becomes essential to 
evaluate the role of new technologies in 
economic development on the basis of their 
resource demands and its conflict with the 
demands of survival. The productivity of a 
technology in the perspective of human sur¬ 
vival must distinguish outputs in terms of 
their potential for satisfaction of vital or 
non-vilal needs, because on the continued 
satisfaction ot vital needs depends human 
survival. As Georgcscu-Roegen points out, 
There can be no doubt about it. Any use of 
the natural resources for the satisfaction of 
non-vital needs means a smaller quantity of 
life in the future. If we understand well the 
problem, the bcsi use of our iron resources 
is to produce plows or hairows as they are 
needed, not Rolls Royces, not even agri¬ 
cultural tractois |I5|. 

In !hc 'ontext of the market economy the 
iiidicators of technological efficiency and 
productivity arc totally independent of the 
ditfcrence between the satisfaciion of basic 
needs and luxury requirements, between 
resources extracted by ecologically sensitive 
or insensitive technologies or of the nature 
ol the contribution of economic growth to 
the diverse socio-economic categories. In the 
context of a highly non-uniform distribution 
of purchasing power and scanty knowledge 
of or respect for ecological processes, 
economic growth depends on production 
and consumption of non-vnal pnxlucts. The 
expansion of the formal scctoi of economy 
for the production of non-vital goods very 
often leads to further diversion of vital 
natural resources. For example, the water in¬ 
tensive production of flowers or fruits for 
the lucrative export market often results in 
water scarcity in low rainfall areas, in a 
world of limited and shrinking resouice base, 
and in the economic framework of market 
economy, luxury non-vital requirements start 
getting satisfied at the cost of vital needs for 
survival. The high powered pull of the pur¬ 
chasing capacity of the rich of the world can 
draw out necessary resources in spite of 
resource scarcity and resulting conflicts. 

This complete lack of the recognition of 
the re.<ource needs of the survival economy 
or the nature's economy in the current 
paradigm of development economics 
shrouds the political issues arising from 
resource transfer and ecological destruction. 
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For die economic sector based on Efficient 
modern technologies’, this provides an 
ideological weapon for increased control of 
the sponsors of economic development over 
the whole natural resource endowments of 
the countries concerned. 

The ideological and limited concept of 
‘productivity’ of technologies has been 
universalised with the consequence that alt 
other costs of the economic process become 
invisible. The invisible forces which con¬ 
tribute to the increased ‘productivity’ of a 
modem farmer or factory worker come from 
the increased consumption of non-renewable 
natural resources. Lxtvins has described this 
as the amount of ‘slave' labour at present 
at work in the world. According to him each 
person on earth, on average possesses the 
equivalent of about 50 slaves, each working 
a 40 hour week. Man’s annual global energy 
conversion from all sources (wood, fossil- 
fuel, hydroelectric power, nuclear) at the pre¬ 
sent time is approximately 8 x 10'^ watts. 
This is more than 20 times the energy con¬ 
tent of the food necessary to feed the pre¬ 
sent world population at the l-AO standard 
per capita requirement of 3,()(X) cals/day. 
In terms of workforce, therefore, the popula¬ 
tion of the earth is not foui billion but about 
200 billion, the important point being that 
about 98 pet cent of them do not eat conven¬ 
tional food. The ine()uahties in the distribu¬ 
tion of this 'slave' labour between different 
countries is enormous, the average inhabitant 
of the US for example, having 250 limes as 
many 'slaves' as the ‘average Nigerian'. And 
this, substantially is (he reason foi the dif¬ 
ference in efficiency between the American 
and Nigerian economies: it is not due to the 
differences in the average 'ef ficiciiey’ ot the 
people ihcm.selvc.s. There seems no way of 
di.s''overing the relative efficiencies of 
Americans and Nigerians: If Americans wen- 
short of 249 of every 250 Maves' they possc.ss, 
who can say how 'effieieni' they would piove 
themselves to be |19l. 

The increase in the levels of resource con¬ 
sumption is taken universally as an indicator 
of economic development. If the present 
level of resource consumption in the US is 
accepted as the development objectives of 
India, the total resource demands of 
'developed' India can be calculated by multi¬ 
plying the current resource consumption by 
a factor of 250. Neither our forests, our 
fields or rivers can su.stain such a ‘develop¬ 
ment'. When the per capita resource con¬ 
sumption is considered, the Malthusian 
argument relating population with resourt'e 
scarcity does not hold good. More signi¬ 
ficant than the population factor is the total 
resource factor. Thus, although many coun¬ 
tries of the south have a much larger popula¬ 
tion than those of the north, the industria¬ 
lised quarter of the world uses more grain 
than all the other three quarters put together. 
This high consumption is due to the fact that 
intensive livestock production in industria¬ 
lised countries accounts for 67 per cent of 
their total grain consumption. This ^efficient’ 
process of livestock management for the 


production of mm, as rqwrted by Odum 
requires ten calories of enqrgy. input to pro¬ 
duce one calorie of food energy PO). The 
energy subsidy provided Iqr the ciqiital stock 
of Earth's non-renewable resources make a 
resource inefficient process look as eKiciem 
in the market economy. It is interesting to 
note that even in the west, about a century 
back one calorie of food was produced by 
using a fraction of a calorie of energy in¬ 
put. The same is true in the economics of 
water resources use in modern agriculture. 
When the production of high yielding 
varictie.s of seeds are evaluated, not on pro¬ 
ductivity per unit land (tons/ha) but per unit 
volume of water input (tons/k lit) these 
miracle seeds of Orecn Revolution are seen 
as 2-3 limes less efficient in food produc¬ 
tion than, say, the millets. The results of 
evaluation of technological efficiency of pro¬ 
cesses associated with economic develop¬ 
ment, when re-examined on a holistic basis 
and optimised against all resource inputs, 
would generally lead to the conclusion that: 
the much talked of efficiency of widely prac¬ 
tised high technology is not intriasically true. 
They arc, in fact, highly wasteful of materials 
and polluiive (that is desiniciive to the 
pioduclivc potential of the environment). 
1211 . 

New technologies in the market economy 
are innovated for profit maximisation and 
not to encourage resource prudence per sc. 

I he extent of inefficiency in the utilisation 
of natural resources with production pro¬ 
cesses based on resource intensive techno¬ 
logies can be illiisirated with the production 
of soda ash, an imfKtrtant industrial 
material. In the .Solvay process for the pro¬ 
duction of .soda a.sh, the two materials used 
arc sodium chloride and limestone. The 
entire linie.sionc u.scd in the process ends up 
as waste material IWenty-five per cent of the 
sodium chloride is lost as unrcacted salt, 
l-rotn the balance 75-80 per cent the acidic 
half is lost and only the basic half goes into 
the final product. I^crefore only 40 per cent 
of the raw materials consumed are actually 
uiili.sed. The waste products go to pollute 
land and water resources systems. The 
economy of the process is artificially made 
gtHtd b)’ concessions in procuring limestone, 
salt and fuel and further concessions in 
respect of land, transport, etc. It is such 
subsidies for natural resources which makes 
the counter-productive processes appear as 
efficient. 

Referring to the technology of production 
of frozen orange juice Schneiberg made the 
following remarks: 

What is true of the unobtrusive shift from 
fresh oranges to frozen orange juice is typical 
of most transitions from traditional to late 
industrial technologies. The rngjority of these 
become more energy intensive: the energy 
content of idi the necessary production pro¬ 
cesses increases per unit produced.... The 
hall nuu'k of modern technology is its typical 
labour saving quality—not its energy saving 
aspect [22). 


Quided by a narrow distorted concept Of 
efticiency and supported by subsidies of all 
types, technological change in market 
economy oriented devdopment continues in 
a direction of resource intensity, labour 
displacement and ecological destruction. 
The long-term continuation of such pro¬ 
cesses will lead to the destruction of the 
resource base of the survival economy and 
to human labour being rendered dispensable 
in the production processes of the market 
economy. The partisan assumptions of 
modern economic development which 
cannot internalise the economy of natural 
processes and the survival economy arc thus 
being raised to the level of universality. As 
a result, with the expansion of economic 
development in the third world countries, the 
rosource intensive and socially partial 
development is leading to social unstability 
and conflict.s. While the ecology movements 
in the industrially advanced countries are 
directed against more recent threats to 
survival like pollution, the ecology 
movements in the third world countries have 
a much longer history related to resource 
exiiaustion and ecological degradation of 
natural ecosystems. It is in these countries 
that the holistic ecological criteria for 
technology choice is needed most urgently. 

Ma«m r Push rowAKDs Ecot tX'.iCAi 
Dkstruction 

In the absence of a deeper understanding 
ot the economy of natural processes and the 
survival economy, the critique of the market 
economy oriented development, technology 
choice and natural resource use, that is 
presented by the ecology movements as a 
critique of a particular development and 
technology paradigm is naively construed as 
a critique of development per se, technology 
perse and against any form of intervention 
into nature and natural resources. In this way 
the intervention of the market is 
tautologically defined as the only justified 
route towards development and intr^uction 
of short-term profit maximising technolc^es 
become the only vehicle for achieving it. 

The ideology of this development is 
limited within the limits of market economy. 
It views the natural resource conflicts and 
ecological de.struction as .separate from the 
economic crisis, and proposes solutions to 
the ecological crisis in the expansion of the 
market system. As a result, instead of pro¬ 
grammes of gradual ecological regeneration 
of natural resources, their immediate and 
enhanced exploitation with higher capital in¬ 
vestment gets prescribed as a solution to the 
crisis of survival. Clausen, as the president 
of the World Bank recommended that “a 
better environment, more often than not, 
depends on continued economic growth” 
(23). In a more recent publication Chandler 
(1986) further renews the argument in favour 
of a market oriented solution for the 
ecological problems and believes that con¬ 
cern for conservation cai only come through 
the market [24], This non-organic growth 
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was questioned by the AfKcan farmers in the 
following words, “Can you turn a calf into 
a cow by plastering it with mud?” [25}. 
There are some false assumptions behind 
such expectations for the market solutions 
to ecological crises, particularly in the con¬ 
text of the third world countries. The 
anarchy of growth and the ideology of 
development based on it arc the prime 
reasons behind the ecological crises and 
destruction of natural resources. Introduc¬ 
tion of unsustainable cash crops in large 
parts of Africa is among the main reasons 
behind the ecological disaster in that conti¬ 
nent. T'hc desirurtion of the ecological 
balance ol the rainforests of South America 
is the result of the growth of agribusiness 
and cattle ranching in the clearfelled areas. 
The business groups encouraging cash crop¬ 
ping can move out when the productivity of 
the newly opened land will fall. They have 
no compulsion towards the ecological re¬ 
habilitation of the ravaged land. They com¬ 
mand the resource base by making decisions 
that transcend their basis in legal ownership, 
but do not have to beat the ecological costs 
of the destruction of soil and water systems. 
The costs of de.struciion of Africa's gracing 
lands and farin-land, and of l.aiiii America's 
forests have not been borne by multinational 
food business but by the local peasants and 
iribals. Agribusiness just mows on to other 
resources and other sectors to maintain and 
increase profits. I'he global market ecrmoiny 
has no inicrnul mechanism fot ensuring 
a'ological rehabiliiaiioii of natural resources 
destroyed b> the inaikct itscll. The eosis of 
ecological destruction is left behind to be 
borne by the residents ot tlie respective areas 
alone, who participate in the survival 
economy of the same land. Under these con¬ 
ditions the market is incapable of respon¬ 
ding to the lequiicmcnts of the economy of 
nature and the economy of survival. Even 
while the market economy erodes nature’s 
economy and creates new forms of poverty 
and dispossession, the market is proposed 
as the solution to the problem of ecologically 
induced poverty. Such a situation arises 
because the expansion of the market is 
mechanically assumed to lead to des'elop- 
meni and poverty alleviation. In ihc ideology 
of the market, people arc defined as poor 
becau.se they do not participate overwhelm 
ingly in the maikei ccoiuirny and do not 
consume commodities produced for and 
distributed through the mai ket even though 
they might satisfy those needs through self¬ 
provisioning mechanisms. They am per¬ 
ceived as poor and backward if they eat self- 
grown nutritious millets and not commer¬ 
cially produced, commercially distributed 
pruces.sed foods. They are seen as poor and 
backward if they live in ecologically suited, 
self-built housing from local natural resour¬ 
ces like bamboo, stone or mud instead of 
cement concrete bought from market. They 
are seen as poor and backward if they wear 
indigenously designed handmade garments 
of natural fibre instead of mechanicallv 


manufactured dothes made of man-made 
fibres. Bahro (1984) qut^ an African writer 
who differentiated povmy and misery. The 
culturally conedved poverty based on non¬ 
western modes of consumption is often 
mistaken to be misery. Culturally perceived 
poverty is not materially rooted poverty or 
misery. Millets or maize, the common non¬ 
western staple, are nutritionally far superior 
to procestted foods and are again becoming 
popular in the west as health food-s through 
the alternative movement. Huts built with 
local materials represent an ecologically 
more evolved method of providing shejter 
to human communities than the concrete 
houses in many rural socio-ecologic condi¬ 
tions. Natural fibres and local costumes are 
far superior in satisfying the region-specific 
need for clothing than the manufactured 
nylon and terelcnc clothing, especially in the 
tropical climate. These culturally induced 
perceptions of poverty and backwardness 
have provided a great deal of undeserving 
Icgitimi.salion fur the accepted form of 
development, which has, in turn created 
further conditions for invisible material 
[xtveriy, or miseiy, by the denial of survival 
needs ihenisclves through resource intensive 
production processes. Cash crop production 
and food processing divert land and water 
resources away troni sustenance needs, and 
exclude increasing numbers of people from 
their entitlements to food as de.scribcd by 
liarnell: 

The inexorable process of agriculture- 
itidiislrialisuiion and inicrnationaltsalion arc 
probably responsible lor more hungry people 
ihaii cither cruel wars and unusual whims of 
nature. There are several reasons why the 
high-technulogy-cxport-crop model mcreascs 
hunger. Scarce land, credit, water and 
Ic'chnology arc pre-empted lor the export 
market. Most hungry people are not allecled 
by the iriurkcl at all. . The profits flow to 
coi|H)raiions that haw no interest in feeding 
hungry petrple wiilioui money |27]. 

T he correlation of development, as an 
effort in powrty removal and the actual crea¬ 
tion of conditions of material poverty as a 
result is best exemplified by the Ethiopian 
case. The displiiccment of nomadic Atars 
from their traditional pasture land in Awa.sh 
Valley from the pressures of commercial 
agriculture organised by the foreign com¬ 
panies led to their struggle fot survival in 
the fragile uplands which degraded the 
'ecosystem and led to the starvation of cattle 
and the nomads. The market economy thus 
conflicted with the survival economy and 
nature’s economy in the uplands. At no point 
has the global marketing of agricultural 
commodities been assessed in the back¬ 
ground of the new conditions of scarcity and 
poverty that it has induced. The new powrty 
is no-longer cultural and relative. It is 
absolute, threatening the very survival of 
millions on this planet. At the root of the 
new material poverty lies an economic para¬ 
digm which is governed by the forces of the 
market. It cannot assess the extent of its own 


requirementi for natural resources, and it 
cannot assess the impact of this demand on 
ecological stability and survival. As a lesuh 
economic activities that ate most efficimt 
and productive within the limited context of 
market economy, often becomes inefficient 
and destructive in the context of the other 
two economies of nature and survival. 

The logic of the market by itself is not 
adequate to induce these changes in resource 
use that threaten ccologicid destruction and 
survival especially in the context of indepen¬ 
dent nation states. Development as an 
ideology allows the indirect entry of global 
market domination. It creates a need for 
international aid and foreign debt which 
provide the capital for such development 
projects that commercialise or privatise 
resources. Control over local resources thus 
increasingly shifts out of the hands of local 
communities and even national governments 
into the hands of international fumndal 
institutions. The conditions for loan deter¬ 
mine the mode of utilisation of natural 
resources. The pressure of repayment and 
servicing of debts further consolidates the 
globali-sation. Total integration with the 
global market economy thus marginalises 
the concern for the economy of natural pro¬ 
cesses and the survival economy. In the 
resulting anarchy of resource use, the visible 
enclaws of economic development with their 
elite minority residents get a dispropor¬ 
tionately high access to resources and the 
invisible hinterlands of economic under¬ 
development, the homes of the silent 
majority, are left with shrinking access to a 
shrinking resource base. 

The ecology movements in India are the 
expression of protests against the destruc¬ 
tion of the two vital economics of natural 
processes and survival from the anarchy of 
development based on market economy. It 
is not surprising that these mowments are 
strongly critical of the international lending 
institutions, whose finance fuels the process 
of the monetary growth oriented economic 
development at the cost of ecology and 
survival. Thus, it is also not surprising that 
the international lending institutions and the 
elite of the recipient countries look down on 
ihe ecology movements as obstructionists 
and anti-progress, since they are committed 
to obstruct ecological destruction and halt 
the process that results in progress for a few 
and regress for the many. In the whole 
perspective of the three economies, the pro¬ 
verbial cake is shrinking, while in the limited 
perspective of market economy there is a 
short-term and unsustainable growth. There 
is increasing scarcity of water, of forms of 
biomass tike fodder, fuel, etc, and there is 
ever-increasing tendency of short metereo- 
logical drought turning into large-scale 
desertification. On the other hand there are 
more bottled drinks, more milk and milk 
products in urban markets, more flowers and 
vegetables for the urian and export markets. 

Left to itself the development programmes 
of the third world would have, by now. 
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internalised the vital economies of nuural 
processes and survival. The appearance of 
large international aid projects and loans, 
however, induces a tremendous support to 
the classical model of growth based develop* 
rnent. It is from this perspective that the 
rcoiogy movements are critically evaluating 
the international rmancial institutions and 
their aid-loiding programmes. In thb respect 
the most vocal criticisms have been made 
against agencies like the World Bank and its 
'Ogional counterparts. There are three im¬ 
portant reasons why ecology movements are 
so critical of the multilateral development 
hanks (MDB). 

Firstly, much of the loans and credits From 
the.se banks go to environmentally .sensitive 
areas such as agriculture, forestry, dams and 
irrigation. In 1983, half the projm loans of 
about $ 22 billion were directed to these 
sectors. Thus, although as a percentage of 
total economic investment these loans 
.tccount for a fraction, in terms of the im¬ 
pact on natural resource systems they arc 
very signiHcant [28|. The second reason that 
these MDBs arccrucial to determining 
development patterns and resource use in 
third world countries is that they require bor 
rowing governments to demonstrate commit¬ 
ment to projects by pledging so called 
■counterpart’ funds and making cumplemen- 
liiry investments of its own. The World Bank 
in paniculai has overwhelming influence on 
overall development policy through itscoun- 
IIy programming papers, .sector policy 
papers and country economic memoranda. 
But the VfDB’s greatest leverage is in Mruc 
tural adjustment’ and sector lending by 
which the Banks influence long-term 
economic policy and not just single projects. 
Ihc Structural Adjustment loans ot the 
'^'orld Bank arc creating long-term institu¬ 
tional changes towards privatisation and the 
adoption of a strategy of export led growth, 
both of which strongly innucnce the pattern 
of control over and uiilisaiion of natural 
resources. 

Tlte third mechanism by which MDBs af¬ 
fect the utilisation of natural resources is 
through the links between foreign aid and 
export financing. In 1978, Johnston Jr, 
deputy assistant secretary of state, bureau 
of economic and business affairs, testified 
to the US Congress that “every dollar we pay 
into the MDBs generates about S 3 in busi¬ 
ness for US firm.s”. Bu.shneil, deputy director 
for developing nations ot the US department 
of treasury stated before the subcommittee 
on foreign operations of the house appro¬ 
priations committee on Mar?h 16, 1976: 
From US National point of view these banks 
chcourage development along lines compati¬ 
ble with our own economy. They stress the 
role of market forces in the effective alloca 
lion of resources and the development of 
outward-looking trading economies... Our 
participation... in international develop¬ 
ment banks will also provide more assured 
access to essential raw materials, and a better 
climate for US investment in the developing 
world... [29]. 


The heavy involvement of international 
fumce in the economic developihent of the 
third world countries changes the natural 
resource management strategies in drastic 
ways. Rapid growth of export oriented 
resource utilisation has led to countries being 
caught in the debt trap, with which comes 
ecological degradation. The linkage of 
borrowing and ecological degradation can 
be exemplified with the case of Brazil. In 
1980-82 period Brazil was borrowing about 
US $ 300 million per year which rose to 
about US $ 950 million in 1983 and 1984. 
When the disbursements were used up Brazil 
was not able to provide the counterpart 
funds to complete the projects and loan 
repayment statted on incomplete projects. 
The load comes on farming for export, 
leading to more deforestation, more human 
displacement in the Amazon. The story of 
Africa, the continent with the most serious 
ecological crises is no different, in 1983 there 
were no African countries among the big 
debtors. Today, the external debt of tlie forty- 
two sub-Saharan economics is in the order 
of US $ 130-135 billion. The case of Sudan 
is illusiratix'c of what is happening to Africa. 
A few years ago, agencies like FAO .saw 
Sudan as having the greatest agriculture 
potcntidl, e.jpccially for export-crops. Sudan 
did ‘develop’ its agriculture, with heavy bor¬ 
rowing. Today. Sudan has a US $ 78 million 
proposal for emergency aid and US S 213 
million in interest due, after nxscheduling on 
US S 10 billion external debt. Thousands of 
Atiicans ate d> iiig because development first 
destroyed their sustenance base and now 
paving the debts lot that devclopmeiil is 
i'urthei dcpiis iiig them of their entitlement 
to suTxivai. When the whole economy is in 
such a shape Africa's ecological regeneration 
is surely a fat cry. The whole state of anarchy 
ot deselopniciii and its after-clfects are sum 
istariscd in the totlowing words of the 
Peruvian president. Ciarcia Pere/ 

At this inomeni vshen hundreds of millions 
of people in Africa, Asia and lalin America 
are wailing in vain for food, when poverty 
and violence liKim over our .societies, the 
banks can wait: the poor have waited long 
enough Ibi reason and justice.. .we say that 
first comes the need to defend oiir natural 
wealth. We are not going to pay, as in 
Shakespeare’s ’Merchant of Venice', with the 
flesh and blood ol our people; we are going 
to defend and retain within our country the 
surpluses and resources that the vicious 
structure of the world economy directs 
abroad [.to]. 

The need for a development that will lead 
to improved standards of living, not under¬ 
mine them, that will create ecological stabi¬ 
lity, not instabilities, is clear. The crises of 
market orientation of economic develop¬ 
ment has created responses from the local 
communities as well as from ecological 
movements. The contribution of inter¬ 
national development aid and loan to the 
processes of ecological destruction of the 
resource base for survival in the third world 


has provided the platform for a joint global 
response of the ecology movements in the 
north as well as in the south [31]. 

The ecology movements in general, and 
those in India in particular need to be 
analysed in the background of the forces of 
economic development. The various dimen¬ 
sions of social movements, for survival, for 
democratic values, for decentralised decision¬ 
making at the local levels are all components 
of the ecology movements. White at the local 
level they may demand better management 
of forests in mountain catchments or better 
conservation of watci in drought-prone 
areas, on the whole they are slowly progres- 
.sing unvards defining an alternate model for 
economic development—a new economics 
foi a new civilLsation. That is how ecology 
movements all over the world are coming 
closei as an upcoming political force that 
will put its .signature in the history of 
mankind in the coming few decades. 

Under such pressures the agencies of 
classical model of development are also 
turning ’environmental' ox-ernight, and a new 
eo-oprion attempt has begun. Time for the 
ultimate battle between the traditional con¬ 
cepts of development and the new ecological 
development is drawing nearer. The new 
packaging of old development model is 
characterised by the co-option of the 
language of the movements to decorate the 
contents ot old development programmes 
guided by the market and biased in favour 
ol those who already enjoy economic 
superiority. .A section of 'luni-governmeiit 
organi.salion.s' is taking on as the new 
delivery system in place of the governmental 
organisations. With the help of the.se NGOs 
or newly named people's organisations (POs) 
a gieat deal of international aid is focusing 
on cmiionnienl as a sector lot funding [32]. 
New foieslry programmes, drought protec¬ 
tion programmes, etc, are being handed over 
to the NCiO sector, as if leaving matters to 
these NGOs mean a new conceptual frame¬ 
work for development. It is forgotten that 
as long as the development programmes are 
framed within the limits of market economy 
and do not internalise the economy of 
natural processes and the economy of 
survival, results cannot be different. The 
tundamental difference between hollow- 
decorative environmentalism and deep- 
scientific ecology must be understood 
because a new contradiction is being created 
to confu.se the cities of market oriented 
development. With the help of such a clarity 
ecology movements which emerged against 
uncontrolled deforestation has also stood up 
against ecologically harmful afforestation 
programmes, as in the cae of social forestry 
based on eucalyptus monoculture [33]. 
While water from underground aquifers can 
save the people from an impending disaster, 
ecology movements are opposing uncontrol¬ 
led uptake of groundwater because it goes 
against both economy of natural processes 
and the economy of survival [34]. There is 
a criticism from the protagonists of hollow 
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enviromnentalism that deep ecologicat atgo- 
ments can wiit, what cannot wait is instant 
environmental action. In this way much of 
the activism of ecology movements is being 
fettered away in micro level actions while 
their challenges at the macro-conceptual 
level gets diffused. The task of the ecology 
movements is to face both the challenges in 
a co-ordinated form. And while at the 
micro-action level the classical development 
model may add a few ceremonial tree plan¬ 
ting programmes to keep the NGOs busy, the 
challenge at the macro-conceptual level is 
becoming tough with eminent economists 
seriously going into the defence of the 
classical model of development. Thus Solow, 
the 1987 Nobel Prize winner in Economics, 
holds that production and growth can com¬ 
pletely do away with exhaustible natural 
resources and resources exhaustion is not a 
problem. It is alleged that 'the ancient 
concern about the depletion of natural 
resources no longer rests on any firm 
theoretical basis’*. This claim of modern 
economics based on its unquestionable faith 
in modern western science made Solow to 
write: 

If it is very ea.sy to substitute other factors 
for natural resources, then there is. in 
principle, no problem. The world can, 
in effect, get alone without natural re¬ 
sources, so exhaustion is just an event, not 
a catastropbe|3.^|. 

The ecology movements have, thus raised 
issues that on the one hand, touch upon the 
question of activating micro-action plan to 
safeguard natural processes and survival, 
while, on the other hand, providing the 
macro-concept of ecological development at 
the global national and regional levels. The 
issue is not simply of planting trees here or 
protecting a tiger there. The issue is related 
to a fundamental change in human concepts 
abitut life, about development about civilisa¬ 
tion. They are related to the most central 
issues of ecological degradation of nature’s 
productivity that is threatening human sur¬ 
vival at a global level. After about four 
decades of development efforts if the third 
world is still faced with hunger, it is time that 
the old development strategy be replaced by 
a new arc that is based on a holistic under¬ 
standing of the total situation. The ecology 
movements of the world have entrusted 
themselves with this most chellenging task of 
evolving humane and sustainable devdopment. 

Refprrnres 

ni Uixemberg, R (I9SI), The Accumulation 
of Capital, Rout ledge and Kegan Paul, 
(london) p 370. 

[2] Gandhi. M K (1928), Young India, 
December 20, p 422. 

13) Bandyopadhyay, J and Shiva, V (1987), 
The Eetdogist Vol 17, No 1, pp 26-34. 
[4| Shiva, V (1986), ’How Green Was My 
Wtiley’ The Illustrated Weekly of India 
(Bombay) October 21; 

Jain S (1986). Hindustan Times (New 


Ddhi) December 11. 

[5] Bandyopadhyay, J .and Shiva WmdaiM 
(1M5), ‘Confiicu Over Limestone Quar¬ 
rying in Doon WtUey’, Environmental 
Conservation Vol 12. No 2, pp 131-39. 

[6] Rai, Usha (1986), The rimes of India, 
(New Ddhi) Det^ber 28. 

171 -v(l986) The rimes India, (New Ddhi) 
September 9. 

[8] nukar, Medha (1986), The Times of India, 
(New Delhi) Decemter II; 

Ghandhi, A and Kumar, A (1986), 
Economic and Political Weekly, Vol XXI. 
No 22, May 31. 

|9] Bandyopadhyay, J (1984), in Goldsmith E 
and Hildyaid. N (ed) The Social and 
Environmental Effects of large Dams, 
Vol 2, Wsdebridge Ecological Centre 
(Cornwall) pp 209-13. 

[10] Omvedt, Gail (1986), Economic and 
Political Weekly, (Bombay) Vol XXI, 
No 18. May 3; 

Parandare, B M (1986), The Times of 
India, (New Delhi), September 17. 

[111 Kothari, R (1986), Dossier of International 
Foundation for Development Alternatives 
(Nyon) No 52, pp 4-14. 

[12] Rostow, W E (1979), The Stage! of 
Economic Growth, Cambridge University 
Press (Cambridge), p 4. 

[13] Fedoseev, P N (1983), in Philosophy and 
the Ecological Problems of Civilisation 
Progress (Moscow) pp 19-33. 

[14] Sen, Amartya K, Economics, Ecology and 
Public Action, personal communication. 

[15] Georgescu-Roegen. N (1974), TheEntory 
law and The Economic Process, Harvard 
University Press (Cambridge) pp 2-21. 

[16] Commoner, B (1972), The Closing Circle, 
Jonathan Cope (London) p 299. 

[17] Jodha, N S (1986), Market Forces and 
Erosion of Common Property Resources, 
ICRISAT (Hyderabad) mimeo. 

Singh, Chhatrapati (1986), Common 
Property and Common Poverty (Delhi) 
Oxtord University Press. 

[18] Rothman, H (1972), Murderous Provi¬ 
dence, Rupert Hall-Oavis (Ixtndon). 


{19J ljavisa,E{m5l,mrldEn»tyStmtegies, 
London, p 133. 

[20] O'dum, E P (1975), Ecotogy, Holt, 
Rinehart and Wilson (New Vbrk) p 210. 

[21] Mukerjee; J N, fbrward inth Nature 
Popular Pmkashan (Bombs^) 1979 p s. 

[22] Schnaiberg, Alan (1980), The Environ¬ 
ment; From Surplus to Scarcity, Oxfora 
University Press. 

[23] Goldsmith, E (1985), ‘The Wbrld Bank . 
Global Financing of Impoverishment and 
Famine^, The EcologisI, Vol IS, No 1/2. 

[24] Chandler. W D (1986), mHdwateh Popei 
72. Watidwatch Institute (Washington DC). 

|2S] Timberlake; J (198S), Africa in Crisis 
Earthscan (London) p IS4. 

[26] Ealuo,E09S4),FlomRedtoCreen,\enc 
(London) p 211. 

[27] Barnett, S R (1980), The Lean Years, 
Abacus (London) p 171. 

[28] Sierra Club (1986), Bankrolling Disasters 
(Washington DC); Rich, B (1985) ‘The 
Muhilatetal Development Banks, E^ton- 
mental Policy, and the US'. Ecology Law 
Quarterly, Vol 12, No 4. 

[29] Ibon (1982), Fdets and Figures, (Manila) 
Mimeo; September 15. 

[30] Garcia, Perez, A (1986), ‘Peru wants a 
historic re-encounter with the land’. 
Dossier of the International Rtundation 
for Development Alternatives (Nyon), 
No 52. p 25. 

[31] Aiyer, S A (1987), Indian Express, (New 
Delhi), January 29. 

132] Kothari R (1986), ‘NGOs, The State and 
Wbrld Capitalism’, Economic and Mitical 
Weekly, Vol XXl, No 50. December 13 

[33] Shiva, V et al (1981), Social, Economic ami 
Ecological Impact of Social Forestry in 
Kolar, Research Report of IIM Bangalore; 
Shiva, V and Bandyopadhyay, J (1985), 
Ecological Audit of Eucalyptus Cultiva¬ 
tion, Research Foundation (in' Science and 
Ecology. 

[34] Bandyopadhyay, J (1987), Economic and 
Political Weekly, December 12. 

[35] Solow, Robert, M (1974), The American 
Economic Review, May, p II. 


CENTRE FOR DEVELOPMENT STUDIES 
Ulloor, Rrivandrum 695 011 

The Centre invites applications far the award of Doctoral Fellowships fai the year 
1988-89 of the fallowing categories. 

1. ICSSR ordinary Doctoral Fellowships 

2. ICSSR salary protected Fellowships 

3. CDS Doctoral Fellowships 

The Fellowships are awarded initially far one year and can be extended upto tour years 
subject to satisfactory progress during the intermediate period. The value of the 
Fellowships (category 1 and 3) will be te. 1000/- per month in the first two years and 
Rs. 12{X)/- am. in the subsequent period The Fellowship also carries a contingency 
grant of Rs 3000/- per annum. The candidates will have to register for Ph D in Economics 
with the Kerala University or the Jawaharlal Nehru University under the supervision 
of Faculty members of COS. 

The eligibility for open fellowship and the Centre's fellowship will be a Masters degree 
with minimum 55% marks in Social Sciences and tne upper age limit is 30 years. Teachers 
in affiliated colleges and members of professional staff in research institutions below 
the age of 35 are eligible to apply for the salary, protected fellowship. 

Application on ttw prescribed form available from the Registrar,' Centre for Develop¬ 
ment Studies on request will be received at the Centre till July 15,1988 Applicants 
should submit a research proposal and the selection will be ba^d on a personal 
intervrew to be held at the Centre. 

DBiEaoR 


1232 


Economic tod Political 1M|»kly . 



Electronics in Kerala’s Industrialisation 

K K Subrahmanian 
K J Joseph 

ITiis i^per reviews the growth of the elctronics industry in Kerala. The focus is on the existing structure and 
competitiveness in an inter-regional context with a view to identifying strategy options that could maximise the 
potential of this industry as a vitai link in the rapid industrialisation of the state, given the avaiiabiiity of a vast 
pool of skilled human resource. The development of the electronics industry in Keraia has taken place almost 
entirely at the initiative of the state government. Therefore, an attempt is made to provide a perspective of the 
role of the state government. 


THERE is now a bui^eoning literature 
which suggests that a capital-deficient 
economy could stimulate growth and create 
considerable employment through the 
development and diffusion of the electronics 
industry if it has a vast pool of skilled 
human resource. Some economists' would 
even attribute to electronics the .same role 
conventionally assumed for capital goods in 
the growth process because it is a crucial 
source of skill-based innovations that have 
a wider degree of applicability throughout 
the economy and society. Thus electronics 
has become a critical sector in modern 
industrialisation not only for its direct con¬ 
tribution to output and employment but al.so 
for its role in contributing to efficient 
resource-utilisation, greatci productivity, 
and hence rapid growth in the economy as 
a whole. 

In a large economy like India the develop¬ 
ment of electronics industry has other 
rationale as well. In particular, as a foot¬ 
loose industry with suppo.sedly no locational 
specificity based on raw material, the elec¬ 
tronics sector opens up opportunities for 
regional development. In India the central 
government has taken a number ot major 
steps to foster the development of the elec¬ 
tronics sector with geographical dispersal as 
an important objective.- And a number of 
state governments have evinced considerable 
interest in developing electronics as a key 
sector for rapid and dispersed industriali.sa- 
tion of their regional economies. 

This paper reviews the progress of elec¬ 
tronics industry in Kerala. The analysis is 
focu.sed on the existing structure and com¬ 
petitiveness in an inter-regional context with 
a view to identify strategy-options that will 
maximise the potential of electronics in¬ 
dustry as a vital link in the rapid industria¬ 
lisation based on the availability of the vast 
pool of skilled human resources. As the 
development of electronics industry in 
Kerala has taken place almost entirely due 
to the initiative of the stale government, a 
caM study of Kerala State Electronics 
Development Corporation (Keltron) is also 
attempted in order to put in perspective the 
role of the state government. 

Growth of Indian Ei.ectronic.s: An 
Overview 

As regional industrialisation in India takes 
place within the overall framework of the 


national policy regime, the development of 
electronics industry in Keraia has to be 
assessed essentially against the backdrop of 
the national scene. Although the origin of 
the industry in India can be traced back to 
the 50s, a concerted effort towards its 
development on modern line.s started only 
with the selling up of the Dcparimcnt of 
Electronics in 1971 and vesting it in 1V75 
with the total responsibility of regulating the 
import and production capacity of elec¬ 
tronics goods. The government of India’s 
strategy initially aimed at a balanced and 
self-reliant industry to meet the domestic 
requirements, in particular of the strategic 
sectors, with a major rule assigned to public 
sector enteiprises and the sniall-.<icalc sector. 

The above strategy had its implications on 
the evolution of the industrial structure— 
product-composition and organisation- 
structure, competitiveness, and overall 
output growth-rate of Indian electronics 
sector. Under the strategy, the three major 
sub-.seciors c>f the indu.stry, vi;, (1) consumer 
electronics. f2) piotessional electronics, and 
(.^) components, were regulated to grow in 
an ititegiated manner Thus, the capacity- 
creation fui the component secioi was 
planned on a derivative basis of the defined 
requirements of equipment (both consumer 
and professional) for the domestii- market. 
In terms of oigatiisatioii-siruciuic the 
organi.sed private sector was not given aiiv 
significant place. The production of elec¬ 
tronics goods under these structural features 
for a narrow domestic market was charact¬ 
erised by high cost, technological backward¬ 
ness and inefficiency. As a result, the overall 
rale of growth (compound)^ of Indian elec¬ 
tronics was only 17 per cent per annum 
during the decade 1971-81 (Tabic 1). 

In striking contrast, other newly industria¬ 
lising countries (c g. South Korea) achieved 


a much higher growth-rate in overall output 
under a different strategy concerning the 
industrial structure and market orientation. 
In those NIC's each sub-sector developed 
along separate lines propelled by different 
market forces though the inter-linkage 
between them in the production base was 
weak. The empha.sis was on the development 
of consunici electronics and components for 
the export market. They could reap scale 
economics and technological progress and 
produce electronics goods with high degree 
of cost cftectivencss and product quality. 
Some .studies'* which made a comparative 
analysis of Indian performance vis-a-vis 
South Korea have concluded that India 
missed ‘the electronics bus’ due to its self- 
reliant strategy pursued within certain struc¬ 
tural constraints. 

In anv case and perhaps carried away by 
ifie ‘success’ of South Koiea, the government 
of India changed its electronics strategy in 
the early eighties. The emphasis under the 
new strategy was placed on a greatci play 
of market forces. Administrative controls 
and regulations on import, capaci'y cica- 
tioii, iccliiiologv acquisition, location, etc, 
were relaxed and the goveriunent came out 
with packages of liberalisation and promo¬ 
tional mcasure.s tor dilTereni branches of 
electronics industry by mid-cightics. In 
general, the policy-emphasis now shifted to 
mininiuiti viable capacity, scale economics, 
easier access to foreign technology, relatively 
free entry to the private sector (including 
monopoly houses) with the aim of sup¬ 
posedly making the industry modern, cost- 
effective, and competitive. 

The strategy-shift and consequent policy 
changes exerted significant impact on chang¬ 
ing the product structure of the industry in 
the eighties (lable 2). The share of coasumer 
electronics sub-sector increased and that of 


Tabi t 1 . Annual Compounij Growth Ratls or ELtfiRoNirs Inisustrs 


Period 

Consumer 

Electronics 

Professional 

Electronics 

Components 

Overall Output 

1971-76 

22.87 

22.78 

14.78 

18.84 

1976-81 

19.49 

12.73 

16.68 

15.86 

1981-83 

15.82 

32.73 

15.30 

26.05 

1983-86 

56.92 

28.30 

30.40 

36.51 

1981-|i6 

38.97 

30.05 

24.14 

32.23 

1971-86 

23.78 

21.65 

18.50 

22.11 

I971-81 

16.81 

17.65 

15.77 

17.34 


Source: Department of Electronics, Annual Reports. 
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professional and component sub-sectors 
relatively declined. The mter-sectiMal balance 
in the production base became uneven and 
consequently the import-dependence (in¬ 
cluding technological dependence) of the 
industry increased. Nevertheless, the growth 
rate of the industry’s overall output improv¬ 
ed significantly. The recorded growth-rate 
(compound) in overall output was 36 per 
cent per annum between 1983-86 as com¬ 
pared to 22 per cent for the period 1976-83. 
The consumer electronics recorded an 
annual growth rate (compound) of more 
than 55 per cent between 1983-86.’ It is 
with the expansion ot consumer electronics 
particularly colour television in recent years 
that the Indian electronic.s industry moved 
on to a higher growth path. It may however 
be added that the recent growth, propelled 
b)' the spurt in consumer demand, could be 
unstable and in any case cannot be taken 
to represent a growth dynamism of the 
industry. 

It is instructive to note that when the in- 
duMiy was .stiught to be developed in an in- 
tegtated mantlet under the aegis of the 


public sector, the growth-rate of overall 
output was modest whereas, it was high 
when the industrial structure changed to give 
greater play to market forces and a domi¬ 
nant position to consumer electronics. The 
growth performance of electronics industry 
in India can thus be explained in terms of 
its structural features influenced by the 
policy regime. It also stands to reason that 
the industry-structure framework provides 
a pragmatic apprbach to analyse the growth 
performance of the electronics industry at 
the regional level, which in the present case 
is Kerala. 

Kerala’s REi.AtivE Hurh)Rman( t 

IJiuil 1970 there was hardly any electronics 
production worth the name in Kerala. A real 
beginning was made only in mid-seventies 
with the establishment of the Kerala State 
t'lecironics Development C'orporation 
(Keltron). In fact, Kerala is the pioneer 
among the states to make a concerted effort 
under the aegis of the state government 
towards developing an integrateti btisc for 


electronics production. 

The point may be illustrated. Before set¬ 
ting up Keltron, Kerala accounted for less 
than 0.25 per cent of the national electronics 
output in the organised sector and ranked 
the lowest but one position among the 
thirteen electronics producing regions in the 
country. By 1980-81 Kerala improved its 
relative position to reach the sixth rank in 
the country by producing around six per cent 
of the national output (Table 3). The tempo 
in the growth trend was However not main¬ 
tained in the eighties: As against an annual 
growth (compound) of 22 per cent during 
1978-79 10 1980-81 the organi.sed .sector saw 
surprisingly a negative growth rate (- 3 per 
cent) during 1981-82 to 1983-84. Kerala’s 
share in the national output came down to 
around 3 per cent and its rank fell to the 11th 
position by 1983-84. 

In terms of value added also the picture 
ssas not different. While Kerala shared 7.2 
pel eent in the total value added and ranked 
5th among 13 major electronics producing 
regions in 1980-81, the corresponding figures 
sscic 3 pci cent in share, and lOih in rank 
in 198.t-84. An interesting question poses by 
iisell. Wliy did Kciala perform relatively 
poorly during the eighties? To put it another 
way, why did Kerala miss ‘the elceitonics 
bus' on a higher national glow ih path during 
the eighties? 

Kt-RAI A'S St OSS -ixm N 1 nSVARlSS AN 
l-M'l ANXllON 

It IS diflicult to .single out any purt.eulai 
faetoi as responsible for the slow down in 


Tabu 2; C'hsni.isin iiil Pi.k< i niac,l Shaki os Maior SuB-ismiiRs in Toi.si Oiii-i i 



1971 

1976 

1981 

1984 

1986 

Consumer elect ronics 

30.1 

24.6 

28.7 

31.0 

36.9 

Professional electroiiiei 

46.8 

55.1 

48.1 

47.4 

44.2 

Components 

23.1 

19.5 

20.2 

16.0 

14,7 

SEF.PZ (exports) 

— 

0.8 

3.0 

5.6 

4.2 

Total 

100.0 

100.0 

100.0 

100.0 

100.0 


Source: Depaiiment of Eleetronies, Annual Reports. 


Tabi.i 3: KkiIonai Uisiribohon oi Llic ikonics Prouih nos in ASl J'AfuiRs Si< iwr 


1978-79 1979 80 


1980-81 


1981 s: 


1982.8.3 198,3 



Share 

Rank 

Shaie 

Rank 

Shall- 

Rank 

Share 

Rank 

Shai 

Kaiik 

-shall 

Rank 

Karnataka: Ouipui 

26.3 

1 

21.7 

I 

19.32 

s 

.. 


14.4 

2 

25 9 

1 

Value added 

.31.4 

1 

28 9 

1 

21.6 

1 



21.6 

1 

IS () 

2 

Maharashira; Output 

21.9 

2 

18.6 

2 

20.00 

1 

20.7 

1 

19.2 

1 

19.3 

2 

Value added 

21.1 

2 

I9..3 

2 

17.70 

1 

19.8 

3 

17.5 

s 

19.3 

1 

HP; Output 

7.9 

4 

7.9 

4 

11.8 

4 

16 5 

3 

13.4 

4 

1(> 3 

3 

Value added 

9.7 

3 

8.9 

3 

16..3 

3 

23.78 

s 

15.7 

3 

15.7 

3 

Delhi: Output 

II..3 

3 

8 6 

3 

12.8 

3 

12.8 

4 

14.2 

3 

5.7 

5 

Value added 

4 3 

6 

2.97 

6 

6,6 

6 

6.9 

6 

6.92 

6 

13.5 

4 

Kerala: Output 

1.4 

It 

2,7 

7 

5.9 

6 

6.3 

8 

2.9 

10 

2.1 

II 

Value added 

1.4 

8 

2.1 

7 

7.2 

5 

5.8 

8 

3.5 

9 

2 9 

10 

MP: Output 

2.7 

8 

1 7 

9 

2.02 

12 

; 3 

12 

1.2 

13 

1.1 

12 

Value added 

0.95 

11 

I..3 

9 

1.4 

12 

2,72 

11 

s s 

12 

1.8 

12 

Punjab; Oiiiput 

1.8 

to 

0.(1 

It 

0.86 

13 

0.5 

1.3 

1.4 

12 

0.58 

13 

Value added 

l.l 

9 

0..3 

12 

0.5 

13 

0.1 

13 

1 2 

13 

1 1 

13 

Rujaiithan; Output 

0.1 

1.3 

— 

— 

4 5 

7 

6.5 

7 

4.2 

8 

5.1 

6 

Value added 

0.1 

13 

— 

— 

8.04 

4 

10.2 

5 

7.2 

8 

4.0 

8 

Tamil Nadu: Ouipui 

4.4 

6 

,3.35 

6 

4.4 

8 

6.6 

6 

5.2 

6 

3.9 

7 

Value added 

5.2 

5 

3.9 

5 

5.1 

8 

5.7 

9 

6.8 

7 

4.6 

6 

West Bengal; Output 

5,7 

5 

4.00 

5 

4.3 

9 

5 1 

9 

4.3 

7 

3.6 

8 

Value added 

6.8 

4 

S.3 

4 

4.5 

9 

6.0 

7 

7.97 

5 

3.4 

9 

Andhra Pradesh; (3mput 

0.5 

12 

0.6 

II 

6.% 

5 

10.8 

5 

7.4 

5 

10.1 

4 

Value added 

0.3 

12 

0.4 

11 

5.6 

7 

I3.I 

4 

8..56 

4 

8.1 

5 

Gujarat: Output 

2.0 

9 

1.5 

10 

.3.0 

11 

2.9 

11 

.3.9 

9 

3.5 

9 

Value added 

1.0 

to 

0,6 

10 

1.8 

11 

1.7 

12 

2.9 

to 

4.3 

7 

Haryana: t>utpui 

.3.3 

7 

2.6 

8 

3.6 

to 

4.6 

10 

2.4 

11 

2.2 

10 

Value added 

2.9 

T 

2.0 

8 

3.9 

to 

4.2 

10 

2.4 

11 

2.3 

II 


Source: Annual Survey ot Industries. 
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Kerala's growth performance and the con¬ 
sequent fail in the relative position in 
national output. A complex set of factors 
must have been in operation. As mentioned 
earlier, however, the industry-structure 
framework provides an empirically mtional 
approach to explain the slow-down. 

An inter-regional comparison (Ihble 4) 
would suggest that the industrial structure 
of Kerala’s clearonics sector differed very 
much from other leading* regions lilw 
Karnataka, Maharashtra, Delhi and Uttar 
Pradesh. This was true in respect of both 
product-composition and organisational 
structure. 

Kerala started its electronics industry 
under the aegis of state-government invest- 
nent in mid-seventies with an integrated 
.-omposition of the major sub-sector (viz, 
consumer electronics, professional elec¬ 
tronics and components) in the product- 
structure. This was in line with the national 
policy of the seventicii. The sectoral balance 
was more or less maintained throughout in¬ 
cluding the eighties. On the other hand, 
other regions developed and maintained a 
product, structure dominated by consumer 
electronics, lb illustrate, consumer elec¬ 
tronics consistently aevounted for more than 
75 per cent of the total output in Uttai 
Pradesh and Delhi. Consumer electronics 
also accounted for a proportionately large 
share in Karnataka and Maharashtra. In 
those regions private sector investment in 
electronics was also substantial. With an in¬ 
dustrial .structure dominated by consumer 
electnmics those regions recorded relatively 
higher growth rules in overall output in the 
eighties. In the ca.se of Kerala too, the highest 
growth rate and the highest share in llie 
national output were recorded in a period 
when consumer electronics accounted for 
mort than <>0 per cent of the region’s total 
electronics output. 

There is thus some merit to hypothesise 
that the slow-down in Kerala’s electronics 
industry was in a large measure due to the 
eon.straints in readjusting the industry 
.structure consistent with the changes in the 
national ^strategy and policies during the 
eighties. It could perhaps be argued (hat a 
move towards industrial restructuring in 
Kerala towards giving dominance to con¬ 
sumer cleelronies would have weakened the 
inter-linkage between the sub-sectors. That 
however would be a wider question to be 
tackled at the national policy level. At the 
nlgional level, the type of indutitry .structure 
and its deviation from the national pattern 
do distort the legion’s growth performance. 

The point may be furthci illustrated. In 
the eighties the national policy shifted its 
emphasis in favour i»f liberal import of com¬ 
ponents and equipment with a view to make 
the industry competitive.* This however 
may have adversely affected the market of 
components a^d professional equipment 
manufacturers.^ Kerala’s electronics in¬ 
dustry, which is' composed largely of 
componeiit and professional electronics, 
naturally suffered more from the national 
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poUqr of import liberalisation as compared 
to other tegions. Further, component manu¬ 
facture being more capital intensive, the ex¬ 
cess capacity created must have com- 
poundnl production inefndency in terms of 
costs and retarded the growth in overall 
output. 

Instructively, capital intensity of Kerala’s 
electronics industry is higher than all other 
states (Ikble 5). This is partly due to the par¬ 
ticular choice of product-structure. Never¬ 
theless, the process of capital deepening has 
had its impact beyond output-growth. This 
•is related to employment generation, which 
is of special significance in Kerala where the 
incidence of unemployment is the highest. 

A rough idea of the employment genera- 
tion/absorptiun capacity of the industry can 
partly be traced from the trends in the wage 
share in value added. Apriori, the wage- 
share tends to increase with the increase in 
the wage-rate or with the increased rate of 
labour absorption. In the case of Kerala’s 
electronics industr> the average wage rate is 
not higher than the national level. The 
average wage rate in Kerala’s electronics is 
more or les.s comparable with the situation 
in other (except lX‘lhi) leading electronics 
producing regions (Table 6). However, wage- 
share 111 value added is the lowest in Kerala. 


This reflects upon the poor labour absorp¬ 
tion capadty of the industry in Kerala. The 
value added by Karnataka’s electronics 
industry is only seven times higher whereas 
the number of workers engaged is ten times 
higher than that of Kerala's electronics 
industry. There is thus more than one reason 
for Kei^a's electronics industry to restruc¬ 
ture itself to specialise more on skill and 
design intensive product groups, which will 
not only generate more employment but also 
speed up the growth-rate of the industry’s 
overall output. 

Organisation-Structure 

Another aspect of the industry-structure 
is the ownership organisation. According to 
the report of i High Level Committee* 
Kerala's electronics industry has an invest- 
nlent of R$ S3 crore and has provided direct 
employment to about 6,700 per.sons in 1983. 
Although there arc more than 200 ancillary 
units in the unorganised sector, the bulk of 
investment, production and employment 
come from the organised sector. Here again, 
the contribution by the private sector units 
is small. There are only three large and 
medium sized units in the private sector, 
which has an investment of Rs 10 crore and 
provides employment directly for about 


Tabu 4; Pi'K<.'FNiACiE SHAKtoi Maiok SuD-Si'cmits in Toiai Outfi'I Kuhons 



Karnataka 

Maha 

I'li.ir 

fK-lhi 

Kerala 

India 



rashtra 

Pradesh 



1978 79 







C'onsuincr electronics 

77.9 

76.9 

86.3 

95.8 

— 

70.6 

Ptofessional dectronic.s 

21.4 

10.4 

4.6 

3.8 


22.5 

Components 

0.7 

12.7 

9.1 

0.4 

- 

6.9 

1979-80 







C'onsumcr electronics 

74.3 

78.2 

— 

— 

50 2 

70.0 

Professional electronics 

25.5 

7.7 

— 


14.0 

22.2 

Components 

0.2 

14.1 

_ 

— 

35.8 

7.8 

1980-81 







Cottsumer electronics 

68.2 

77.7 

89,6 

90.0 

67.8 

62.8 

Professional clceironies 

.30.1 

3.1 

8,4 

9.0 

13.4* 

30.2 

Components 

1.7 

19.2 

10.0 

1.0 

18.8 

7.9 

1982-83 







('onsuiner elect ionics 

86.3 

68.8 

85.3 

93.8 

.Ml.l 

66.0 

Piofcssional clccironics 

10.9 

4.6 

12.0 

5.7 

2.1,2 

27.9 

Components 

2.9 

26.6 

2.7 

0.5 

26.6 

6.1 

1983-84 







C onsnmci electronics 

76.4 

54.5 

85.1 

92.1 

37.6 

67.1 

Professional electronics 

21.6 

25.5 

11.5 

6.9 

30.1 

27.1 

Components 

2.0 

19.0 

3.3 

1.0 

32.3 

5.8 

Note: — indicates information not available. 





Sources Annual Survey of Industries. 






TABI I- St.CAWIAI EMFUM I D PlR WpHKEk IN F.l 1:1 IHtlNKS 







(Rx thousand) 

Karnataka 

Maharashtra 

Uttar 


Delhi 

Kerala 

India 



Pradesh 





1978-79 14.371 

19.844 

47.221 


•11.150 

82.901 

21.142 

1979-80 18.730 

25.562 

45.240 


11.042 

91.813 

24.649 

1980-81 25.200 

29.280 

45.561 


16.921 

106.562 

29.516 

1981-8; 23.831 

36.901 

50.360 


13.280 

101.612 

;i.303 

1982-83 30.345 

39.832 

57.272 


21.910 

101.34 

37.367 

1983-84 32.181 

47.542 

92.425 


19.674 

132.133 

41.463 


Source". Calculations based on Annual Survey of Industries. 
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1,700 persons. In the tmall'Scale sector the 
toul number of organised uniu is around 
25 with a total investment of Rs 1 croie, a 
turnover of Rs 2 croie and employment of 
about 500 persons. Hie central sector invest¬ 
ment is also negligible there being only one 
unit with an investment of Rs 2 crore and 
employing about 200 persons. Thus, Kerala’s 
electronics industry is confined largely 
within the limits of investment by the .state 
government; It is the Keltron group that con¬ 
stitutes the core of Kerala's electronics 
industry. 

Apparently, the organisation-structure of 
electronics industry in Kerala is different 
from other major producing regions. In 
most other regions the pnvate sector is 
showing increasing interest in the develop¬ 
ment of electronics industry. In some of 
those regions central government investment 
is substantial. It is the central investment that 
has triggered the private sector growth. For 
example, the concentrated nucleus of cen¬ 
tral sector investment in Karnataka has at¬ 
tracted substantial private sector investment 
so much so that the share of the private 
sector in total production .steadily increased 
from mere 13 per cent in 1980-81 to as high 
as 30 per cent in 1986-87. 

In striking contrast, the central govern¬ 
ment has ignored Kerala in regard to invest¬ 
ment in electronics sector notwithstanding 
the availability of a vast pool of skilled 
labour force in the region. Thai Kerala's 
share (1.8 per cent) in the total central sector 
industrial investment is below its share in the 
population in the country is a testimony of 
the scant attention given by the central 
government for Kerala’s industrialisation. A 
more disturbing trend is the continuous 
decline of Kerala’s share in central sector 


investment. In recent years, mere has not 
been any major fresh central sector invest¬ 
ment made in the static. The neglect by the 
central government in.regard to industrial 
investment in a state, where* the need is most 
pressing, is a question of wider import and 
is beyond the scope of the present paper. It 
must, however, be said that a nucleus of cen¬ 
tral sector investment would have created a 
climate to attract new entrepreneurs, both 
from within and outside, into Kerala’s elec¬ 
tronics industt y, which showed a signiHcant 
growth during the seventies. 

It must also be said that the initiative of 
the state government towards the devdop- 
meni of local entrepreneurship was not 
effective lo channelise private investment 
even into a profitable Held like electronics 
in Kerala. In the absence of central sector 
investment and the ‘proverbial’ shyness of 
private capital to move into the industrial 
sector in Kerala, the development of elec¬ 
tronics industry in'the region has had to 
depend primarily upon the investment by the 
state government. Indeed, a relatively larger 
proportion of investment in the state sector 
has gone into electronics. Given the narrow 
resource-base of the state government, how¬ 
ever, the How of investment into the elec¬ 
tronics sector was not adequate enough to 
meet the requirements of expansion through 
product diversification. Probably, it would 
be even unwise for the state government to 
shoulder the total responsibility of invest¬ 
ment for expanding an indu.stry in line with 
changing conditions in national and intei- 
national markets. 

The point for emphasis is that Kerala’s 
electronics industry, which remains within 
the confines of the state sector, had several 
constraints to restructure it.scir in line with 


the changes in the national stiategy and 
policies during the eighties. As the national 
policy shifted towards liberalisation and 
greater play of market forces, neither the 
state sector had the resources nor was there 
the private sector investment to capture the 
growth-potential of the fast growing sub¬ 
sectors of the electronics - industry. The 
growth-rate in overall output of Kerala's elec¬ 
tronics industry thus slowed down and the 
region began to loose its relative position in 
the country. The constraints of the existing 
industry structure was compounded by the 
inefficiency of the state-sector particularly 
in a context of increasing competition in tlw 
national market. 

High-Cost structure and Lack 
oi- Competitiveness 

The industry-structure framework is one 
plausible approach to explain the slow-down 
in Kerala’s growth-rate in electronics during 
the eighties. The cost-structure and conse¬ 
quent competitiveness could be another. The 
latter of course is interlinked with the former 
in the sense that the industry-structure (pro¬ 
duct composition and ownership/organisa- 
lion structure) has a decisive influence on 
the overall cost-cffectiveness. With the 
availability of skilled human re.source at 
relatively lower cost, the production of elec¬ 
tronics in Kerala should have been cost- 
conipciitivc and hence its growth perfor¬ 
mance better as compared to other regions. 
A look at I he cosi-siriicturc in Kerala in an 
iiifer-regionai context would thus be useful 
in seeking an explanation for the slow-down 
of electronics industry’s growth-rate. 

The inter-regional comparison of cost- 
siructiire (Tabic underlined the high cost- 
structure of electronics indu.stry in Kerala. 




Tabi I 6; 

iNTSRsrAif Variaiions IN Wai.i 

Raiis and Wac.i Shari in Vaht Aihud 


States 



Wage Kates (Ks) 




Wage Share (Per eeni) 



1978-79 

1979-80 

1980-81 1981 82 

1982-83 

1983-84 

1978 79 1979-80 

1980-81 

1981 .82 1982-83 

1983-84 

Karnataka 

10,756 

12.112 

11,481 

15,920 

19,881 

41.5 .36.4 

43 9 

32.8 

.35.3 

Mahara.shtra 

7.4H2 

8.492 

8.51? 10,661 

11,712 

14.102 

29.8 30.3 

34.5 

35 4 2T.6 

26.4 

Uttar Pradesh 

5,841 

7,512 

9,180 9,171 

10.380 

15.099 

23.9 .34.0 

23.4 

19.0 22,4 

21.1 

Delhi 

4.266 

5,654 

5.291 6,194 

.5,920 

7,864 

24.2 23 8 

21.4 

23.0 18 9 

22.5 

Kerala 

5,341 

5.904 

8.563 8,.?48 

10,921 

11..349 

IT (1 20 6 

11.5 

11.6 16.5 

28.9 

All India 

7.67<J 

8,085 

8,592 S.6S6 

II..326 

1.3,8.36 

31 9 30.8 

.30 4 

26.4 26.4 

29.7 

.S'oMrtv: ( aicniaiions based 

on Annual Suivcy of liulusiries. 






Tabu 7: iMtu.RuaoSAi 

Variaiions in Com Strih iori : Pi rci niaciI- Shari- oi Don ri ni Cost lit ms in VailiI oi T<n.Ai Prooih iion 



Karnataka 

Maharashtra 

Ultar Pradesh 

Kerala 




Average for 

Average 

foi 

Average for 

Average for 



1979-80 

1982-83 

1979-80 

1982-83 

1979-80 

1982-8.3 

1979-80 

1982-83 



and 

and 

and 

and 

and 

and 

and 

and 



1980-81 

1983-84 

1983-84 

1983-84 

1980-81 

1983-84 

1980 81 

1983-84 

Input cpst 


63.95 

54.58 

57.2 

62.23 

85.55 

85.86 

67.45 

63.60 

Labour cost 


25.35 

25..30 

25.1 

19.87 

6.05 

6.29 

1.3.71 

16.05 

Rent 


2.85 

0.80 

0.2 

0.34 

0.45 

0.14 

2.15 

0.40 

Interest 


4.85 

6..?6 

9.70 

7.31 

2.40 

1.45 

I7..30 

20.97 

Depreciation 


4.45 

3.1 

7.49 

3.57 

I.IS 

1.27 

5.05 

6.22 

Profit 


-1.45 

9.86 

0.40 

6.68 

4.40 

4.99 

(~)5.65 

(-)7.24 

Total 


100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 


Source: Calculations based on Annual Survey of Industries. 
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It ii nther dlituibiiw to ixjte thm Kenia sui- 
tained loues on a continuoui basis during 
the eighties whereas, all leading itgitnu earn¬ 
ed substantial net surplus (pront) from the 
value of output after meeting all costs. It 
stands to reason that the high cost-structure 
must have made the Kerala industry non¬ 
competitive in the national market. A region 
that has been incurring losses on a con¬ 
tinuous basis naturally did not attract private 
investment and thus the industry did not 
grow in investmmt and output in Kerala at 
the same rate as in other regions. 

In all the regions (including Kerala) inputs 
(material + fuel and other material inputs) 
constituted the m^or cost item. This was 
followed by wage-cost and other factor pay¬ 
ments in that order except in Kerala, where 
the wage-cost was relatively lower than other 
regions. The labour productivity in Kerala 
is also found to be of high order (Ikble 8). 
The comparative advantage of Kerala in 
terms of wage-cost, however, is weakened by 
high interest payments. On an average about 
20 per cent of \^ue of output is used up for 
interest payments in Kerala. In striking con¬ 
trast, the corresponding burden of interest 
payment for other regions was less than S 
per cent of their value of output. 

The high interest-burden is partly due to 
the typical pattern of flnancing followed by 
the state sector, which dominates the elec¬ 
tronics industry in Kerala. These state enter¬ 
prises operated with a high capital gearing 
ratio and expanded with high capital inten¬ 
sity on the basis of heavy borrowings from 
the government and other financial inter¬ 
mediaries rather than by the generation of 
interrtal resources. On the whole, the state 
sector sustained losses continuously during 
the eightim. This gives tmtimony of the poor 
management of the state sector enterprises. 
An industry growing within the coniines of 
the inefficient state sector naturally 
presented a dismal overall growth perfor¬ 
mance in Kerala. It also did not reflect a 
climate which is poised to attract new enlic- 
preneurs for the growth of the industry 
through product diversification into fast 
growing sub-sectors of the national elec¬ 
tronics industry. This takes us to a case study 
of Keltron and its role in developing elec¬ 
tronics industry in Kerala. 

keltron—A Case STtiov 

As observed earlier, Kerala was the first 
state in the country to establish a focal point 
to spread the growth of electronics at the 
regional levd. At the instance of the Elec¬ 
tronics Commission and on the lines of the 
recommendation of a High Level Commit¬ 
tee,* the government of Kerala established 
in 1972 the Kaala State Electronics Develop¬ 
ment Corporation as a fully owned state 
enterprise with the objectives inter-alia (i) to 
set up all over Kerala electronics industrial 
units (ii) to create a technical cadre which 
would provide the backbone-for the develop¬ 
ment of electronics industry in the state and 
(iil) to provide technical, commercial and 
marketing assistance to entrepreneurs. The 


corporatiem started functloniiig from June 
1973 and started commercial production 
from April 1974. Within 41 short period 
Kritron has grown into an industrial con¬ 
glomerate with eight subsidiaries and six 
associated companies under its control. It 
has also its own production divisions, a cen¬ 
tral tool room, and a centralised marketing 
organisation. An autonomous Electronics 
Research and Deveiopment Centre (EROC) 
under the state government’s science and 
technology programme is engaged in 
developing high technology products and 
giving R and D support to Keltron's opera¬ 
tions. Not only has Keltron secured several 
‘firsts’ in innovative ideas both in produc¬ 
tion and organisation but also has been a 
pace-setter in Indian electronics industry. As 
a catalyst in the decentralised deveiopment 
of electronics industry, it has set up its own 
units and promoted more than 200 an- 
dllaries wide and far in the state Keltron has 
become even a model for other states to 
follow.'*’ This case study, however, is focus¬ 
ed on highlighting certain constraints and 


shortcomings in Keltron’s operations which 
in turn may have contributed to the slow¬ 
down in the growth-process of electronics 
industry in Kerala during the eighties. 
Produci structure: Although Keltron 
started its operation with the manufacture 
of television receivers in 1973, it along with 
subsidiaries and associates as a whole has 
developed within a short period in the seven¬ 
ties an integrated product structure con¬ 
sisting of (1) consumer electronics (2) pro¬ 
fessional and industrial electronics and 
(3) components sub-scctors. This is evident 
from the capacity established by Keltron 
group in different products (see Table 9). The 
strategy appeared consistent with the objec¬ 
tives of the national strategy in the seven¬ 
ties and helped Kerala in expanding its share 
in the national electronics production. It 
should, however, be remarked that Keltron 
group continued to grow with the same in¬ 
tegrated product structure during the eighties 
though the national strategy shifted its em¬ 
phasis towards consumer electronics. For ex¬ 
ample. the share of consumer electronics in 


'1 ABi E 8; iNrERSTAit Variations in Lahour PRounniMrs 


(Value added per worker) 



1978-79 

1979-80 

1980-81 

1981-82 

1982-83 

1983-84 

Karnataka 

25,912 

33,271 

26,160 

_ 

48,571 

56,363 

Maharashtra 

25,154 

20,820 

24,643 

30.114 

32,370 

53,453 

Uttar Pradesh 

24,400 

22,041 

39,301 

48,304 

46,321 

69,850 

Delhi 

17,660 

23,761 

24.764 

25,923 

31,204 

34,799 

Kerala 

33,313 

28,673 

74,320 

71,930 

66,261 

39,259 

All India 

24,073 

26,268 

28,256 

32,811 

42,879 

43,246 


Source: Calcutalions based on Annual Survey ut Industries. 


Tabu 9: ’Iiii Suhsiuiary anu Asmk iati CoMrANii s oi Kiiikon 


Name of the Company 

Year of 

Location 

Major Product.'' 

Installed 


Commercial 


Products 

Capacity 


Production 



(1985-86) 

buhsidiaries 

Keltron Crystals Ltd 

1977-78 

Cannanorc 

Picco electric crystals 

0.84 lakh 

Keltron Magnetics Ltd 

1977-78 

Cannanore 

C rv delay lines and 
.servo-coni rolled voltage 

27.5 ” 




stabilisers 

0.05 ” 

Keltron Electric Ceramics 




Ud 

1978-79 

Malaputam 

Ceramic capaciiois 

-250 ” 

Keltron Component 

1978-79 

Cannanore 

Aluminium electrolytic 


Complex Ltd 



capacitors 

-600 ” 

Keltron Resistors Ltd 

1980-81 

Cannanore 

Carbon films resistors 
and metal film resistors 

- 220 •' 

Keltron Power Devices 





Ltd 

1982-83 

Trichiir 

Power transistois 

- 10 " 

Keltron Rectifiers Ltd 

1982-83 

Trichur 

Rectifiers and diodes 

3 

Keltron Counters Ltd 

— 

Trivandrum 

Electro magnetic counters 

10 ” 

Anaociale Compaaiea 
Keltron Projectors 

1976-77 

Trivandrum 

16 mm projectors 

500 Nos 




Overhead projectors 

3(X) Nos 




35 mm stock projectors 

35 Nos 

Keltron Ferrites Ltd 

1977-78 

Quilon 

Hard ferrites 

100 MT 

Keltron Entertainment 

1976-77 

IVivandrum 

C'onsumer electronics 


System Ltd 



(audio) 

— 

Sidkel Iblevisions 

1984-85 

Calicut 

Television receivers 

18000 Nos 

Koshy’s Elecronic Ltd 

1983-84 

Allcppey 

Metalised polypropel iiim 7.5 MT 

Masoneilan (India) Ltd 


Trichur 

Control valves 

3.000 Nos 


Sourer, Keltron, Annual Reports. 
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Keltron’s total output declined from nearly 
60 per cent in 1980-81 to 38 per cent in 
1985-86. In contrast, state electronics 
development corporation in some other 
states selected a growth strategy of concen¬ 
trating on the fast growing sub sectors like 
consumer electronics. To illustrate, while the 
turnover of Uptron is very close to Keltron 
by now, 80 pei tent of it is accounted by 
television whereas, Kcitron's turnover from 
television is only marginally higher than 20 
per cent of its total furnover. Indeed, Keltron 
has now a matured and balanced produc¬ 
tion base with the proven capacity to design 
and manufacture high leehnology products 
unlike many other state electronics develop¬ 
ment corpoiations. Nevertheless, the fact re¬ 
mains that the product structure of Keltron 
group could not avail of the fast expanding 
national market in consumer electronics dur¬ 
ing the eighties which in turn adversely af¬ 
fected its growth profits. 

Growth-trends'. The growth rale in sales 
achieved by Keltron group in the eighties 
(1981-82 to 1985-86) is nearly half of its 
growth achievement in the latter half of the 
seventies. More significantly, the decline in 
the growth-taie during the eighties is pro¬ 
nounced in the case of subsidiary group, 
which incidentally is concentrated on the 
production of electronics components (see 
Table 10). As for Keltron's own production, 
the growth rate achieved in its consumer 
electronics (mainly television) during the 


Period 


1976-77 to 1981-82 
1981-82 to 1985-86 
1976-77 to 1985-86 


eighties is relatively higher than the cor¬ 
responding growth rate in profesuonal 
equipment: the annual growth rate (com¬ 
pound) of consumer electronics is 69 per 
cent as against 33 per cent of the profes¬ 
sional equipment during 1981-82 to 1984-85. 
It stands to reason that the variance of the 
pnxiuct-structure of Keltron group with the 
national electronics industry is an expla¬ 
natory factor of the slow-down in the growth 
of Keltron group and thus of Kerala's elec¬ 
tronics industry during the eighties. 

Financial Performance. The poor perfor¬ 
mance in growth rate has had its imprint on 
the financial performance of Keltron group. 
The balance-sheet of Keltron and its sub¬ 
sidiaries clearly reflect the unsatisfactory 
financial performance. While Keltron has 
been showing profits (except in 1982-83 and 
1985-86), the subsidiary companies have 
generally incurred losses continuously (see 
Table II). In some cases, the accumulated 
loss far exceed the paid-up capital. Naturally, 
the state has not been receiving any return 
on its investment in Keltron group. More 
significantly, the enterpritses have not been 
generating adequate internal rc.sources for 
their own diversification and growth. They 
continuously depend on the state for finan¬ 
cing their operations and expansions. 

An interesting feature of Keltron group's 
financial operation is concerned with the 
capital gearing (see Tabic 12). These enter¬ 
prises excessively depend upon borrowed 


eiiton 

Keltron’s 

Subsidiaries 

Keliion (iioiip 

59.1 

.<i7.8 


.14.5 

18.6 

.10 9 

47.7 

38.9 

45.7 


funds with the result that fixed interest 
charges constitute a high proportion of its 
total cost; the share of interest charges on 
an average accounted for about 30 per cent 
of the value of output during the eighties. 
Interestingly, the cost of labour (wages and 
salaries) is lower (26 per cent) than the in¬ 
terest cost burden. There is no dispute that 
the profitability is not the sole or the most 
important test of the efficiency of a state 
enterprise. Nevertheless, the financial viabili¬ 
ty should be a matter of concern. There is 
no escape from the conclusion that the poor 
financial performance of Keltron group 
reflect the poor managerial efficiency. 

Excess Capacity. The general inefficiency 
of Keltron's operation is reflected in more 
than one indicator. The scale of production 
in a number of products is low to reap eco¬ 
nomies of scale and technological advance 
as compared to international standards. This 
may'be generally true with Indian electronics 
units. Mote significantly, the capacity utilisa¬ 
tion is generally less than 50 per cent of the 
installed capacity to Keltron and its sub¬ 
sidiaries (See Table 13). Further the con¬ 
tinuous decline in the capacity utilisation as 
observed in the case of television receivers 
IS a di.sturbing trend. Apparently, the low 
capacity utilisation raised the average cost 
of production and made the units 
non-conipeiitive. 

Decentralisation: The high cost structure 
and consequent lack of competitiveness of 
Keltron might have also been influenced by 
its strategy of decentralised production. 
While Keltron's aim to become a leader in 
the decentralised industrialisation i.s 
laudable, tlicie are inherent limitations in 
spreading the investment thinly across the 
space. Factories of Keltron, its group and its 
ancillary units arc spread all over the slate 


I'AHii- 10: Annum (C'()MIh>iini>) Okou hi Rai i s in Sai t s ms Kiiikon 


Tahii- II: Finsnuim Pimkikmami oi Kiiikon \mi I is Suiisioiakiis 



1977-78 

1978-79 

1979-80 

1980-81 

198182 

1982-8.1 

1983-84 

1984-85 

1985 86 

Keltron I 

512 

1.10 

459 

1823 

2.100 

12.180 

5006 

1131,1 

-30404 


0.499 

0..14 

0.26 

0.78 

0.71 

3.09 

0.90 

0.16 

3.7.3 

Subsidiaries 










Keltron component 










complex 1 

— 

— 

5441 

.1646 

993 

448 

1071 

5278 

13118 


— 

6..16 

- 3.79 

0.99 

0.4 

1.11 

6.16 

13.1 

Keltron counters 1 

•2006 

-1976 

1883 

- 2001 

4638 

-5779 

4616 

2590 

3788 


7.86 

6.28 

- 5.22 

5.07 

- 10.7 

12.77 

— 

- 


Keltron pows'r devices 


— 

— 

5508 

6016 

■■ 7883 

-8205 

4555 

9661 


— 

- 

(22.17) 

(18.7) 

( 21.7) 




Keltron rectifiers 1 





803 

6.177 

6851 

-8740 

-5766 




-- 


3.12 

— 


- 

— 

Keltron resistors 1 


_ 

— 

7(xr 

■939 

1508 

1175 

2603 

2218 

1 


_ 

— 

10.35 

10.05 

13.71 

8.95 

17.01 

11.6 

Keltron magnetics 1 


— 

153 

875 

.191 

+ 422 

- 386 

161 

321 

2 

_ 

— 

- 2..19 

17.31 

7.9 

7.71 

6.91 

2.37 

3.89 

Keltron crystals I 


146 

619 

620 

39 

519 

17 

790 

2860 

- 

1.4 

-6.7 

5.61 

0.29 

3.67 

— 

— 

(12.3) 

Keltron electric 










ceramics I 


_ 

— 

-- 735 

2041 

- 3655 

- 4050 

-3281 

• 3298 


_ 

_ 

_ 

6.53 

- 15.16 

-21.92 

18.06 

11.39 

10.14 


Notes'. 1 PAT: Profit After Tax (Ks thousand). 

2 NRR: Net Rate of Return i e, PAT as percentage of Total Capital, 
indicates not available. 

Source. Annual Reports Keltron and its subsidiaries. 
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jnfhi/HiH the induitriaUy backward r^ons 
(Ihbk^. While the geographical dispenal 
lemains an important objective of Indus- 
irialisation in the state, the policy to 
distribute state investments in electronics 
should have been tempered by the need of 
agglomeration economies. The development 
of a concentrated infrastructure is important 
for such high technology product groups as 
industrial electronics and active components. 
A concentrated dispersal could have helped 
innovations leading to quality improvements 
and cost reduction. Studies" had shown 
that the location of inter-related production 
units of iteltron group and ancjllaries far 
and wide has led to increased transportation 
costs and reduced supervision resulting in 
poor quality and high cost of production. 
All these were compounded by the fluctua¬ 
tions in the market for Keltron products that 
arc weighed in favour professional elec¬ 
tronics and components rather than the fast 
growing sub sectors due to the instability in 
national policies. 

To cut the story short, Keltron has carved 
out for Kerala an important place in the elec¬ 
tronics map of India. The Keltron experi¬ 
ment, perhaps, demonstrates that given an 
adequate support b)' the state and top level 
leadership, the state sector is capable of in¬ 
itiative and innovations. The story of Keltron 
also sets aside the fear that a politically con¬ 
scious labour force m Kerala is a stumbling 


block .for industrial developmoit. At the 
same time there were constraints, some 
originated out of industrialisation strategy 
of the state as well as Kritronb own cor¬ 
porate strategies and others from national 
policies, to the growth and profitability of 
Keltron, which being the core also the 
growth of electronics industry in the state 
a^ a whole, during a period when the ra¬ 
tional industry moved on to a higher growth 
path. 

Conclusion: The Perspectivf 

The main thrust of our discussion has 
been to explain the slow-down in output- 
growth and the decline in the relative share, 
of Kerala's electronics industry during the 
eighties, when the national strategy shifted 
its emphasis towards liberalisation and 
greater play of market forces, in the pFoccs.s, 
we have identified a number of constraints 
to the growth primarily coi^nected with the 
existing industrial .structure (product com¬ 
position and organisational structure) and 
competitiveness of the industry. It does not, 
however, follow that electronics industry has 
no prospects in Kerala. Its development is 
critical to rapid industrialisation in the state. 
And theie is scope for immense growth of 
electronics in Kctala. What is required is 
viable strategics in relation to product- 
composition and organisational structure 


consistent with the national market and 
within a long-term perspective for Kerala’s 
industrialisation. 

The development experience of Kerala 
suggests that a modern industrial base is 
needed to stimulate and sustain the growth 
process in Kerala.It is not that the state 
does not have a manufacturing base but its 
structure is dominated by traditional agro- 
based industries, which only provide a skew¬ 
ed and slow industrial development. The 
lack of dynamism in industrial growth in 
Kerala is not so much due to the high wage- 
cost as the lop sided industrial structure. If 
this view is accepted, it seems essential to 
think of a long-term perspective for in¬ 
dustrialisation of Kerala b)’ giving priority 
for the development of intern industries, 
which could generate imcr-scctoral linkages. 

The development of a modern industrial 
ba.se in Kerala with the conventional 
engineering industries may be constrained 
by the lack of metallic mineral resources. 
However, the state has an integrated elec¬ 
tronics scx'ior which can be transformed as 
a crucial source of skill-ba.sed innovations 
for industrial diversification and develop¬ 
ment ut the region. As emphasised by the 
High Ixrsei Committee" electronics sector 
needs to be identified a! the 'key salor', and 
all steps taken to accelerate its growth. 

That the electronics industry had shown 
significant growth during the seventies is in¬ 
dicative of the existence of the necessary 
climate, which is poised to attract investment 
and entrepreneurship provided, there is the 
necessary support of the government. A 
state, which is endmved with a vast pool of 
skilled human resource, has a relative advan¬ 
tage in developing the electronics sector and 
making it a caialyi,! in the development of 
an industrial structure based on modern 
engineering goods using electronics and high 
technology inputs. 

Recognising the imporiancc and prospects 
of electronics, the state goserninem has 
hitherto been allocating a substantial pro¬ 
portion of its scarce industrial investment 
in setting up electronics units under the um- 


Tabif 12; OtARiNO Ratio* or Keitkon anp Its Si'BsiniARiEs 

/Per cent! 



1978-79 79-80 

80-81 

81-82 

82-83 

83-84 

84-85 

85-86 

86-87 

Keltron 

Subsidiaries 

61.4 

61.1 

59.1 

,58.4 

60.5 

60.2 

67.5 

70.5 


Keltron crystals 

70.0 

67.0 

72.8 

69.2 

72.4 



46.1) 

50.9 

Keltron resistors 



71.8 

68.7 

73.6 

61.9 

61.2 

61.5 

63.2 

Keltron magnetics 
Keltron component 


68,5 

47 .T 

54.9 

63.2 

63.9 

65.2 

61 9 

58.8 

complex 

Keltron electro 


79,4 

81.7 

8! 5 

82.4 

82.0 

79.8 

79.4 

75.9 

ceramics I Id 




73.4 

78.5 

86.0 

80.4 

73.6 

73.9 

Keltron countets 


84.0 

73.0 

70.3 

72.9 

74.1 





Notes: * Ratio of borrowed funds to total Assets. 
Source: Annual Reports of Keltron and its subsidiaries. 



Tabu 

• 13; C'apacitv Utilisation oi Keltron and Its Si 

■BSIDJARIES 



{Percentage) 


1976-77 

1977.78 

1978-79 

1979-80 

1980 81 

1981-82 

1982-83 

1983-84 

1984-85 

Keltron Products 










Teles'ision 

81.2 

101 7 

82.3 

113.6 

104.7 

84.6 

78.3 

21.0 

50.6 

Static Inverter System 

11.4 

.14.1 

21.9 

43.3 

8.1 

51.0 

0.3 

0.76 

0.72 

TV Camera 





39.0 

20.0 

23.0 

87.0 

19.0 

Electronic card attendance 










system 






31.0 

31.0 

34.0 

77.0 

^ectronic transmitters 







13.8 

10.45 

14.5 

Subsidiaries 










Keltron component 




73.2 

83 7 

83.5 

91.7 

86.4 

86.70 

Keltron magnetics 




18.0 

14.7 

14.0 

5.5 

0.68 

0.7 

Keltron resistors 




8.6 

32.2 

28.4 

32.4 

20.0 

59.96 

Keltron crystals 


40.0 

37.2 

4? .6 

46.3 

61.4 

47.9 



Keltron counters 


9.12 

13.4 

|■'.8 

12.S 

8.0 

12.1 



Keltron electro ceramics 




2.75 

13.3 

32.1 

24.1 

28.5 

76.4 


Notes: * Production as a percentage of installed capacity. 
Source: Annual Reports Keltron and its subsidiaries. 
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brella of Keltron in different sub-regions of 
the statu. While this strategy did result' in 
creating the base for an integrated structure 
of electronics sector the industry tended to 
remain within the confines of a single state 
enterpri.se, Keltron. The product- 
composition strategy could not lake advan¬ 
tage of the expanding national market in 
specific sub-scctoTs like coasumer electronics 
and computers during the eighties. The 
strategy of geographical dispersal ignoring 
agglomeration economies led to operational 
inefficiencies. Overall, the operation was not 
efficient enough to gis’e any return to invest¬ 
ment ol the state. The resource crunch con¬ 
strained industrial diversification consistent 
with the changc.s in the national policy 
icgimc. The situation was worsened by the 
fact that the central government ignored 
Kerala in relation to central sector invest¬ 
ment. And iheic was not much private sec- 
101 investment cither. Obviously, a change 
in the strategy oi the state and approaches 
of other pariicipiints is called foi. 

It may be difficull to detail out here the 
stiaicgy option.s. The analysis made in the 
paper, however, indicates some broad direc¬ 
tions. I'br instance, Kcitron’s strategy could 
change towards specialisation in high 
technology aicas such us indu.strial elec¬ 
tronics, communications, systems designing 
and cngincciing, and software development 
in its ow n production sphere. Although con¬ 
sumer electronics has been a fast growing 
sub sfcioi 111 the iceem past in the country, 
there ur; limitatiims of income growth which 
will slow-down the gtowth rate in the com¬ 
ing ycuis. This is not to suggest that the state 
electronics industry should not take 
cognisance of the natum ol nanoiial maikci. 

I he state secioi can deal better with the 
inoie basic and icchnology intensive pro 
ducts provided a private sector is also there, 
u Inch IS nunc adept in dealing with the Hue 
luutmg market in consumer electronics. In 
any case, the strategy of the .state hitherto 
has been one of developing electronics in¬ 
dustry by setting up its own units under the 
control of Kcliron. IVihaps, a change may 
be desirable to the cMeiii that Keltron 
assumes moie effectively the role of a lUHlal 
agency, which will mobilise private capital 
and entrepreneurship through appnspriatc 
organisational innovations. 

To conclude, Kerala’s electronics industry 
has to he flexible in read justing its product- 
composition, organisational .structure, etc. 
consistent with the national policy-regime. 
In an environment biased in favour of 
liberalisation and greater play of market 
forces, the regional industry would require 
suitable changes in its strategy including its 
dependence on the stale sector. The idea is 
nut to minimise the role of the state. Rather, 
it is to emphasise the role of the state in 
restructuring the region's electmiiics industry 
as a cata)y.st in technological change and in¬ 
dustrialisation based on the plentiful human 
resource in Kerala. 
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Notes 

1 See for instance, Kurt Hoffman, ‘Microetec- 
ironies. International Competition and 
Development Strategies: The Unavoidable 
Issues—-Editor’s Introduction’. World 
Development Volume 13, Number 3 
(Special Issuef March 1985. 

2 Department of Electronics, Soudhi Com- 
miiiee Report on Electronics Industry, New 
Delhi, 1981. 

3 Growth rates in electronics output in this 
paper are calculated at current prices and 
have not been corrected for inflation. 
Wholesale price index is inappropriate. Also 
it is difficult to develop a common deflator 
as there has been a significant fall in the 
price of a large number of electronics pro¬ 
ducts although the price of certain other in¬ 
dividual items have gone up in India during 
the period under review. 

4 See for example K J Joseph, ‘Cirowth Per¬ 
formance of Indian Electronics Industry: 
A Comparative Analysis with South Korea', 
Paper presented at the National .Seminar on 
Indian Industrialisation, Centre for 
Development Studies, June 1987. Also see, 
Asoka Mody ‘Comparative Study ol Elec¬ 
tronics in India and South Korea', 1984, 
paper prepared for the lelccummunication 
division of World Bank. 

5 It IS instiiiciive that the growth rate ot con¬ 
sumer electronics declined in 1986 as com 


pared to 1985 and the growth rate of ovetall 
output showed a decline. 

6 Tbday imports meet more than 30 per cent 
of the demand for final products and about 
half the lequirements of materials and com¬ 
ponents of the domestic production* 

7 The eighties thus saw a significant fall in 
the use of indigenous components: the 
percentage share of components production 
declined from 23 per cent iir 1971 to 14 per 
cent in 1986. 

8 Government of Kerala, Report of the High 
Level Committee on Industry, Thide and 
Power, Planning Board, Trivandrum, 1984. 

9 Government of Kerala, Development oj 
Electronics in Kerala, Report of the High 
Level Committee, Trivandrum (1972). 

10 Other slates established electronics develop¬ 
ment corporations on the model of Keltron; 
typical examples are Upiron in Uttar 
Pradesh and Meltron in Maharashtra. 

11 A J C Bose, Subcontracting in Television 
Industry: A Case Study of Keltron’s TV 
Factory and ns Small-scale Subcontractors, 
MPhil Dissertation, Ccigre foi Develop¬ 
ment Studies, Trivandrum, 1987. 

12 K K Subrahmanian and P Mohanan Pillai. 
‘Kerala’s Industrial Backwardness. An Ex¬ 
ploration of Alternative Hypothesis’. 
Economic and Political Weekly, June 5, 
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1.7 Government of Kerala, Report of the High 
level Committee on Industry, Trade and 
l\)wer, Vol 11. Planning Board, 1ri\<iiidiuiti 
1984. 
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S.V. ^Muunufavmdivdn: 


Chainnan't Statement 

The ftnowms a the statement yven ty/JShn. S V 
Shanmu$B<iiadiveiu, Chairman at the 45th Annual 
General Meeting 

iddies and Gentlemen, 

It gives me immense pleasure to welcome you to the 
tortyfifth Annual General Aiteeting of the Bank of 
AteduiB Limited, the second in my tenure as Chairman 
The Annual Report incorporating the Diiectors’ Report, 
BalaiKe Sheet as on Decemtaer 31,1987 and the Profit 
and Loss Account for the year 1987 is already in your 
hands. With your permission I take them as read 
Human Resource is the most valuable resource to an 
organisation. What is required is a sense of direction 
and motivation Given these factors, the organisation 
can reach commanding heights in its field of activity 
Motivation arises through fair praaices, a sense of pro 
fessionalism in actions, letting the people m the 
organisation know what is expected of them and 
what they can expect from the organisation and pro¬ 
viding them the necessary support By a scientific 
system of Bucketing and Performance Review we have 
provided the sense of direction The sense of profes¬ 
sionalism brought in has created a sense of confi¬ 
dence and motivation. With these as the sine quo non, 
your Bank has made great strides in all aspects of its 
funaionmg during the year under review 

Overall performance 

Vbur Bank showed record performance in 1987 parti 
cularly in the fields of resource mobilisation, advances 
to Priority Sectors, funds management and profit. The 
aggregate deposits improved by Rs 33 crores, an all 
lime growth for the Bank, recording a better growth 
rate than that of the Banking Industry in percentage 
terms. The Bank's arSvances to the Priority Sector bor¬ 
rowers increased t^ Rs 19 crones as against a reduc¬ 
tion of Rs 1 crore in 1986, and these advances con¬ 
stituted 3SJS% as ^inst 31.96% in 1986. The return 
on investment in G^mment Securities recorded an 
impressive increase of 99% over the previous year. 
The net profit for the year increased by 46% and it 
crossed the Rs. 1 crore mark, for improving the reser¬ 
ves position, the Board has appropriated Rs 50 lakhs 
to Statutory Reserve representing 39% of the declared 
profit before making provision for Bonus to staff, as 
against that of 9S% stipulated by tne Reserve Bank of 
India. At present the balance in the Statutory Reserve 
and the ^neral Reserve is Rs 9.5S crores and Rs. 1.97 
crores respectively All these have been possible 
withqut increasing the strength of the work force 
Actual y the number was 9811 at the end of 1987 as 
compared to 981S in 1986 

DIvIdcncI 

With the consent of the Reserve Bank of India, the 
Board of Directors have recommended Dividend at 
the rate of 19% on the basis of the amount paid up 
by the shareholders as on December 31,1987 

Lons Ranse Plan 

Vbur Bank has drawn up a long range plan-a Blue 
print of actlon-for the first time in Its history. FortyfiNC 
years of striving has given w>ur Bank the premier posi¬ 


tion amongst Private Sector Banks in Tamil Nadu and it 
has presence in eight other states in India tesonalised 
customer service and involvement in Social banking 
activities have projected the Bank as a Personal Bank 
In order to make the best use of these as also the other 
inherent strengths of the organisation and to equip 
ourselves on a planned basis to respond effectively 
to the emerging opportunities and threats, a long 
Range Plan was mtrcxfuccd in 1987 for the period upto 
1990 th coterminous with the Government's VII Five 
Year Plar. This will form the basis for our activities in 
the years to come The Bank has adopted as its Mission 
"A Vibrant Bank committed to excellence in perfor¬ 
mance through customer satisfaction" 

Ttaks ahead 

The policy of the Bank for the year 1988 will be broad- 
basing and maximising the utilisaticm of manpower 
and material resources in order to increase profitability 
through increased productivity, efficient customer ser¬ 
vice and enforcing cost effecbve measures, at the 
same time conforming to national priorities 
Our efforts are so direned that we will emerge as a 
vibrant bank responsive to changing times and socie¬ 
ty's needs In the process, we shall remain commit¬ 
ted to professionalism and excellence in performance 
Meeting the competitxjn from other banks and mstitu 
tions with better customer service and marketing ol 
our services shall be the strategies. Personalised ser 
vice shall be our watchword The current year could 
P'OvE to be a very difficult year for resource mobilisa 
tion by banks like ours due to the various avenues that 
have been thrown up to individual investors and 
others However, we have placed before ourselves a 
challenging growth budget foi the current year 
We aim at a Credit Deposit ratio of 69% in 1988 as 
against 67 5% in 1986 and 63.1% in 1987. It will be 
our endeavour to reach the stipulated 40% level of 
lending to Priority Sectors during the current year 
We are confident that with the introduction of Long 
Range Plan, coupled with effective implementation of 
Annual Policy Guidelines, Performance Review and 
similar measures we will mo* forward and mes* for 
ward faster. We will work towards registering an 
increase in profits by 30% 

We received licences from the Reserve bank of India 
for ojoening 5 Rural branches in Tamil Nadu, 1 Metro¬ 
politan and 1 Urban branch in Andhra Pradesh. Out 
of this, 3 Rural branches hove already been opened 
The remaining 4 branches are expected to be opened 
before June 1988. 

As I mentioned at the last Annual General Meeting, 
in order to bring about a complete reorientation in 
the attitudes of the farmers towards the financing bank 
and inculcate a sense of responsibility in them, a 
Farmers' Club was sponsored by the Bank dunng the 
year at Kandavarayanpatti, a rural centre This has been 
acknowledged as an unique expenment and prqiect. 
The project is proving to be very successful We pro¬ 
pose to extend the experiment to one or two new 
centres during this year 

Vour Bank was the pioneer in setting up the Financial 
Services Division for providing certain new financial 
services complementary to its aaivities. Tb meet the 
competition from banks and other tinancial agencies. 


we propose to diversify our aaivities in the Division^, 

Vbur Bank has a strong Management Information 
System and has made some definitive progress in cen¬ 
tral and branch level mechanisation. Though com¬ 
puterisation involves short-term costs, it is an essential 
tcxii of modern management, offering cost-effoctive- 
ness and significant long-term gams in productivity. 
Hence, in addihesn to the existing 7 branches we will 
be mechanising not less than 6 more branches in 1988. 
You are aware of the complex dimensions of change 
in the external environment affecting the banking in¬ 
dustry in general and our Bank in particular. Thw 
demand innovations and changes In systems pto- 
cedures and our strategies and a vibrant mamgament. 
I^eping these in view, a number of onanisatldnal 
changes are being made The Suggestion Scheme ■in 
the Bank was not working statisfactoriiy For motivating 
the staff to come up with suggestions and new ideas 
and also to carry out certain Reviews/Sfjecial Studies 
a separate Dejoaitment foi Suggestion & Special 
Studies has been created Fix effective dealing with 
references relating to operational matters a separate 
Department has now been set up The or^nlsational 
structure IS under constant review and changes are 
brought about as required. 

The Innovative/Social banking activities undertaken by 
the Bank to identify outselvEs with the community that 
we serve and meet'their aspirations have g^ned 
momentum Orphan children were adopted for assis¬ 
tance Books were donated to the needy studems 
Assistance was provided to the aged and the sick. 
In ajipreciation of the voluntary blood donation 
efforts undertaken by the Bank, the Bank has been 
awarded the TT. Krishnamachan tolling shield besides 
a certificate of merit 

Bank is people. As I stated in the last Annual Generri 
Meeting, there is a high sense of belonging and com¬ 
mitment in the oiganisalion and various measures hM 
been/bre being taken to foster these positrve factors. 
The Quality Circle concept has since been introduced 
in the Bank \ll^ shall introduce thrs concept in some 
more branches during the year. For the fust time the 
Board has allotted funds especially earmarked for staff 
welfare activities. 

1987 has been a period of excellent progress in spite 
of the constraints that banks in the Private Sector fsce 
in the matter of mobilisaton of resources, the avalF 
ability of resources and their utilisation. \Me have pro¬ 
gressed by sheer innovation marketing and good 
customer service 1988 shall be a period of consobda- 
hon/revamping of the existing activities and faster 
growth as the fierce comjaetition for resources t«s to 
be met in a firm manner without any diversion of our 
attention. I expect to report to the shareholdea 
further improved working results in 1988. 

I take this opportunity to place on record my sinceie 
appreciation of the co-ojseration, the hard work and 
committed service rendered by every member of the 
staff m our organisation which has enabled us to groM 
I am fully confident of their committed service in the 
years to come I also take this opportunity to thanlf 
all the members of the Board for the valuable 
guidance and support that they have extended to me, 
as Chairman of the Bank, to carry out my duties in an 
r,fficient and profossional manner 


NOTE: This does not purport to Pe a record of the proceedihgs of the Annual General Meeting. 


DISCUSSION 

Democracy and Political Development 

in India 

Tapan Kumar Chattopadhyay 


BASING themselves on the conviction that 
India's all-round social development is 
(tirectly proportional to the strength and 
maturity of her representative institutions, 
and observing, at the same time, innumer¬ 
able dissentions within the polity, intellec¬ 
tuals and academicians frequently express 
their dissastisfaction against the shape of 
things in India's political framework and 
come out with their remedial suggestions. 
Rakhahari Chatterjee's article, ‘Democracy 
and the Opposition in India' {EPW, April 
23) is one of the latest additions to the list. 
Startup with a brief but scholarly review of 
the literature on the subject, he diagnose.s, 
in his own way, the maladies of Indian 
democracy and prescribes curative measures. 

The object of this paper is to examine the 
ideological implications of Rakhahari Chat- 
terjee’s analysis of Indian democracy and to 
offer an alternative interpretation based on 
a totally different conceptual frame of 
reference. 

I 

1b Rakhahari Chatterjee the strength or 
weakeness of a democracy depends on the 
nature of interaction between the ruling 
party and the opposition. So far as this inter¬ 
action is based on consensual politics, 
democracy is stable and viable. In India, 
unfortunately, there had been a “transfor¬ 
mation of the consensual politics into a con¬ 
frontational one" especidly “in the hands 
of Indira Gandhi".' This attitude of the 
Congress towards the opposition was based 
on a “fear psychosis”^ created by the con¬ 
stant increase in opposition electoral votes 
since 1952 in Lok Sabha constituencies and 
the slow but steady increase in the number 
of stales with non-Congress governments. At 
the national level the strength of the opposi¬ 
tion cannot be realised by an institutional 
approach. A two-thirds majority of the Con¬ 
gress in parliament does not prove that the 
opposition “is weak, ineffective, hopelessly 
divided, and comple^y incapable of playing 
the destined role of ‘His Majesty's shadow 
government".^ “if we leave out 1977 and 
1984 elections [as exceptional], in all the 
other six elections since 1952 the Congress 
received on an average 44 per cent of the 
popular votes but captured 68 per cent of 
the Lok Sabha seats. That is to .say, on an 
average, 56 per cent of the actual voters did 
not vote for the Congress in all these six elec¬ 
tions even though the Congress government 
at the centre could do almost anything it 
wanted with a two-thirds parliamentary 
majority."* Thus “looked at politico- 
environmental ly, it means more and more 
people feel that opposition parties focus on 
issues which are significant and that they are 
worth supporting. This indicates a solid 


block of popular support base for the 
opposition parties which can be mobilised 
between elections”.’ 

This strength of die opposition, however, 
“fails to have institutional representation, 
specially at the national level, as it is negativ¬ 
ed by the multiplicity of parties as much as 
by the electoral system which is raajoritarian. 
It is the single-district plurality system en¬ 
suring the victory of the ‘first past the post' 
that keeps the majority of the voters un¬ 
represented in a nationtd government which 
is supposed to be 'representative'. It is this 
system which permits the predominant 
party, that is, the Congress, to enjoy an over¬ 
whelming parliamentary majority with elec¬ 
toral support of a minority of voters".* 

“Since the majority of the electorate are 
clearly and consistently not with the govern¬ 
ment at the centre, the ruling party at the 
centre tends to consider the opposition as 
a great threat to it—a threat which, for it, 
outweighs whatever functionally the opposi¬ 
tion may have for the democratic political 
system. In fact... it creates a fear psychosis 
in the elites of the ruling party. Cons^uent- 
ly, the ruling party develops a vested interest 
in opposition disunity and tries to weaken 
the opposition at every opportunity, even to 
the extent of labelling the opposition, or 
varying sections of it, as anti-national!'^ 

“Such a confrontational strategy”, argues 
Chatterjee, “carries with it the danger of 
pushing even the nationalist and system- 
oriented opposition, which opposition for 
the most pan in India is, beyond the 
threshold of democratic survivability and of 
encouraging them to become anti-syiem!'* 
Citing the Punjab example, Chatterjee con¬ 
tends that “this strategy may divide and 
disrupt the opposition so miserably that at 
a critical point there is no one responsible 
and representative enough with whom the 
government can fruitfully bargain”.'' 

II 

The diagnosis over, Rakhahari Chatterjee 
offers some remedial suggestions. He strong¬ 
ly feels that some reforms in the electoral 
system must be made so as to “build certain 
consociational principles into it”."* Second¬ 
ly, the draft pr^uced by the Srinagar coi>- 
clave of the opposition parties and the 
Sarkaria Commission report “could form 
the basis of a national debate on how best 
to institutionally represent the opposition's 
politico-environmental strength at the 
national level"." Thirdly, “permitting free 
play of the political and electoral processes 
in the states which will strengthen federalism 
is absolutely essential".'^ Fourthly, the 
National Development Council should be 
..vitalised and a “political affairs committee 
be constituted with all the chief 


'ministers in it”.'’ Ibgether, these two insti¬ 
tutions may give economic and political 
direction to the central government. 

This, then, is Rakhahari Chatterjee's 
political analysis of the problems of Indian 
democracy. We find in this analysis an 
emphasis on consensual politics, stability (as 
against ‘anti-system’ activities) and an 
adequate institutionalisation of the opposi¬ 
tion as the basic indices of political develop¬ 
ment in India. This indeed is one way of 
looking at things. And this way of looking 
at things is in perfect harmony with the 
American view of political development in 
the third world countries. 

Comparative study of political develop¬ 
ment became the chief orientation of 
political theory in the US after the late 
fifties. This orientation “grew out of the 
need for theoretical interpretation of the pro¬ 
cesses of rapdid change in political institu¬ 
tions and value orientations in developing 
countries and out of the practical interest.s 
of American politics... when faced with the 
ri.se in anti-western feeling in Asia, Africa 
and I.atin America and the obvious intensi¬ 
fication in iho.se areas of communi.st in¬ 
fluence, political sociologists focused their 
attention on those social forces that could 
act as motive forces of political change in 
tho.se regions in a direction compatible with 
the political intere.sts of the United States!’''' 
The entry of American multinational corpo¬ 
rations into these countries, political inter¬ 
vention and the cstabli.shment of US military 
and naval bases in countries of strategic 
importance, were sought to be justified by 
singing the glory of bourgeois democracy. 
Capitalism— as the economic infrastructurc 
—and liberal democracy—as the political 
superstruclitre—arc regarded by US acade¬ 
micians as having immense potentialities for 
development. 

The concept o( ‘political .system’ along 
with such concepts as ‘political niobilisa- 
tion', ‘political culture’ and ‘political 
development’ are used to assess the effec¬ 
tiveness of bourgeois democracy and the 
governance capabilities of various political 
systems. Use of the cottcept ‘political system' 
has “made possible a theoretical analy.sis of 
certain informal functional mechanisms of 
the contemporary state and its policies. 
However, the acceptance by a number of 
politologists of change and dynamism as 
features of political .systems, and of the need 
for an empirical study of their capabilities, 
conversion, maintenance and adaptation, 
with such studies oriented towards ‘stability’ 
and ‘support’, should be seen as a search for 
political means to keep capitalist society 
alive and give it a better chance to meet the 
challenges of historj^*” In the sytems 
approach to politics the main ideological 
motive is to identify the mechanisms enabl¬ 
ing the bourgeois democratic political system 
to persist in spite of the various stresses and 
strains faced by the system. “Change and 
movement are allowed only within the 
system (or ‘sub-system’), while the system 
itself must remain immovable!’'* There may 
be changes in the structure and personnel 
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of the government, but the bouigeois power 
structure should persist. Such a concept'of 
political system produced the methodology 
applied by American political scientists to 
conceptu^ise ‘political development’ in the 
third world countries. 

To American political scientists like 
Myron Werner and Karl Von Vorys the 
underdevelopment of the third world coun¬ 
tries is due to the dominance in these coun¬ 
tries of traditional social structures which 
caused political fragmentation and political 
instability. To usher in political development, 
therefore, they recommended modernisation 
of these traditional societies to ensure 
political integration and political stability.''’ 
To Gabriel Almond the cause of under¬ 
development of these countries is the lack 
of specialised structures (as arc found in the 
‘developed’ political systems of the west) 
through which to perform (unctions in a 
specialised and differentiated manner.'" lb 
ensure political development, therefore, it is 
essential to establish bourgeois democratic 
institutions in these developing countries. 

Not only are the traditional structures to 
be replaced by liberal democratic structures; 
the traditional values of these countries arc 
also to be replaced by the values of bourgeois 
democracy. While lidward Shils wishes to 
establish a value-system inculcating into the 
citizen mind a feeling of respect for authority 
which maintains the social order.''* Lucian 
Pye identified thme value components of the 
development syndrome: equality at the level 
of political culture, capacity at the level of 
the authoritative structures and differentia¬ 
tion at the level of the non-authoritative 
structures.’" The logical implications of 
Shils’ and Pye’s arguments is that to ensure 
political development then; should be. in the 
dev'eloping countries, the presence of two 
most important values of liberal democracy, 
namely, stability and concensus. 

These theories, however, arc under attack 
when it is found that the establi.shment of 
libelal democratic in.stituiion> and values in 
the developing countiies failed to ensure 
political stability and con.sensus. In othci 
words, the introduction ol bourgeois social 
structures and values tailed to ensure 
political stability and consensus in many 
countries of Africa, Asia_ and Latin 
America. Sporadic and violent outbursts of 
revolt against reactionary political regimes 
coupled with accelerated impact of Soviet 
and Chinese ideology on students’, workers' 
and peasants’ organisations in most of these 
developing countries are real challenges 
faced by the US political scientists. They 
regard these phenomena as signs of political 
'decay' and try to prescribe a new panacea. 
And it was preci.sely this objective which 
motivated Samuel P Huntington to write the 
essay, ‘Political Development and Political 
Decay’.The key concept in Huntington’s 
theory of political development is ‘political 
institutionalisation’, lb him the key to 
political development lies in the effective role 
of political institutions in containing the 
forces of instability. The ideological motive 
of Huntington is to blunt the revolutionary 
edge of the class struggles waged not infrt- 
guentiy by the oppressed classes in these 


countries. He wanu these oppressed classes 
to absorb in and accommodate to the 
bourgeois democratic game through a pro¬ 
cess he calls ‘poiiticaf institutionalisation’. 

Now, none of the theories discussed so far 
trieif to identify and/or examine the material 
conditions causing underdevelopment and, 
therefore, failed to point out the actual 
material means by which to reach out for 
development. For an objective analysis of 
these material factors one has to take leave 
of the American theorists of political 
development and try to understand the real 
meaning of the ‘political’ aspect of develop¬ 
ment in terms of Marxism. Accepting this 
Marxist framework, Sobhanlal Datta Gupta 
rightly observes that development, “essen¬ 
tially, is the problem of transformation of 
tho.se material conditions which constitute 
underdevelopment. Underdevelopment, it is 
true, has its own features like illeteiacs', per¬ 
sistence of outdated values and structures, 
etc. But these arc only the symptoms of 
underdevelopment which, however, are caused 
by a structured pattern ol human relations 
in the production economy. Development in- 
volvc.s the question of transforming these 
relations, viz, the class relations, since 
undcidevelopmcnt. in this perspective, is the 
function of deprivation of the producer class 
of the potcntiilit) of its labour-power. For 
the system to Oeselop, the fullest develop¬ 
ment of this potentiality must be ensured; 
it becomes neccssaiy, therefore, to transform 
those class relations which condition under¬ 
development, which comes down to the 
question ol achiesing this breakthrough 
politically. Development thus becomes 
related basically to this act of political 
transformation, to the question of political 
power, and this precisely constitutes the 
‘political’ dimension of development.” 

Thus undersKvod, political development 
is ensured not by the maintenance of status 
quo in the name of ‘stability’ and ‘eon.sen- 
sus', hut by the levolutionary praxis of the 
produLCi classes. The ‘political’ dimension 
(tf development then is precisely the rcvolu- 
lionarv class struggle waged by the labour¬ 
ing classes to iranstorm a determinate mode 
of appropriation of surplus-labour and the 
correspssnding distribution ol the ownership 
of means ol production. 

Ill 

With this view of political development 
in mind, let us now examine the nature of 
parliamentary democracy in general. 

Our assertion is that in the bouigeois 
epoch the producer class is dominated not 
only eco’nomically, but also politically, by the 
capitalists, and this even in a representative 
democracy. Against this proposition of ours 
a group of writers, known as ‘conflict 
theorists’, would argue that representative 
democracy and ‘welfare’ capitalism have 
given immense opportunities for the econo¬ 
mically dominated class to have a control 
on political power. According to the conflict 
theory, various groups in society are in con¬ 
flict with one another in their bid to con¬ 
trol the decision-making bodies of society. 
There is no exclusive domination of any one 


group. The worker of a factory may become 
a member of parliament, whereas die 
factory-owner may remain an ordinary 
citizen. In western capitalist countries, 
therefore, the conflict theorists observe, 
citizenship-attainment has become, for the 
workers, a more important goal than class 
consciousness.^^ 

The task before us, therefore, is to expose 
the myth by unfolding the truth. The 
bourgeois republic “could not be anything 
but the perfected and clearly expressed rule 
of the whole bourgeois class".However, 
by recognising the principle of universal suf¬ 
frage, the bourgeois republican form of state 
(as compared with such forms of state as 
Bonapartist, Czarist. etc) provides the work¬ 
ing class with at least limited opportunities 
and means ol struggle. Analysing the 1848 
republican con.stiiutioii of France,‘Marx 
observed: “The comprehensive contradiction 
of this constitution, however, consists in the 
following: the class whose social slavery the 
constitution is to perpetuate, proletariat, 
peasantry, petty bourgetysie, it puts in 
possession ol political power through 
universal suffrage. And from the class whose 
old social power it sanctions, the bour¬ 
geoisie, it withdraws the political guarantees 
of this power. It forces the political rule of 
the bourgeoisie into demiKTalic conditions, 
which at every moment help the hostile 
classes to victory and jeopatdise the very 
foundations of bourgeois society!’*' The 
moment when universal suftrage is no longer 
compatible with bourgeois rule, the former 
is abolished or postponed indefinitely to pro¬ 
tect the latter, in France, such a moment had 
arrived with tlie elections of March 10,18SU. 
“On March 10, 1850”. observes Marx, 
“universal suffrage admitted that it had itself 
been wrong. Bourgeois rule as the outcome 
and result of universal suffiage, as the 
express act of the sovereign will of the 
people -that is the meaning ol the bourgebis 
con.stituiion. But has the con.stitution any 
further meaning from the moment that the 
content ol this suffrage, of this sovereign 
will, is no longer bourgeois rule'.’ Is it not 
the duty of the bourgeoisie so to regulate the 
suffrage that it wills the reasonable, its rule? 

.. .By repudiating universal suffrage, with 
which it hitherto draped itself and from 
which it sucked its omnipotence, the bour¬ 
geoisie opcniv contcsscs, ‘Our dictatorship 
has hitherto existed by the will of the people; 
it must now be consolidated against the will 
of the people'. 

Unconvinced by iticsc observations of 
Marx, one may argue that the experience of 
March 1850 is a thing of the past, and that 
today representative demcKracics in a large 
part of the contemporary wtirld have come 
to stay. Ye.s, it is true that the institution of 
universal suffrage docs exist in .several coun¬ 
tries today. This is because the modern parly 
system, especially in western democracies, 
is strong enough to neutralise the ‘danger’ 
of universal suffrage from the capitalists* 
point of view. As C B Macphcrsoii has 
pointed out, since Ihe inception of a demo¬ 
cratic franchise in the western capitalist 
countries, the party system has effectively 
protected the existing property institutions 
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moderating and smoothing over a conflict 
of class interests, and thereby blurring class 
relations. This is to be found both in a two- 
party (or two dominant parties) system as 
well as in a multi-party system (where the 
government generally is a coalition). In the 
two-party system “each party tends to move 
toirards a middle position, which requires 
that it avoid an apparentiy class position. 
It must do this in order to able to project 
an image of itself as a national party stand¬ 
ing for the common good, without which 
image it fears it will not stand much chance 
of long-run majority supportl’^’ In the 
multi-party system, aruges Maepherson, 
“where no one party can usually expect a 
majority, no party can give an unequivocal 
undertaking to the electorate because both 
the party and the electorate know that the 
party will have to compromise continually 
in the coalition government'*.'" Huntington’s 
emphasis on the party as an instrument of 
‘political institutionalisation' is to be 
understood in this perspective. 

It is, indeed, true that in a bouigcois 
democracy a third or a fourth party may 
emerge with a specific working-class oiii- 
iook. But it is truer still that if such a party 
is geared to electoral politics, it has to shed 
off its specific class content or to be in a 
disadvantageous position regarding financial 
resources so essential lor electoral success. 

This, then, is western ‘democracy’. Under 
the pretence of guaranteeing to the citi7.ens 
the freedom of speech and expression, the 
capitalist countries of the west deny to man 
the must fundamental human right, si/, the 
right to work. Asa matter of fact, job securi¬ 
ty cannot be guaranteed in a system based 
on private appropriation ol surplus value. 
It is a system which guarantees democracy 
to the bourgeoisie and dictatorship to the 
toiling masses. It is precisely this dictator 
ship in the garb of a pseudo-democracy 
which the Amencn political scientists want 
the third world countries to treat as a model 
of development. Any deviation, in any coun¬ 
try, from the capitalist path of development, 
is regarded by the Ub academicians as 
political decay and de-development. 

Coining to the Indian context, therefore, 
development implies an unequivocal rejec¬ 
tion of wcsieni bouigeois-dcmocratic path 
and espousing, instead, the cause of socialist 
democracy. The all-important question, 
therefore, is not how- best to achieve perfec¬ 
tion in the direction of western bourgeois- 
democratic path of development, but how 
best to transform this existing democratic 
framework into a socialist democracy, viz, 
a real democracy fur the toiling masses. The 
prime necessity, therefore, is not adequate 
institutional representation of the opposition 
parties, but effective political mobilisation 
to instil into the minds of the subaltern 
clas.scs adequate socialist con.sciuiisness. 
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Is Price the Problem? 

Indian manufacturing industry is believed to be not competitive 
internationally in terms of pricn. A study of movements in relative 
prices, however, indicates a marked improvement in the price 
competitiveness of Indian industry during 1970-80. Factors other 
than price are in fact responsible for Indian industry’s poor export 
performance and prescriptions for export promotion focused 
on exchange rate adjustment are misplaced. 1278 

‘Brain Drain’ and the IITs 

The ‘brain drain’ or outflow of scientific, technical and profe.s$ion8l 
people from the country is estimated at between S,S00 and 6,500 
annually. A not insignihcant number-of these emigrants are 
graduates of the Indian Institutes of Ibchnotogy. A study of the 
IIT, Bombay, assesses the extent of brain drain from among IIT 
graduates and seeks to unravel the motivations of those who 
migrate as well as those who choose to stay 

back in'the country. 12S& 


Labour on the Defenaive 

The polic^' of the left front 
government in Wc.st Bengal of 
di.scouraging strikes in the hope of 
attraciing private inve-stment to the 
state has dome-sticated the 
working class. 1260 


As TfNCs" Junior Partner 

India’s bid to establish its political 
hegemony in South Asia is being 
accompanied by concerted efforts 
by Indian industry and business to 
capture the region’s markets in 
subsidiary collaboration with 
the T-NCs. 1262 


Looking for Work 

As a proportion of the workforce 
and in absolute numbers as well 
the incidence of unemployment 
among women is higher than 
among men. A Kerala 
survey. 12-"18 

From the Pulpit 

Margaret Thatcher cho.se her 
recent address to the General 
Assembly of the Church of 
Scotland as the occa.sion to 
show the non-Christian and non¬ 
white citizens of Britain 
their place. 125.1 

Political Winds 

This week’s by-elections to 
parliament and state assemblies 
will show if there is a mood- 
of refusal abroad in the country 
with respect to the 
Congressd). 1256 


False Alarm 

Going by the alarm periodicaHy 
raised by the Indian Colton 
Mills Federation about a critical 
shortage of cotton, one should 
now have been witnessing a 
desperate scramble for cotton 
and soaring prices. The actual 
market situation is, however, 
quite different. 1250 

Linkages and Leakages 

The Indian ferrous metallurgical 
machinery manufacturing sector 
is dominated by firms with 
West German collaborations. It 
is .some of these firms and their 
foreign collaborators who will 
now get the contracts for the 
Ruurkcla steel plant modernisation- 
and expansion project to be 
executed with West German 
‘aid’. 1249 

Development for W'hom? 

The government is going ahead 
with the Indira Sagar project that 
will uproot 1.7 lakh people, 
submerge 40,000 hectares of 
forests and 40,000 hectares of 
cultivated land. A visit to the 
villages to be submerged. 1264 

Forehlin Capital in US 
Mining 

The US mining industry is being 
gouged out by corporate giants 
such as Japan’s Nippon Kokan, 
Alcan of Canada, CRA of 
Australia and Anglo-American of 
South Africa. The boot is on ' 
the other foot now and it 
pinches. 1266 



LETTER TO EDITOR 


Party, Mass Organisations 
and Mass Movement 

ARUN SINHA (‘Lessons from a Mass 
Movement in Bihar’, April 23) raises several 
fundamental questions regarding party, mass 
organisations and mass movement. 

When Charu Mazumder argued that mass 
ofganisatioas bred revisionism, subverted the 
primacy of party and hence had to be dis¬ 
carded, no doubt he was extreme in his for¬ 
mulation. But he had quite iastinctivcly 
touched the problem at its core. As the ex¬ 
perience of the communist movement in 
India in the fifties and sixties showed, com¬ 
munist work in mass organisations slowly 
got bugged down in day-to-day work in that 
particular sphere and neglected the strategic 
revolutionary interests of the party, en¬ 
couraged a non-revolutionary style of work 
and, as Charu Ma/umder said, became the 
breeding ground of revisionism. However, 
the remedy that he suggested was suicidal. 
The boycott of existing mass oiganisations 
was not the answer. Yet the pertinent issue 
remained Bclorc revolutionaries: are the 
existing mass organisations sufficient for the 
present day needs of the .situation? Can the 
imperatives of a communist party for radi- 
caiistng the people through multiple forms 
of daily activity be carried out through the 
existing, traditional mass organisations? The 
answer is clear, particularly from the experi¬ 
ence of the la.si two decades. The traditional 
mass otganisalions no doubt have their own 
utility, but they arc insufficient in a new 
situation, to .satisfy the imperatives of a new 
reality. 

in that sense, can we call it a new reality? 
The capitalLst path of development pursued 
by the ruling class on an underdeveloped 
basis is creating today a host of contradic¬ 
tions and complications. Issues of social 
security faced by capitalist modernisation 
like automation, of organising women for 
social and political dignity, of organising 
unorganised labour, particularly rural 
labour, protest against environmental degra¬ 
dations, fight foi occupational health and 
safety, a general struggle for health, housing 
and education, etc, arc issues new in struggle 
today and the existing traditional mass 
organisations are not attuned to these new 
demands in the agenda of struggle, caused 
by an exacerbation of maladies grown out 
of the present path of development. Though 
the old mass organisations will function as 
the basic mobilising units for these issues as 
well, clearly for mobilising the people on 
these issues, for giving a radical orientation, 
for providing a clear thrust these organisa¬ 
tions arc inadequate. This has given rise to 
a demand for a new type of mass organisa¬ 
tions to cope with the imperatives of a new 
situation. 

MKSS is a mass organisation of a new 
type and the Party Unity group has confused 
this distinction. It has erred in judging the 
new with old outlook, old standards. The 
old mass organisations were created and 


treated as arms of the |)arty. Either the party 
created the fronts, or captured the leader¬ 
ship of the mass organisations, subsequently 
treating them as fronts. Thus, the distinc¬ 
tion between a mass organisation and the 
party was virtually obliterated whether in 
trade union sphere or peasant, student, 
youth wings, etc. Leadership in these mass 
orgatusations bailed down to the Communist 
Party as taking charge of the organisational 
control and not the political leadership. 
Beneath this wrong tactic lay the inability 
to recognise that a mass organisation iii the 
last analysis is a united front and is crucial 
to the party not as some petty bourgeois pro¬ 
perty of the party, but as a united front. 

However, there was one po.sitive factor in 
the old practice that has to be acknowledged, 
liven the traditional communist leaders in 
our country recognised that mass organisa¬ 
tions by themselves, through their own daily 
lorm of work, were not going to serve the 
party’s political purpose. Hence the tendency 
to ‘ovcr-politicisc’ the ma.ss organisations, to 
substitute the role of the mass organisations 
with that of the party, to take a short-cut 
route. Thus, the practice of ma.ss organisa¬ 
tions and mass movements presented a 
dilemma: mass organisations are needed. 
But they are not serving the political pur¬ 
pose. Some organisational innovation is 
needed. What can be that innovation? It is 
there that the Party Unity group as well as 
other revolutionary groups have floundered. 

The way Party Unity created MKSS or the 
Vinod Misra group of the CPI(ML) started 
IPF has some lessons to offer. These were 
not the traditional mass organisations and 
the founders of these organisations recognis¬ 
ed that a party identity of their own political 
organisations was not enough to mobilise 
the people in the concrete conditions of 
India. Hence, a certain degree of autonomy 
was also accorded by the political leadership 
to these organisations. Both MKSS and IPF 
became mass organisations of a new type 
combining the old role of traditional mass 
fronts in organising the masses on sectional 
issues, as well as the responding to the new 
demand of directly mobilising them on a 
political basis. Thus, both these otganisations 
became centres of public attraction and 
gained political prestige quite dispropor¬ 
tionate to their actual strength. They com¬ 
bined the role of both a mass front and a 
party to some extent. However, since both 
the l^rty Unity group and the CPI(Ml.) of 
Vinod Misra group engaged in this practice 
pragmatically, on an ad hoc basis, without 
a theoretical political clarity on the entire 
issue, they soon reverted to the older attitude. 
No wonder the autonomy of MKSS was sub¬ 
verted or controlled by Party Unity within 
a brief span of a few years. 

Leaving uKidc, however, the questions of 
Party Unity or CPl(ML), we should go 
deeper into the political issue itself. What, 
in fact, is this new type of mass organisa¬ 
tion? How do we envisage its evolving new 
role? For want of a better nomenclature, we 


can call it a mass political organisation. It 
combines, as we have said already, the func¬ 
tions of a mass organisation in organising 
the people on particular issues as well as the 
function of mobilising them directly on a 
politicaPplane. In fact, the sterility of the 
old mass organisations, the disunity among 
them due to party-political diffc^nce, their 
excessive legalism, particularly in trade 
union sphere, their nature of being appen¬ 
dages to particular political parlies, above 
all their immobility are the factors which 
have impelled the growth of mass political 
organisations. The process started with the 
growth of NCCRS as the leading organ of 
railwaymen’s struggle in 1974. It will be 
wrong to look at NCCRS as a mere co-ordi¬ 
nation of unions during a strike, as the 
ofncial communists have viewed it. Indeed, 
NCCRS gained prominence over and above 
the unions and c.stablished a mass political 
identity of its own. Now this process has 
flourished in different and diverse fields of 
struggle. In fighting automation in some in¬ 
dustry, in resisting eviction due to different 
projects as in Baliapal, in establishing a 
united worker-peasant organisation, in cam¬ 
paigning for food, drinking water, health, 
etc, in establishing a national identity as in 
Darjeeling, new forms of organisations are 
coming up. The communists have to recog¬ 
nise this emergent form. The communist 
parties and groups cannot afford to think 
that these organisations will reduce the 
party’s power and influence, as has been 
thought in the case of Bihar. 'They must en¬ 
courage this process, as it will help the 
party's task of mobilising the people for 
political struggles. These organisations ef¬ 
fectively challenge the hegemony of rulers 
in different social spheres. Their role has 
become a must today in building up the 
counter hegemony of the revolutionary 
masses in our country in political, ideolo¬ 
gical, cultural sphere. Today, one has to 
realise that the party’s identity is very, very 
insufficient for the task of popular m^ilisa- 
tion. People are organised as classes, but 
they are organised as communities, strata, 
regional congidmerates, etc, also. They are 
exercised over certain topical issues. They ate 
growingiy disenchanted with the formal poli¬ 
tical process. They frequently become ‘drop 
outs’. They feci them.sclves marginalised in 
that process, which is why they return with 
‘a vengeance during election time. Thus, 
besides a political identity, the requisite is 
also a popular identity. 

In India, the experiment of a peasants' and 
workers' party was never allowed a long long 
by the communists. Tbday a section of the 
CPI(ML) is thinking of setting up a people’s 
party. But who knows with what theoretical 
political preparation? Probably pragmatism 
here too holds sway! All in all, the question 
remains as preponderant as ever: what ex¬ 
actly are the relations between party, mass 
organisation and mass movement in the 
emerging situation in our country? 

Calcutta Ranabir Samaddar 
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Agricultural Policies Fall in Line 


\ t a time when the fashion among government policy¬ 
makers seems to be to focus on the long-term—to pave 
the way, as we have been informed so often, for the coun- 
i-^y’s triumphant entry into the twenty-first century—it is 
interesting that with respect to agriculture the sights are set 
on the immediate, on this year and the next to be precise. 
There is, of course, a plausible reason for this: the need to 
resuscitate foodgrains production after the droughts of the 
last two years. Accordingly, a special foodgrains production 
programme was drawn up some months back and 
commended to the states by the prime minister himself at 
a meeting of chief ministers in March. The programme aims 
to cover 169 selected districts in 14 agriculturally more im¬ 
portant states and has set a target of raising foodgrains pro¬ 
duction-to 166 million tonnes in the current year and 175 
million tonnes in 1989-90, the Seventh Plan’s final year. 

The accent on immediate increa.ses in output has .some 
significant implications. Inevitably, the in.stitutional aspects 
of agricultural planning and development arc played down. 
The ritual incantations about the importance of land reform 
to assuage the extreme inequities in land ownership in any 
strategy of agricultural development have been dispensed 
with. Also muted have been references to the need for st>ecial 
efforts to deal with the problems of the small and marginal 
farmers who make up the bulk of the country’s pea.santry. 
further, whatever the contribution of the monsoon failures 
of the last two years, a more basic reason for the indifferent 
performance of agriculture in the Seventh Plan so far is that 
the programmes for extending the infrastructure for 
agricultural development—irrigation, most important of 
all—have lagged behind. As the Planning Commission’s mid¬ 
term appraisal has brought out, the average annual expan¬ 
sion of irrigated area in the first two years of the plan was 
only 1.80 million hectares against the target of 2.18 million 
hectares. And the lag is especially pronounced in regard to 
major and medium irrigation projects which depend on 
government outlays. It is estimated that as many as 500 major 
and medium irrigation projects are languishing at various 
siages of construction for want of funds. However, instead 
of attempting to recover lost ground in the expansion and 
spread of the infrastructure for agricultural development, the 
special" foodgrains production programme sets out to 
capitalise on identified sources of immediate agricultural 
growth. 

Nor, it would appear, is this really a matter of the com¬ 
pulsions of having to achieve quick increases in output. Since 
the formulation of the special foodgrains production pro¬ 
gramme already there have been subtle changes in the orien- 
ktsiion and objectives of the government’s agricultural 
'policies. Be ginning with the emphasis on raising foodgrains 


output in the last two years of the Seventh Plan, the focus 
is now shifting to more general agro-climatic planning with 
the objective of diversifying agriculture beyond crop husban¬ 
dry to cover activities such as poultry farming, dairying and 
agro-processing. While, against the background of last year’s 
drought, the government may continue to express concern 
over the level of food production in the current year, the view 
has gained ground in official circles that the central problem 
of agricultural development in the country is no longer that 
of raising the levels of cereals production. It is in fact being 
suggested that the country having supposedly achieved ‘self- 
sufficiency’ in cereals, production of cereals now needs to 
rise on average by no more than the rate of growth of popula¬ 
tion and that a more rapid rise in output is likely to con¬ 
front the government with problems of having to purchase 
and store progrcs.sivcly unmanageable quantities. Already the 
government has been concerned not so much with the levels 
of cereals production as with the generation of sufficient 
marketed surpluses to meet the demand of the urban popula¬ 
tion and to keep prices under reasonable check. Thus the 
minister of state for food, questioned about the low procure¬ 
ment of wheat by the official agencies out of the last rabi 
crop, declared recently that the government wa4 not unduly 
concerned that private traders instead of government agen¬ 
cies had bought up the wheat because what was important 
was that enough wheat should be available in the market to 
meet the demand. 

The logic of these attitudes is fully reflected in the 
guidelines said to have been drawn up by the Planning Com¬ 
mission for implementation of agro-climatic planning of 
ugriculiuic. Instead of brnadbasing the agricultural develop¬ 
ment strategy through effective implementation of land 
reforms, development of infrastructure and technology and 
input policies to strengthen the peasant sector, the attempt 
is to accelerate the growth of the relatively small capitalist 
segment in agriculture. Since the limits to the growth of 
market demand for cereals is set by the poverty of the large 
majority of the country’s population, other avenues have to 
be sought to ensure growing profits for the rich farmers. 
Apart from the need to shift to non-crop activities, the 
Planning Commission’s guidelines thus urge greater emphasis 
on quality considerations in agricultural production and on 
price policies providing incentives for improved quality 
production. Finally, and altogether predictably, the plea is 
entered for according higher priority to exports of 
agricultural product.s and for pursuing policies directed at 
maximising the exportable surpluses of the agricultitral 
sector. 

Clearly, the approach to agricultural growth is faiUngiin-. 
line with the government’s overall economic policies. 
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POLITICS - 

Squandering a Historic 
L^acy 

BRUTALITIES perpetrated by the 
tepressive state apparatus on the common 
people in India on the slightest provoca¬ 
tion, or even without any, are no longer 
'news’; some interest, however, still cen¬ 
tres on the response of the political parties 
to such atrocities. When the news broke 
out about gang rape and molestation of 
tribal women in Tripura by the soldiers of 
the As.sam Rifles, the Congress!!) rulers 
of the state first reacted with denials, 
followed by evasions and ambivalence, 
before the resentment and pressures of 
their tribal partners in the coalition 
government forced them to order a 
magisterial enquiry. In sharp contrast, the 
C'PI(M) organs, not only at the local level 
but also in relatively distant West Bengal, 
took up the issue immediately. Justified 
outcries in the CPi(M) press apart, a 
CPI(M) member of the Rajya Sabha "in 
an urgent telegram to [union home 
minister) Mr Buta Singh pointed out that 
the shucking news of the brutal atrocities 
and rapes by the Assam Rifles jawans on 
tribal women is a shame to the nation". 
Another partner of the West Bengal Left 
Front, the Forward Bloc, also aired similar 
views. The Congress(l) in West Bengal, as 
elsewhere outside Tripuia, has however 
kept mum. 

The party roles were predictably 
reversed as the locale and the agency of 
the atrocities changed. When police fir¬ 
ings on agitating workers at Mogra village 
in Hooghly district of West Bengal 
resulted in death and injuries, CPl(M) 
MPs and leaders suffered from lockjaw, 
while the Congress(l) legislators promptly 
jumed into the fray. Following the Tripura 
pattern, it needed much public uproar and 
the lapse of about a week to goad the 
CPl(M)-led Left Front government in 
West Bengal to order an ‘executive en¬ 
quiry’ into the Mogra incident. 

Even though atrocities on women were 
not involved in the West Bengal incident, 
the story as reported is no less sordid. It 
is said that a labour co-operative, formed 
and led by the CITU, the trade union cen¬ 
tre under the CPl(M)’s control, which had 
secured a contract for removing the ash 
di.sgorged by the West Bengal State Elec- 
triciH’ Board’s thermal power plant at 
Bandel, had been cheating the worker- 
members of the co-operative of their due 
share of profits from the contract. When 
the workers became restive and vocal, they 
were locked out. Later on, the dominant 
faction in the co-operative and the local 
CPl(M) used the police to persecute-the 
dis.sident-opposition group and this led to 
clashes, police arrests and ma.ss gherao of 
the police station, culminating in police 


brings in which two persons have died so 
far and some others have been injured. 

If there is some essential truth in these 
reports, then the local branch of the 
CPI(M), which is supposed to be a revolu¬ 
tionary party of the working class, has 
degenerated into a corrupt, exploitative 
and repressive crew. More shocking, 
however, is the lackadaisical response of 
the CPl(M) leadership at the state and the 
national levels to these signs and symp¬ 
toms of the decomposition of the party’s 
limbs. There are no signs of great concern 
on the part of the party leadership 
anywhere. 

The. Mogra developments arc hardly 
exceptional oi sensational any longer. The 
Calcutta press is now almost daily com¬ 
ing out with stories about corruption, ter¬ 
rorism and factional struggles among the 
CPl(M) ranks. A local English daily car¬ 
ried in its city edition of June 9 a feature 
article on various scandalous develop¬ 
ments in the party. Even assuming that all 
this, or at least a part of it, is part of a 
motivated smear campaign, any parly 
which cares for its political honour and 
moral image must react to such allega¬ 
tions promptly and with concern. The 
CPl(M), which aspires to play an impor¬ 
tant role at the national level in forging 
a progressive-democratic alternative to 
corrupt and repressive Congre.ss(l) rule at 
the centre, cannot afford to fritter away 
its political capital, accumulated through 
the hard work and sacrifice of countless 
communists over the decades, beginning 
from the early twenties. If Jyoti Basu and 
his cabinet colleagues arc strutting about 
in the corridors of power today, they are 
doing so because the CPI{M) was able to 
corner the accumulated goodwill of the 
pre-split communist movement. The 
CPl(M) leadertihip cannot and should not 
waste this historic legacy. 


STEEL 

Linkages and Leakages 

WITH the West Oerman government’s 
decision to provide tied ’aid' of Rs 500 
crore for the modernisation and expan¬ 
sion of the Rourkela Steel Plant (RSP). 
the Steel Authority of India (SAIL) can 
now go ahead with this long pending 
project. 

The RSP was first commissioned as a 
one million ingot tonnes per annum 
(mtpa) capacity plant with West German 
collaboration in I960. Its first expansion 
to 1.8 mtpa, also with West German col¬ 
laboration, was commissioned in 1968. 
Since then few major technological im¬ 
provements have been incorporated in the 
original installation. Besides, the plant has 
not been able to achieve its rated capacity. 
Hence modernisation had become 
overdue. 


The IiidUui govmunettlbt^in oegotb 
tions with the West German firms Krup 
and Demag in 1953 after failing to pe. 
suade the US and the Warld Bank to 'ai<.: 
the development of the steel industry u 
the state sector. A combine of Krupp an. 
Demag, IGKD, was appointed oigineer 
ing consultant to the project. The We-. 
German government loan financed th, 
foreign exchange content of the project 
orders for which had to be plac^ wit! 
West Cierman firms irrespective of cos; 
and technological merit. Paradoxically 
Rrupp and Demag were engineering con 
sultants as well as equipment suppliers. 
Because of this some unconnected firms 
did not quote in the tenders which were 
called for the various units of plant on a 
turnkey ba.sis. The degree of oligopoly was 
high and there was collusion too. The 
result was over-pricing and high capital 
and equipmenl costs. Almost the entire 
equipment was imported, the local 
engineering industry being totally by¬ 
passed. Except the LD proce.ss, other 
technological changes of even the fortic.s 
and fifties, like oxygen lancing in open 
hearths, sintering and high top pressure 
in blast furnaces, were not incorporated. 
Incidentally, the l.D process was not yet 
comtnercialised in West Germany when 
the decision was taken to adopt it at 
Rourkela. The collaborators for the LD 
plant, Krupp-Voest, did not provide the 
opportunity to Indian engineers to 
assimilate es'en the operational know-how. 
Right up to 1968 the works cost per tonne 
of LD steel at Rourkela was higher than 
that of open hearth steel when it should 
have been the other way round. There 
were numerous technical problems with 
the Rourkela platit in the initial years of 
operation, so much so that the West 
German government had to appoint a 
commission (the Solveen Commession) to 
sort things out. 

The C'entral Engineering and Design 
Bureau (CEDB) of Hindustan Steel which 
was formed at Rourkela in 1959 with 
German assistance was appointed 
engineering consultant for the expansion 
of RSP. However, CEDB was then headed 
by a Cierman engineer and employed a few 
German specialists. So this was not much 
of an achievement. A process of import 
substitution had begun with a number of 
West German refractory and equipment 
suppliers setting up Indian affiliates or 
entering into technical collaboration with 
Indian engineering firms. Prominent 
among them were the coke oven plant sup¬ 
plier, Dr C Otto and Comp, and the blast 
furnace plant supplier, GHH. The annual 
recurring import bill on spare parts for 
RSP durihg the latter half of the seven¬ 
ties and the early eighties was between 
Rs 5 to 10 crore, A large number of these 
spares were proprietary items which were 
highly over-priced. Clearly, India got a 
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bad deal fttnn the Wst Oermans. 

Ibchnologically. the RSP is of the fif¬ 
ties vintage: 'Rieie have been numerous in- 
;remental and quite a few radical changes 
n ferrous metaDuigical technology during 
he last thirty yean whidi need to be selec- 
ively adopted. In India a not-too- 
nconsequential ferrous metallurgical 
nacfainery manufacturing sector has been 
.reated, though it is technologically 
dependent. The Indian ferrous metal- 
uigical machinery manufacturing sector 
IS dominated by firms with West German 
collaborations. For coke ovens plant, there 
is Otto (India), an affiliate of Dr C Otto 
and Comp. For sintering plant, the Heavy 
Engineering Corporation is in collabora¬ 
tion with Lurgi Chemie. For blast furnace 
plant, there is Larsen and Toubro whose 
foreign collaborator is MAN-GHH. For 
ladle metallurgy, there are L and T whose 
foreign collaborator is Vac Metal and 
Concast (India) whose foreign col¬ 
laborator is MAN-GHH. For continuous 
casting plant, there are ISPL whose 
foreign collaborator is Mannesmann 
Demag and HEC whose foreign col¬ 
laborator is SMS Schloemann Sictnag. 

I'or rolling mills there is MECON whose 
collaborator is SMS Schloemann Siemag. 

It is some of these firms and their 
foreign collaborators that will now get the 
contracts for the RSP modernisation and^ 
expansion project. So we will perhaps® 
not witness a repetition of the earlier 
West German collaboration which was 
characterised largely by 'leakages’ out of 
the economy. This time it will be both 
‘linkage^' and ‘leakages’. After all. in the 
intervening period, the Indian bourgeoisie 
has forged a close relationship as a junior 
partner of foreign capital in industrial 
ventures. 

EMPLOYMENT 

The Kerala Picture 

THE Kerala government’s latest 
Economic Review puts the number of 
employment-seekers on the live registers 
of employment exchanges in the state at 
29.5 lakh at the end of 1987 as against 27 
lakh at the end of 1986. Both the number 
of job-seekers and the rate of increase in 
it are quite staggering when set against the 
size of the state's working-force. But one 
is neves quite sure how much weight to 
place on employment exchange statistics. 
Do they overstate the unemployment 
situation or understate it? 

In Kerala where practically every 
jdult—nine out of ten—looking for work 
can read and write, a relatively larger prq- 
oorUon of job-seekers are likely to be 
registering themselves at employment 


exchanges. The attraction should be 
greater nowadays because legistiation 
wto an mployment esidiange for a cer¬ 
tain minimum period makes one eligible 
for unemployment asustance from the 
government. Add to this the fact that in 
Kerala, barring in the sparsely populated 
hilly areas, the distance from one’s resi¬ 
dence to an employment exchange is un¬ 
likely to be a major deterrent for anyone, 
man or woman, registering himself or 
herself as an employment-seeker. 

There is nevertheless a general impres- 
•sion that live registrations at employment 
exchanges do not quite reflect the 
unemployment problem in the state; that 
they possibly overstate the level of 
unemployment in the state because those 
keeping their names on the live registers 
of employment exchanges might be doing 
so more in search of more regular, perhaps 
public sector, employment or for work of 
their choice; that there m^ be others who 
are not genuinely looking for work but 
who want to qualify for the unemploy¬ 
ment benefits, meagre though these are. 

The state government’s department of 
economics and ^tistics was therefore 
asked to undertake a sample survey to 
estimate the actual number of the 
unemployed and underemployed in the 
state. The results of the survey, just 
published, place the figure of the 
unemployed in the state at 27.8 lakh and 
of the underemployed at 15.28 lakh out 
of a total labour force of 107.53 lakh. For 
the survey the unemployed were defined 
as those who had not worked even a single 
day during a. year but were seeking 
employment. The underemployed were 
those who had worked for at least one day 
during a year but could not work for the 
major part of the year (i e, for 183 days 
or more) though they were available and 
looking for more days of work. Thus, 
while the live registrations at the state’s 
employment exchanges exceed somewhat 
the number of the unemployed as 
estimated by the survey, they were substan¬ 
tially lower than the combined figure of 
the unemployed and the underemployed. 
Unemployment in Kerala, it would thus 
appear, is quite large. 

A particularly significant rinding of the 
survey is that the incidence of usemploy- 
ment, as distinguished from underemploy¬ 
ment, is particularly high among women. 
Of the total female population, only 24 
per cent are in the labour force. (Tlie com¬ 
parable proportion for men is 54 per cent.) 
Yet of the women in the labour fonx, 43.6 
per cent are unemployed and 17.3 per cent 
underemployed, making a total of 60.8 per 
cent. The corresponding rigures for men 
are 17.8 per cent, 12.8 per cent and 30.6 
per cent, respectively. Even in numbers, 


me number of uimaployed women in the 
state eiGceeds the number of unemployed 
men by 1.4S lakh. 

Having brought out this significant 
aspect of Kerala's unemployment 
situation—namely, the much higher 
incidence of unemployment among 
women—it is surprising that the survey 
report does not care to discuss separately 
the characteristics of male and female 
unemployment.with the rmuh that several 
questions remain unanswered. Is the 
educational status of the unemployed and 
the underemployed different as ^ween 
women and men? If it does differ signi¬ 
ficantly, is the difference more noticeable 
in urban areas or in rural areas? How do 
women differ from men in regard to 
the incidence of unemployment by 
age-groups? 

The survey report gives the distribution 
of emplpyment-seekers according to the 
nature of efforts made to get employment 
and this shows that very few contact 
employers directly, though the percentage 
of those who do is more than twice as 
large for the rural unemployed as for Uie 
urban unemployed. On the other hand, 
while 52 per cent of the urban un¬ 
employed make ‘other efforts’ to seek 
employment, only 30 per cent of the rural 
unemployed seem to do so. It is not 
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clear, however, whether or not the tom 
^ther efforts' covers attempts at self- 
employment. Should not efforts at self- 
employment have been made into a 
category by itself? Again, no light is 
thrown on sex-wise differences in this 
regard. Nor is any connection mdicated 
between unemployment and registration 
at employment exchanges. Is not such 
registration itself an effort to get 
employment? 

THE PRESS 

Censorship through 
Guns 

JOURNAI.fSTS may not claim special 
privileges, but surely have a right to pro¬ 
tection guaranteeing them the basic con¬ 
ditions for the pursuit of their profession. 
Apart from direct violation of this right 
by the Indian state in the shape of the 
numerous laws ranging from the Official 
Secrets Act of the colonial era to the latest 
.security and anti-terrorist acts, indirect 
violation is increasingly taking place with 
assaults on journalists by vested interests, 
quite often with the help of the police. 

The disappearance of a young reporter, 
Umesh Dobhal, correspondent of Amur 
Ujala, a prominent Hindi daily of Uttar 
Pradesh, since March 25 has brought to 
the fore the question: when the state ab¬ 
dicates its responsibility of protecting 
journalists (or any other professional for 
that matter) from the vendetta of thugs, 
what mode of self-protection can jour- 
nali.sts resort to? 

Umesh Dobhal had been exposing, 
through his reports, the operations of the 
liquor mafia in the hill districts of 
Gafhwal. He was last seen accompanied 
by a person known to be a henchman of 
the liquor mafia. Chipko workers, among 
whom Umesh was well known, suspect 
that he has been bumped off by the liquor 
mafia. The underworld, however, saspects 
that Umesh had got some information 
about the links between the mafia and 
some high police officials (a common 
feature in districts prone to criminal 
activities). The police maintain that 
Umesh is dead. They arc not, however, 
prepared to say whether it was a case of 
murder, suicide or accident. 

Whatever might have been the factors 
b^ind Umesh's disappearance (or death), 
it is evident that he earned the wrath of 
a powerfurmafia-police nexus. His fate 
is not unique. Some years ago, an Orissa 
journalist who dared to write about a 
similar nexus in his home district had to 
suffer a traumatic experience. His wife 
was abducted, raped and murdered by the 
musclemen of the nexus. In Punjab quite 


» number of joumaluts have had to 
the (Vice; with tt»ir Uves, for having dared 
to expose the crimes of the Khalistani ter¬ 
rorists. The latest victim is Parduman 
Singh, an Indian Express correspondent, 
who WHS shot dead by terrorists on June 4. 

Getting killed while covering a war is 
one of the professional hazards that jour¬ 
nalists all over the world have to face. But 
systematic assassinations of journalists, 
either by the state or by other groups, fall 
under a different category. Over the last 
few years there has been a frightening 
increase in the number of such killings, 
not only in war-ravaged areas but in other 
parts of the world as well. In Afghanistan, 
apart from journalists caught in the cross¬ 
fire between government troops and the 
rebels, there have been a number of 
newsmen who have fallen victims to the 
internecine warfare among the rebels. In 
October last, a British cameraman Andy 
Skrzypkowiak was killed in cold blood by 
the fundamentalist Hezb-i-I$lami group, 
when he refused to give up his camera 
after he had filmed a clash between the 
Hezb rebels and members of the Jamiat 


BUSINESS 

COTTON 

ICMF vs Farm Lobby 

IF one were to go by the alarming signals 
Hashed by the Indian Cotton Mills’ 
Federation (ICMF) from time to time 
highlighting the critical cotton supply 
position one should be witnessing at this 
time a real scramble for cotton with prices 
scaling new highs as the season is nearing 
its fag-end with only two-and-a-half 
months ihore to go. But the situation cur¬ 
rently obtaining in the market is very dif¬ 
ferent. Cotton prices are well below the 
highest levels recorded earlier some five 
months ago and mills are experiencing lit¬ 
tle difficulty in obtaining their raw 
material supply. 

It may be recalled that early in January, 
the ICMF committee had recommended 
one day a week voluntary closure as the 
only course open to the industry to tide 
over the current raw material crisis. This 
was soon followed up by an advertisement 
campaign to focus official and public at¬ 
tention on the need to stabilise the supply 
and prices of cotton through imports—10 
lakh bales of cotton and 20,000 tonnes of 
duty-free viscose staple fibre. It warned 
that if immediate remedial action was not 
taken the industry will have to curtail pro¬ 
duction making the common.man’s fabric 
scarce and resulting in fall in exports as 
well as government revenues. 

No mill is known to have closed down 
for want of raw material and nor has pro- 


Islami, another rebel group, in Februai, 
this year, the Hezb group in its Engli-.. 
language newspaper, Reastance, publisht-.. 
in-Pakistan, warned tharjoumalists wit 
wrote critic^ reports about the groL< 
would face serious consequences. Soo 
after this, Syed B Majtooh, publisher ( 
the Afghan Information Bulietin, wlm 
gunned down in his office in Peshawar oi: 
February 11. He had earlier published a 
survey saying that 70 per cent of Afghan! 
refugws favoured the return of exiied King 
Mohammad Zahir Shah as part of a solij 
tion to the conflict—a position the Hezb 
group opposes. 

In Mexico, during the last six years at 
least 29 journalists have lost their Jives in 
what appears to be a systematic attempt 
to intimidate reporters investigating drug 
trafficking and criticising political figures. 
Mexican journalists are demanding that 
the country’s president take more forceful 
action to stop these killings. 

It is about time that journalists' 
associations in India tate up the issue 
before censorship through guns becomes 
a part of oiir political system. 


duction of yarn/fabrics registered any 
decline. It is not that because of the fiscal 
concessions, the government’s multi-fibre 
policy is beginning to bear fruit and that 
there has been a diversion from cotton to 
synthetics. According to ICMF’s own 
reckoning, the average monthly consump¬ 
tion of cotton for eight months 
(September 1987 to April 1988) works out 
to around 7.78 lakh bales. 

What is even more significant is that 
cotton prices have registered substantial 
declines from their sea.son’s highest levels 
recorded towards the end of January. The 
fall in prices ranges from around 8 per 
cent to 17.5 per cent, depending bn the 
variety. To mention a few varieties, J-34 
RG is down from Rs 7,750 to Rs 6,450 a 
candy. F-414 from Rs 8,450 to Rs 7,200, 
H-4 from Rs 9,600 to Rs 8,700, Sankar-6 
from Rs 12,000 to Rs 10,900 and DCH-32 
from Rs 14,000 to Rs 12,800. Prices arc, 
of course, still pretty high—14 to 40 per 
cent above the season’s lows touched 
about the middle of November 1987 and 
12 to 38 per cent higher than a year ago. 
Little wonder that the industry should 
have reiterated early in May the need for 
augmenting domestic supply through 
imports. 

Cotton prices would not po-haps have 
ruled so high if the ICMF had not painted 
all along an unduly gloomy picture of tt>c 
supply position, ntimating the carryover 
at the end of August 1988 at only 7.^C 
lakh bales, the figure being subsequent!)' 
revised to 9.50 lakh bales, grossly inad'■ 
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quale to meet tiie industry's normal 
quiremmts till the availahifity of new crop 
supply. This emboldened the speculative 
elements in the trade to fully exploit the 
psychology of scarcity resulting from die 
setback in cotton production and meagre 
stocks with the CCI and the Maharashtra 
federation at the end of last season- 
totalling hardly SO,000 bales—the lowest 
ever. Industry’s contribution to the scar¬ 
city psychosis has no means beat small. 

A signiHcam aspect of the emerging 
cotton scenario is that despite the ap¬ 
proaching end of the season, cotton prices 
are much below the highest recorded 
earlier. And what is more, the decline has 
occurred even though mill consumption 
of cotton is reckoned at an average of 7.78 
lakh bales a month and imports consist 
of what is permissible under the scheme 
of advance licensing against exports of 
yam/fabrics and made-ups and the recent 
import quota of one lakh bales of 
short/medium staple cotton to "provide 
relief to the handioom sector from the 
heavy burden of increased yam prices”. 

All this goes to suggest that the 1987-88 
cotton crop as also the opening stock must 
be much higher than that assumed by the 
Cotton Advisory Board as well as the 
ICMF in drawing the cotton balance-sheet 
for the season. The CAB had reckoned the 
total supply at 107 lakh bales—opening 
stock 20 lakh bales and crop 87 lakh bales. 
With mill consumption estimated at 94 
lakh bales and extra-factory consumption 
of S.S0 lakh bales, the carryover at the end 
of the season had been placed at 7.S0 lakh 
bales. This figure has been revised in the 
light of likely imports. Nobody can really 
vouch for the accuracy of these statistics. 
Even the reliability of cotton consumption 
figures has often been questioned. 

It is significant that while the industry 
has been pleading for direct import of cot¬ 
ton to augment domestic supply, imports 
under the advance licensing scheme have 
been very small. Import entitlements 
against exports of yam/fabrics/made-ups 
are estimated to be of the order of over 
3.S lakh bales while licence applications 
are placed at less than 2 lakh bales and 
actual arrivals $0 far are under S0,0(x) 
bales. ICMF’s contention that “the undue 
delay in issue of advance licences and the 
recession in demand of textile items for 
export have rendered the- scheme illusory” 
cannot carry much conviction. If the in¬ 
dustry has not cared to avail fully the 
facility to import cotton under the advance 
licensing scheme it is partly because 
domestic availability is considered rea¬ 
sonably satisfactory and partly because 
the relative prices of cotton here and 
abroad do not make import a worthwhile 
proposition. Reports are that while 
responding to the CCI’s import tender (or 
one lakh bales of short/medium staple 
cotton floated on June 6, overseas parties 


have expressed*great surprise that^ , 

quota should have been iffiued When 
tnets concluded several months ago under 
the advance licensing scheme are still 
awaiting licences and letters of credit. 
Some of the exporters have dearly stipu¬ 
lated that import licences, letters of credit 
and contract performance of any business 
concluded under the newly announced 
tender will be the responsibility of the 
CCI. 

Industry’s poor response to import of 
cotton under the advance licensing scheme 
lends support to the widely shared view 
that the ICMF’s assessment of the supply 
position and its strong plea for direct im¬ 
ports are intended primarily to depress 
cotton prices. New Delhi’s firm stand 
against direct import of cotton is being 
interpreted as an indication of the declin¬ 
ing influence of the erstwhile powerful in¬ 
dustry lobby. Political and sodo-economic 
compulsions seem to demand greater at¬ 
tention to the interests of the farm lobby 
as also to the needs of the decentralised 
sector—powerlooms and handlooms. 

The massive hike in cotton support 
prices for 1988-89—the increase of Rs SO 
to Rs 60 per quintal exceeds the total in¬ 
crease in support prices since 1983-84—is 
a fairly convincing illustration of the 
government’s determined bid to appease 
the farm lobby which has been growing 
in strength. It is worth mentioning that 
the increase of Rs 60 per quintal in re.spect 
of F-414/H-77 is higher Rs 15 than the 
price recommended by the Commission 
for Agricultural Costs and Prices. The 
steep hike in support prices should act as 
a big inducement for farmers to bring 
more area unfier cotton. And if weather 
conditions remain favourable throughout 
the season one need not be surprised if 
the 1988-89 cotton crop sets a new record. 
The government will need to strengthen 
its crop information system by efficient 
monitoring of the progress of the crop in 
all the major cotton producing sutes in 
order to evolve an appropriate strategy to 
deal with the problem of abundant supply. 

Cotton has been assigned a pre-eminent 
role as the main raw material of textile in¬ 
dustry under the new textile policy under 
which cotton growers shall always be 
assured offtake of their produce at 
remunerative prices and cotton needed by 
the industry would be made available in 
adequate quantity and at reasonable 
prices. The sharpest-ever decline in cot¬ 
ton prices during 1984-85 and 1985-86 and 
the phenomenal upsurge in prices there¬ 
after have completely belied all the high 
hopes roused by the new textile policy. It 
is surprising that the Abid Hussain Com¬ 
mittee set up to study the progress of the 
implementation of the textile policy does 
not include any representative of the CCI 
which has been assigned a crucial role 
under the policy. 


T^NTY YEARS AGO 

£PW: June 22, 1968 

Silver continues to move up in Lon¬ 
don, but, in India, the seasonal decline 
in the inflow of contraband gold (to pay 
for which silver is smuggled out) and tlw 
increase in the free international price of 
gold (which has made gold smuggling 
less profitable) have brought down the 
domestic price... Government is, ob¬ 
viously, still afraid of the impact which 
official purchases of silver would make 
on its budget and the liquidity of the 
economy .. .The case for such purchases 
is .stronger today because the margin bet¬ 
ween dome.stic and world prices has 
widened... Once the need to make silver 
purchases in the domestic market is con¬ 
ceded, no useful purpose is served 1^ 
conducting the operations in mak^ 
believe secrecy, as has been sought to be 
dune through the agency of the State 
Bank, and that, too, in Bombay alone. 
I'he best market strategy would-be to 
authorise the Reserve Bank to conduct 
open market operations in silver, both on 
it.s own investment account and as agent 
to government, just as it does for govern¬ 
ment seciiritie.s. 

* Ik A 

The communal riots in Nagpur which 
started on the 9th and continued for five 
days were perhaps the most serious, in 
terms of loss of life, since those in Ranchi 
last year in which at least ISS people were 
butchered. Communal violence had also 
erupted in Aurangabad a few days earlier, 
but it was contained before it had claim¬ 
ed many lives by timely and firm action 
by the authorities... Even as reports of 
the riots were still appearing in the news¬ 
papers, the union home ministry, as if to 
show its concern, gave out to the press 
the text of a paper prepared by it for the 
meeting of the reactivated National In¬ 
tegration Council in Srinagar on the 
20th. In it the ministry claims that as part 
of its efforts to curb communalism, it has 
urged state governments to undertake 
“quick investigation and speedy trial of 
all ca.ses arising out of communal distur¬ 
bances. .But in how many cases have 
quick investigation and speedy prosecu¬ 
tion actually materialised? How many, 
for instance, were prosecuted in connec¬ 
tion with the Ranchi riots? 

w * * ‘ 

Used to bewailing its lot even in 
normal times, the cotton mill industry 
has this year a sadder tale of woe to nar¬ 
rate. .. What the industry needs is a 
strong hand to deal with its weak units— 
a problem which... government pro¬ 
poses to mishandle through the Cotton 
Textile Compaiues (Management of 
Undertakings and Liquidation or Re¬ 
construction) Act, 1967. If the industry 
is to become healthy, a number ofunits 
would have to be saapped and many 
others merged under compulsion with 
stronger, well managed units. 
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STATISTICS 


^ftu'^ation (per cent) 


Index Numben of Whuleaale Prioea 


Latest 

Over 

Over 

Over 





(1970-71 = 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



(28-3-88) 

Month 

%ar 

26. 1988. 86-87** 

85-86* * 

84-85 

83-84 

All Commodities 

1000 

423.1 

— 

8.2 

1.3 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

397.9 

-0.4 

8.8 

I.l 

5.7 

2.1 

4.8 

11.0 

Food Articles 

298 

386.6 

-0.2 

8.1 

1.5 

7.2 

7.9 

6.4 

13.3 

Non-food Articles 

106 

391.2 

-1.2 

12.7 

0.2 

6.7 

-10.3 

-2.3 

15.1 

Fuel, Power, Light and Lubricants 

83 

668.0 

-0.1 

5.5 

— 

6.7 

11.9 

2.6 

7.6 

Manufactured Products 

499 

402,7 

0.3 

8.4 

1.8 

4.7 

7.2 

6.0 

8.7 






Variation (per cent) 



Coat of Living Index 


Latest 

"Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1987 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers 1960 - 100 

753^ 

0.5 

9.8 

9.8 

8.7 

6.5 

6.4 

I2!6 

For Urban Non-Manual Employees 1984-83 = 100 

128- 

— 

9.4 

9.4 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labuuicrs July 60 to 

633^ 

-0.3 

14,3 

14.3 

4.8 

4.8 

0.2 

11.4 

June 61 - 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Ovei 

Over 






Unit 

Week 

Last 

La.st 

March 

In 

In 

In 

In 


(20-3-1988) 

Month 

Year 

25, 1988 1 

86-87* • 

85-86* ’ 

84-85 

83-84 

Money Supply (Mj) 

Rs crore 

1,66,544 

1,857 

23,122 

4,528 

21.627 

14,423 

16,058 

13.031 



(1.1) 

(16.1) 

(2.8) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Governinetil Sector 

Rs crore 

89,390 

2,057 

14,016 

5.297 

12,822 

6,555 

8,445 

5,757 

Bank Credit to Commercial Sector 

Rs crore 

1,05,625 

893 

12.673 

1.497 

10,576 

10.963 

10,809 

8,830 

Net Foreign Exch Assets of Banking Sector 

Rs crore 

5,102 

-525 

657 

-296 

1,251 

13 

1,419 

104 

Deposit of Scheduled Commercial Banks 

Rs crore 

1,19,812 

973 

17,067 

2,230 

16,723 

13,160 

11,519 

8,550 




(0.8) 

(16.6) 

(1.9) 

(19.6) 

(18.2) 

119.0) 

(16.4) 

Foreign E.\change Asset.s»* 

Rs crore 

6,681 

-365 

- 512 

-457 

604 

197 

1,319 

1,233 







(0.8) 

(24.0) 

(28.9) 


Index Numbera of Induatrial 

Weights 

l.atcsi 








Production 


Month 



Variation (per cent) 



(1980-81 - 100) 


(March) 


.. 

In 


In 

In 

In 



1987 

1986-87 

1985-86 1984-85 1983-84 1982-83 

'981-82 

Oeneral Ihdcx 

100.0 

I88.S 

8.9 

8.7 

8.6 


6.7 

3.2 

9.3 

Basic Industries 

.79.4 

196,5 

9.4 

6.8 

II.I 


5.9 

7.0 

0.9 

Capital Goods Industries 

16.4 

242.7 

18.2 

10.6 

2,9 

11.8 

3.7 

6.7 

Intermediate Goods Industries 

20.3 

146.6 

4.3 

t.5 

9.6 

— 

•8.5 

21.2 

3.7 

Consumer Goods Industiics 

2.7.6 

173.8 

.5.3 

12.5 

7.2 


1.6 

-1.5 

13.7 

Durable Goods 

2.6 

282.6 

19.5 

18.7 

21.6 

16.1 

9.4 

10.6 

Non-Durable Goods 

21.0 

160.6 

2.6 

11.4 

5.0 

- 

0.4 

-2.8 

14.1 

Foreign IVade 

Unit 

Latest 

Cumulative for* 








Month 

' “ ’■** “■' 

__ — 








(Feb 88) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports 

Rs emte 

1,717 

13.939 

11,243 

12,550 

11,012 

11.855 

9,872 

8,908 






(14.0) 

(-7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

1.769 

19,880 

17,905 

20,063 

19.766 

17,173 

15,763 

14,356 






(1.5) 

(15.1) 

(8.9) 

(9.8) 

(5;0) 

Balance of Trade 

Rs crore 

• 452 

5,941 

6,662 

7,5)3 

8,754 

5,318 

5,891 

5,448 

Employment Exchange Statiatica 

Unit 

Latest 

Cumulative for* 








ivio iiin 

(Dec 87) 

1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Registers 

Thousand 

30.247 

30,247 

30,131 

30.131 

26,270 

24.861 

23,034 

19,753 

(os at end of period) 



(0.4) 

(14.7) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

492 

5,465 

5,473 

5,473 

5,824 

6,220 

6,756 

5,862 




(-0.2) 

(-6.0) 

(-6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-6.6) 

Number of VncaiKies Notified 

Thousand 

36 

621 

616 

616 

683 

707 

827 

820 




(0.8) 

( -10.0) 

{ -10.0) 

(-3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

35 

360 

356 

356 

388 

407 

486 

474 




(1.1) 

(-8.2) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Is^come 

Unit 

1986-87* ‘ 

1985-86** 

1984-85* 

1983-84* 

1982-83® 

' 1981-82* 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,384 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Cross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita.lncome (1980-81 prices) 

Rupees 

2,973 

2,721 

775 

764 

721 

720 

1,627 

664 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

s- Upto latnt month for which data are available. 

Provisional data. 

Relate to 197(1-71 prices. 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript* indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


texmaco 

Wkleiiiiig Product Range 

TEXMACO has shown a small imprm'e- 
ment in its working during 1987. Gross 
profit has increased from previous year’s 
Rs 26 lakh to Rs 119 lakh following rise 
in turnover from Rs 75.07 crore to 
Rs 95.07 crore. The entire profit has been 
set aside towards provision for deprecia- 
tion. Unprovided deineciation up to 1987 
amounts to Rs 17.32 crore, including 
Rs 7.08 crore for the year. Further, 
depreciation on increased amount due to 
re^uation has not been adjusted from 
revaluation reserve amounting to Rs 170 
lakh including Rs 87 lakh for the year. 

The directors .say that working results 
would have been substantially better but 
for the prolonged and massive power cuts 
at the cement plant in Andhra Pradesh 
and gross under-utilisation of capacity in 
the textile machinery division due to con¬ 
tinuing sick state of the textile industry. 
The overall performance of the engineer¬ 
ing division was .satisfactory and that of 
the rolling stock division w'as once again 
the best in the industry. There was a inark- 

The Week's CoiApaiiies 


^ improvement in production and sales 
in the steel structural division. The boiler 
and pressure vessel division maiiuained 
production aiid achieved significantly bet¬ 
ter sales. 

TTie company has entered into tecimicai 
collaboration for manufacture of fluidi.sed 
bed combustion shell boilers with Wall- 
send Boilers, UK, and for FBC water tube 
boilers with Combustion Systems. UK. 
The company has also entered into a 
technical collaboration with world 
renowned Walkers of Australia for 
manufacture of modern large size milling 
plants, which are expected to be the best 
in the Indian market. The acti\ ities of the 
road roller division are intended to be 
broad-based and the company is seeking 
an indu.strial.licence for manufacture of 
vibratory compaction equipment. Mean¬ 
while, the company has received a Iciur 
of intent for manufacture of bituminous 
and concrete construction equipment. The 
activity in the forklift division is picking 
up. The steel foundry division took up 
production of modern freight bogies in 
CO operation with Standard Car and 
Truck Company, USA, under an older 

f/f.v LtiA/iJ 


Tesjiwco Pfizer BA.SI- India 



Lalcvl Vi*ar 

last Ycai 

latest Yrai 

last Year 

Latest Year 

last Ycdi 


31 12-87 

31 12-86 

.3(1-11 87 

.30-11 86 

31-12-87 

31 12.86 

Paid-up Capital 

228 

228 

1172 

1172 

301 

301 

Reserves 

4627 

4590 

1565 

1622 

1377 

12.32 

Borrow! ags 

11386 

10742 

408 

657 

1866 

1867 

oj which Term Born)wing.s 

504S 

5039 

- 

— 

596 

638 

Gross fixed assets 

Net* fixed assets 

17481 

17277 

2516 

2497 

2686 

2599 

13602 

1.3573 

1263 

1.344 

1307 

1412 

Investments 

24 

31 

2 

2 

7 

22 

Current liabilities 

4011 

4279 

1040 

1062 

894 

866 

Current assets 

6625 

6235 

2919 

3167 

3100 

2792 

Stocks 

2974 

3161 

1495 

1817 

982 

1028 

Book debts 

2919 

2150 

561 

592 

1669 

1361 

Net sales 

9507 

7507 

6667 

6089 

5075 

4158 

Othn^ income 

451 

382 

98 

76 

41 

.39 

Raw material costs 

3070 

2116 

2994 

2745 

2499 

2224 

Wages 

2037 

1690 

1683 

1580 

499 

461 

Interest 

1382 

1282 

81 

91 

294 

290 

Gross profit (-rl/loss (-) 

119 

26 

291 

235 

626 

.360 

Depreciation provision 

119 

26 

157 

153 

2nCi 

199 

Ihx Provision 

— 

— 

102 

48 

220 

38 

N« profit (+ >/Ioss( -) 

__ 


32 

34 

206 

123 

Investment allowance reserve 

— 

— 

— 

— 

1 

10 

Hansfer to reserves 

— 

— 

— 

— 

147 

60 

Dividend 

Amount P 

. 


_ 


2 

2 

E 

— 

— 

117 

117 

56 

51 

(per cent) P 

— 

— 

— 

— 

9.50 

9.50 

E 

— 

— 

10 

10 

20 

18 

Cover (times) 

— 


0.27 

0.29 

3.64 

2.37 

Artfos (per cent) 

Qtou profit/sales 

1.25 

0.34 

4.36 

3,86 

i2.33 

8.66 

Net profit/capital employed 


— 

1.17 

1.21 

12.28 

8.02 

Inventories/sries 

31.28 

42.11 

22.42 

29.84 

19.33 

24.72 

i^kges/sales 

21.42 

22.51 

25.24 

25.94 

9.83 

11.09 


secured in a global tender of Indian 
railways. The capacity utilisation in the 
textile machinery division continues to be 
barely 25 per cent. The management is 
shifting the focus to the export market. 
The company is having a dialogue with 
its collaborators for a suitable tie-up for 
third country exports. Meanwhile, 
response in international markets to the 
latest generation of spinning machinery 
being produced by the company has been 
higlily encouraging The working arrange¬ 
ment with Uppci Ganges Sugar add In¬ 
dustries for operation of spinning and 
processing division.s of Birla Textiles and 
four ginning and pressing factories has 
been extended for five years from July 1, 
198". The working of the .shipping divi¬ 
sion, uliich remained depressed over the 
years, is now expected to .show a signifi¬ 
cant impiovemcnt in the current year. 

PHZI.R 

Pricing Probk‘ms 

Hl-'lZl-R has shown improved working 
resiilis foi 1986-87 w ith a gross profit of 
Rs 2.91 eiore against Rs 2.35 crore in the 
previous year following a turnover of 
R,s eroie against Rs 60.89 crore. 
These (iguies also reflect a small rise in 
gross margins. With the tax liability claim¬ 
ing more, net profit is slighi ly lower at Rs 
32 lakh than previous year's Rs 34 lakh. 
The rceommended unchanged dividend of 
10 pci cent is thus again short-earned. 

Manufacturing o|>erations at Thane 
continued at satisfactory levels, the basic 
manuluetuitiig facilities at Chandigarh 
operaied at high efficiency levels and the 
new plant at Kalyani also worked to 
capacity. Market performance of the com¬ 
pany's range of pharmaceutical products 
has been satisfactory and many of these 
are market leaders in rbeir respective 
eateguncs. In the area of animal health 
products the company continues to enjoy 
a high reputation in the market and a 15 
per cent growth iii .sales was achieved 
during the year. 

Commenting on the drug pricing, the 
directors say that most of the company’s 
ptoducis fall in C'aiegory II and continue 
to be under price control. The implemen¬ 
tation of the new DFCO was dela^d on 
account of a number of practical pro¬ 
blems, particularly the trade mar^n issue. 
The company virtually did not get any 
price increases during the year. The revised 
prices under the new DPCO are being 
announced in a phased mminer. The direc¬ 
tors feel that with the implementation of 
the new DPCO, the company’s perfor¬ 
mance should be better. The matter of the 
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Pfizer Corporation’s application to the 
RBI under. Section I9(5> of FERA for 
disinvestment of 20 per (xnt sharehoiding 
out of 60 per cent held by it is still pending 
with the government. 

BASF INDIA 

Uptrend in Leather 
Chemicals 

BASF INDIA has fared very well during 
1987. Sales, profits and margins are all 
higher compared to the previous year. The 
directors have not only raised dividend 
distribution from 18 to 20 per cent but 
also recommended issue of bonus shares 
in the proportion of one bonus share for 
every two existing equity shares held. 
Gross proflt expand^ from previous 
year’s Rs 3.60 crorc to Rs 6.26 crore 
following increase in sales from Rs 41.58 
crore to Rs 50.75 crore reflecting a sizeable 
widening of profit margins. These good 
results are attributed mainly to improved 
capacity utilisation both at Thane and 
Bokaro factories and the significant turn 
round of leather chemicals business. The 
financial performance of other activities 
was satisfactory, although agrochemicals 
business was adversely affected by the 
prevalent drought. The company has 
established a well-equipped environmen¬ 
tal control laboratory which is now 
recognised as .standard laboratory by the 
Maharashtra Pollution Control Board. In 
R and D facilities, the company has suc¬ 
cessfully developed a very effective floc¬ 
culating agent'for treatment of effluent. 

TATA UNISYS 

Changes in Tax Law 

TATA UNISYS has reported revenues of 
Rs 9.33 crore for the first four months of 
1988 as against Rs 6.53 crore of the cor¬ 
responding period last year. Chairman 
M H Mody hopes that extensive cost con¬ 
trol measures introduced during the year 
will yield higher profits. Last year, the 
company’s revenues amounted to Rs 27,12 
crore against Rs 19.91 crore and foreign 
exchange earnings Rs 22.30 crorc against 
Rs 18.22 crore.-But there was a drop in 
profits due to a variety of reasons such 
as general increase in costs, imposition of 
travel tax of IS per cent on exchange 
released for overseas allowances, increased 
competition in software services and 
failure to achieve sales targets for the 
Supermicto B-2S made in Goa. Besides, 
acquisition of skills and resources 
necessary to service equipment made by 
the Sperry organisation, now under the 
company’s purview, led to a temporary fall 
in profits. 

The company, according to Mody, is to¬ 


day the largest applications software ' 
development centre outside the US serving 
Unisys. He is confident the company will 
double its software export business by 
1990. He points out that some legislative 
changes are required to accommodate the 
needs of the computer software industry 
which require government’s attention. 
These relate to changes in the income-tax 
law. to treat as a sale what in the software 
industry is described as a licence.>This is 
done in order to protect against the 
unauthorised copying and piracy. There 
is also a need to amend the Contract Act 
to permit unsigned contracts which come 
into operation on the breaking open of the 
shrink wrap packing on software 
packages. 

VARUN SHIPPING 

Public issue 

VARUN SHIPPING is making « public 
issue of equity shares to raise additional 
finance of Rs 5 crore, primarily to improve 
its debt: equity ratio to a level which is 
more in line with the norms acceptable to 
financial institutions keeping in mind the 
huge expansion programme ju.sl com¬ 
pleted. It is propo.sed to offer out of the 
issue shares to the existing shareholders 
of the company by way of preferential 
allotment in the ratio of 1:1, subject to the 
permission of the Controller of Capital 
Issues. The company’s first public issue 
in 1986 had received very good response 
when the issue to Indian public was over¬ 
subscribed by more than eight times. The 
management feels that with a consistent 
dividend record of 20 per cent for the past 
four years, the company can look forward 
to an equally satisfactory response to the 
proposed issue which is likely to open 
some time in July this year. 

RAMA PETROCHEMICALS 

Methanol Project on 
Stream 

RAMA PETROCHEMICALS has com¬ 
missioned its Rs 36 crore methanol pro¬ 
ject with a capacity of 50,000 tonnes per 
annum at Patalganga in Maharashtra. Ac¬ 
cording to PI Firasta, director of the com¬ 
pany. a turnover of Rs 5 crore has been 
achieved within a short space of time since 
the commencement of production. 
Methanol is a vital industrial product with 
multiple end-uses and very much in de¬ 
mand in diverse industries ranging from 
DMT, drugs, pesticides, formaldehyde, 
fertilisers-and the manufacture of several 
other chemicals. Its demand has been 
estimated at 1,70,000 tonnes per annum, 
against which production is only 1,20,000 
tonnes and the gap is being covered by im- 


' ports it A total expenditure of Re 15>17 
crore annuaHy. the comndMioning 
of this plant the country udll be indepen¬ 
dent of methanol imports and the ctmi- 
pany’s proposed scheme of etpanrion will 
meet future demand adequat^. The plant 
has a feedstock flexibility of using either 
naphtha or natural gas. The ‘zero power 
concept’ eliminates the dependence on ex¬ 
ternal power with the aid of the process 
plant which has a twin benefit of contain¬ 
ing production cost and also conserving 
energy. The company is holding a re- 
endorsed licence capacity of one lakh 
TPA to produce methanol. Plants are 
under way to expand the capacity. The 
company has further identified the 
downstream projects to diversify into 
related fields. 


IN THE CAPITAL MARKET 

India Glycols 

INDIA GLYCOLS, promoted by Vsm 
Organic Chemicals, is coming out with 
a public issue of 1.35 crore equity shares 
of Rs 10 each for cash at par to finance 
its project for manufacture of mono¬ 
ethylene glycol (MEG) at Kashipur^n 
Nainital district of UP. The issue opens 
on July 9 for NRIs while the subscrip¬ 
tion list for the Indian public opeiu on 
July 11. The shares will be listed on the 
stock exchanges at Bombay, Delhi, 
Ahmedabad, Calcutta and Kmpur. 

Out of the total issue, IS lakh shares 
arid 7.5 lakh shares have been reserved 
for UTI and SBl Capital Market, respec¬ 
tively. About 30 lakh shares halve been 
reserved for preferential allotment to 
NRIs and 10 lakh shares for farmers and 
rural investors. The rest is offered to the 
public. 

According to M L Bhartia, chairman 
of the company, the cost of the project 
of Rs 87.50 crore is being met ^ pro¬ 
moters’ contribution (Rs 10.97 crore), 
public issue (Rs 13.53 crore), rupee loatu 
(Rs 47.70 crore), foreign currency loan 
(Rs 15.05 crore) and central subsidy 
(Rs 25 lakh). 

The ptesoit installed capacity of MEG 
in the country is only 23,500 toimes per 
armum and the country is importing 
more than 50,000 toimes. The company 
will not therefore find any difficulty in 
marketing its products. According to 
Bhartia, in the first year (1989-90), the 
company is expect to achieve a 
turnover of Rs 40 crore with a inofit of 
Rs 10 crore at 100 per cent capacity 
utilisation. The managemem'is hopeftii 
of paying dividend in the second year. 
Kashipur is a backward area eligible for 
concessional finance, central subsidy and 
other benefits, includSng sales tax exemp¬ 
tion for seven years. 
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INTERNATIONAL AFFAIRS 


Why Margaret Thatcher Wants 
Religion 

GPI) 

Margaret Thatcher’s recent address to the General Assembly of 
the Church of Scotland, which she herself described as having 
been her "most important speech", was clearly intended to show 
the non-Christian and non-white citizens of Britain their place. 


“PEOPLE with other faiths and cultures 
have always been welcomed in our land, 
assured of equality under the law... 
There is absolutely nothing incompatible 
between this and our desire to main¬ 
tain ... our own identity... There is no 
place for racial or religious intolerance in 
our creed!' You might think that this is a 
quotation from Ciuru Golwalkar or 
Deoras (of the KSS). And indeed they 
have said similar things on more than one 
occasion. But this quotation is not from 
them. It is from Margaret Thatcher, from 
what she herself described as her “most 
important speech”. She was speaking to 
the General Assembly of the Church of 
Scotland. 

This must be one of those very few oc¬ 
casions when the Biiiish prime ininisiei 
has spoken (also) as a chri.stian and, 
without saying it in so many words, as a 
white. The speech was clearly intended to 
show the non-christian and non-white 
citizens of Britain theii place. It was also 
intended to remind es'etyone concerned of 
the diitinciion between what belongs to 
the church and what belongs to Caesar 
It is one thing to let the church play a big 
role in eastern E-uropc and quite another 
to let it do .so in western Furope. When 
the Solidarity agitation was going on in 
all earnest we recall the con.servative West 
German daily I'runk/iirter A/Igt’itieinc 
carrying two articles. One was about the 
Polish establishment's attitude towards the 
Polish working cla.ss>. The ot her was on the 
unreasonable attitude of the l-.nglish 
working class. Both thcarticles-appcared 
on the same day and if out memory does 
not fail us iltey appeared on the same 
page. Anyway, I'hatchcr has decided that, 
unlike in Poland, control by the state of 
all religious activities is the law. let the 
Pope go 10 Warsaw or wherever he likes 
and shed tears over seven or eight while 
dead. His speeches would work not only 
in*Poland. The hope is that the reverbera¬ 
tions of his speeches will dominate eatitern 
Europe. It will probably extend to Asia as 
well. This Pope has been as much of a 
fundiftnentalist as Khomeini has been, ex¬ 
cept that not much gets written on him 
on these lines. The iron lady obviously ad¬ 
mires the church, whether of Scotland or 


of Rome, but v.ould like it to be a .safe dis¬ 
tance away from “we parliamentarians”. 

Having carved out an area for “parlia¬ 
mentarians”, the British PM has made a 
concession too. “We are a nation whose 
ideals arc founded on the Bible” she said 
and added that children at school “are 
given adequate instruction in the part 
which the Judaic-christian tradition has 
played in moulding our laws, manners and 
institutions". It is amazing but true how 
the nineteenth century view of religion a.s 
opium is being found useful all over again. 
The difference however is that Margaret 
Thatcher would not herself call it opium. 
She would rather use it as such. But then 
that was picci.sely the point which the 
nineteenth century view was making. Was 
it not? 

Margaret Thatcher left nobody m 
doubt why she " anted religion. It is a bit 
like Gandhi. In the debates over Gandhi 
much writing has been done on discuss- 
mg how ‘Hindu’ he happened to be and 
to what consequences and so on. One 
aspect of his formulation remains forever 
ignored. Modern historiography in India 
has stuck to the beaten track. This might 
esplam whv such apsccts of his thought 
luive been ignoivd .Anyway, what Gandhi 
attempted—.something Tilak and Ranade 
had attempted earlier -was to incorporate 
the idea of labour in Indian metaphysics. 
They were obviously preparing the ideo¬ 
logical basis for the India bourgeoisie. 
Margaret Thatcher has taken a leaf out 
of Indian history as it were. She is trying 
to do the same- of course, in vastly dif¬ 
ferent circumstances. 

Margaret Thatcher wants “a proper at¬ 
titude to work and principles to shape 
economic and social life”. This attitude, 
the prime minister is clear, can come from 
“taking together key elements from the 
Old and New Testaments”. She could not 
have been more explicit than this. This 
statement appears a pale copy of Tilak's 
attempt at seeking ‘Karma Yoga’ from the 
Gila or Gandhi’s view of the same book 
as ‘Anasakti Yoga’. The similarity consists 
in taking a certain attitude towards labour 
and rationalising or justifying it in terms 
of religious texts. Margaret Thatcher’s at¬ 
tempts should give out some clues to our 


historiography about why the ‘revivalists’ 
were doing what they were doing. In short 
the problem was not one of ’reviving’ 
anything. It was one of ordering the 
present. 

In case of Margaret Thatcher, this at¬ 
tempt is being made at a time the working 
class has virtually lost out in Britain. In 
proportion to the decline of Britain as an 
economic power, intolerance and repres¬ 
sion there have gone up. Equally the com¬ 
pulsion to rationalise them in terms of 
sacred texts. “If a man will not work he 
shall not eat”, Margaret Thatcher quotes 
St Paul approvingly. She does not of 
course say what happens if a man docs 
not find work. Does he eat then? On the 
one side, there is this clear threat, clad of 
course in metaphysical attire. On the other 
side there is the celebration of wealth and 
abundance. 

The Thatcher speech sounds as if it 
were from another time, another era. Its 
anti-working class thrust is crystal-clear. 
It is small wonder that she has described 
it as the most important speech she has 
ever made. Obviously she wanted to use 
the pulpit to make semi-philo.sophical 
noises. The.se noises have been “short, 
brutish and nasty”. The woi kers and the 
minorities have been clearly warned in this 
“short, brutish and nasty” speech. 

It is quite a coincidence that Margaret 
Thatchci has got into this mood in the 
yeai of out grace 1988. This happens to 
be the four hundredth birth anniversary 
year of Hobbes. ‘Short, brutish and nasty’ 
is, in fact, Hobbes' phrase. Gakshoit has 
described Hobbes as the most modern 
and the greatest political philosopher 
hiiglandcvci piodiieed. He certainly was 
the only one. Margaret Thatcher is deter¬ 
mined to prove his modernity. Hvvbbes’ 
.solution was a strong state. Margaret 
1 hatcher, now in her third term as prime 
minisiei. has been trying to create a strong 
.state herself. T hat involves being ‘brutish 
and nasty’ to the workers and the 
minorities. She has done that and done 
so from the pulpit. 

TWO MEDIEVAI. 
MERCHANT GUILDS OF 
SOUTH INDIA 

by 

Meera Abraham 

1V8K. Royal Kvo, 27.tp, Rs.2(Kl 

MANOHAR PUBLICATIONS 
I Ansari Road, Daryaganj 
New Delhi 11(NX)2 
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CAPITALSCOPE 


Election Wars, Mini, Midi, Maxi 

Bhabani Sen Gupta 


In all probability the opposition will not capture power in 1989. 
But it can and must snatch away at least two Hindi belt states 
from the loosening jaws of the ruling party while defending its 
existing domains at the state level. The mini election war of 
June 16 will show if there is a mood of refusal abroad in the 
country with respect to the ruling party. 


ON Thursday, June 16, will be fought what 
the press has described as a mini election 
war--with seven parliamentary by-elec¬ 
tions. all for seats held by the Congress(I) 
in December 1984, and eight by-elections 
to state assemblies. A good majority of 
these by-elections are to be held in the 
Hindi belt, the domain of the ruling party. 
In the maxi election war over 500 Lok 
Sabha seats are contested by the political 
parties. Midi election wars are fought 
when a single state goes to the polls, as 
did Haryana, or even a cluster of states 
as in the case of Tripura. Meghalaya and 
Nagaland. In the several midi wars fought 
since the maxi war of December 1984, the 
opposition parties drew virtually even with 
the ruling Congress(l). The mini election 
war of June 16 is being fought just about 
18 months before the scheduled date for 
the next maxi war. The mini war has there¬ 
fore created more than normal interest 
among observers of the political scene. 
The electorate's verdict—the strength of 
the electorate is about one crore—may in¬ 
dicate whither blows the electoral wind. 
And yield more than casual glimpses of 
the minds and moods of that ever-elusive 
phenomenon in a democracy: the voter. 

“Unhappy the general who comes on 
the field of battle with a system)’ declared 
Napoleon I. If that maxim be true, none 
of the major contenders need to feel 
unhappy in today’s mini electoral war. 
None has gone to it with a system. The 
ruling party is of course fighting to de¬ 
fend its chaotically functional, at times, 
dysfunctional, system. Madness is the 
method, as Marshall McLuhan said, the 
medium is the message. On trial', it is said, 
arc four Congress(l) chief ministers 
because in their states—Uttar Pradesh, 
Madhya Pradesh, Rajasthan and 
Gujarat—if candidates of the ruling party 
go down in the war, the future of the CMs 
will come under dark shadows. Amongst 
these four, Ar jun Singh, chief minister of 
Madhya Pradesh, who was once known 
as the man who pleased everyone or at 
least tried to, but is now known as the 
man who seems to be unable to please 
anyone but his own cohort of chamchas, 
happens to he a candidate himself. If he 


is defeated in Kharsia constituency of 
Raigarh district by a fellow ex-raja 
fighting under the banner of BJP, that 
may well be the end of his quite eventful 
political career. It is not likely to happen, 
although his predecessor in Madhya 
Pradesh, Moti Lai Vora, and his former 
colleague at the centre, Madhav Rao Scin- 
dia, arc said t'o be either working behind 
the scenes for his political demise or not 
working for his political longevity. (How 
many cx-maharajas and rajas arc now in 
politics, a majority of them in Congress(I) 
attire, and how heroically do they defend 
and advance the cause of Rajiv Gandhi's 
democracy for the affluent!) 

The four Congress(I) chief ministers 
had virtually no hand in selecting the 
party candidates. How can they be held 
responsible for their victory or defeat? 
They are not the party chiefs in their 
respective .states. They can—and will— 
mobilise a lot of government resources to 
help their party candidates campaign in 
the states, even though under the law they 
mustn’t. But they won’t be able to mobilise 
the greatest resource—good govern¬ 
ment—that might have ensured their can¬ 
didates’ victory. Indeed, Uttar Pradesh, 
Raja.sthan and Madhya Pradesh happen 
to be three of the worst governed states 
in India, competing with one another for 
the ignominy of poverty, mass illiteracy 
and child mortality. Farooq Abdullah, 
whom the /ndian Express Finds in the pro¬ 
cess of ‘Bamalisation’, that is, being made 
a puppet of Delhi, will surely be accused 
by such Congre.s$men as still claim to exist 
in Jammu and Kashmir of having sabo¬ 
taged the chances of the Congress(l) can¬ 
didate from the Lok Sabha constituency 
of Udhampur, should this gentleman be 
felled in the mini war of June 16. Devi Lai, 
the maveric star in the Indian political 
horizon, will not be more thah scratched 
if he loses both F^ridabad and Sirsa, 
which he won’t. On the other hand, the 
brotherly enemies of Amarsinh 
Choudhary in Gujarat and Stuv Charan 
Mathur of Rajasthan will unheathe their 
daggers if the Congress(I) candidates can¬ 
not win in their respective states. 

If the ruling party has entered any mini- 


field without any system whatsoever, 
it is in Allahabad. Here, ranking party 
spokesmen had long ago verbally nomi¬ 
nated Amitabh Bachan as the party can¬ 
didate Uie film star had resignra from the 
Lok Sabha in July 1987 on orders from 
the prime minister because of the flak that 
collected to his and his brother Ajitabh’s 
names in connection with the siphoning 
off of large sums of money to Swiss 
banks. With the prime minister’s consis¬ 
tent support to both Bachan brothers— 
perhaps a sign of his strong sense of 
loyalty to old friends—Rajiv Gandhi and 
Amitabh Bachan were held up by opposi¬ 
tion politicians, especially by the Jan 
Morcha leader, Vishwa Nath Pratap 
Singh, as symbols of corruption in high 
political offices. 

V P Singh announced at a very early 
stage of the by-elections that if Amitabh 
stood for reelection as the Congress(I) 
candidate, he would take him on, and the 
Allahabad by-election would be a kind of 
referendum on Rajiv Gandhi’s moral im¬ 
age. If the prime minister had made it 
clear that, having resigned from the Lok 
Sabha under his instruction, Amitabh 
would not be .set up again as the party 
candidate, he might have escaped a major 
political embarrassment. Instead, men Ukc 
Gulam Nabi Azad and Sita Ram Kesari 
went on suggesting that the film star 
would indeed be the Congress(I) can¬ 
didate. A situation was created in which 
Rajiv Gandhi had to loose both ends. If 
Bachan were nominated and defeated by 

V P Singh, it would be seen by the peo¬ 
ple as the prime minister’s personal defeat. 
If Bachan were not nominated, many peo¬ 
ple would be persuaded that the prime 
minister shied away from a contest with 
his erstwhile finance and defence minister, 
who had been carrying out for well over 
a year a relentless campaign against Rajiv 
Gandhi for massive corruption. In the 
end, the man the Congre.ss(I) chose to face 

V P Singh was Sunil Shastri, son of the 
late prime minister Lai Bahadur Shastri. 
Sunil Shastri h&s resigned from the UP 
cabinet after the exit of V P Singh from 
the government of Rajiv Gandhi, and was 
on the verge of joining the Jan Morcha 
when he was dissuaded by his brother 
Hari Shastri who is now a junior member 
of the union council of ministers. Sunil 
Shastri is virtually the bete noir of the UP 
chief minister Bir Bahadur Singh, who is 
supposed to campaign for him and whose 
political future may depend on Sunil’s vic¬ 
tory or defeat. If this is not theatre of the 
absurd, what is? 

Whatever the results of the mini elec¬ 
tion war, a certain pattern of electoral 
endeavours seems to have taken shape in 
preparation for the maxi war that is not 
far off. ITie generalissimo of the ruling 
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party got down to extensive consultation 
with disb’ict Congress committee for 
choosing party nominees. It is not clear 
if the norninees of the district committees 
really got' the nomination, but there are 
signs that the so-called high command has 
realised that low commands can be ig¬ 
nored only at grave peril to the party's 
electoral fortunes. The problem, however, 
is that the district-lewl party bodies are 
as much faction ridden as are the upper 
ones, and that the factions, like the Indian 
castes and sub-castes, have vertical as well 
as horizontal linkages in each state. 

Which means that those who are 
favoured with nominations immediately 
become the target of conspiratorial at¬ 
tacks by those that are not, thereby 
creating a byzantine atmosphere within 
the vast space still occupied by the Con¬ 
gress party. The ‘high command’ sends 
out observers and co-ordinators to sort 
out things, but these fellows themselves 
are meshed in the suffocating webs of fac¬ 
tions. and in any case, so totally and 
tragically bereft arc they of political 
leadership timbre that their interventions 
often prove to be nothing more than rip¬ 
ples in a .stagnant pound. In short, Rajiv 
Gandhi has not succeeded at all in ac¬ 
tivating the di.strict committees and 
through them the grassroot worl^rs. How 
this tells on the fortunes of his candidates 
will be seen even in the results of the mini 
election war. 

A second trend that seems to have 
emerged in the ruling party also deserves 
particular attention. The wishes of the 
supremo are no longer laws for the vast 
arrays of silent leaders—the silent majori¬ 
ty in the Congress. If press reports are to 
lie believed, Gandhi did wish until the last 
minute that Amitabh Bachan be his par¬ 
ty’s candidate to take on V P Singh. This 
seems to be true to the character of Rajiv 
Gandhi; he combines an arrogance with 
a loyalty for friends and a natural reflect 
to give a fight to the challenger. Bachan 
was of course the only candidate who 
might have won the Allahabad seat, and 
Gandhi, left to himself, would probably 
have taken that risk if only because it had 
an outside chance of crushing his main 
political rival. 

However, the silent majority in the par¬ 
ty asserted itself to scuttle the supremo’s 
wish. Congressmen in Uttar Pradesh .saw 
the Bachan fans’ association to be a rival 
oiganisation; if the association were 
allowed to run away with the beauty 
qheen’s crown of a dramatic election vic¬ 
tory of tremendous political import, it 
might, between now and the maxi war, 
usurp the position occupied by the official 
Congress(l) in UP. That would have given 
the party in the country’s largest state a 
truly lumpen character and reduced the 
influence of entrenched party men and 
women to bones and ashes. Amitabh 


Bachan therefore failed to get the support 
of the UP Congress for his nomination. 

The silent majority in the party’s Delhi 
headquarter also turned against Rajiv 
Gandhi’s wish. At more than one meeting 
of party leaders, the response to the nam¬ 
ing of Amitabh Bachan met with stony 
silence from the vast majority of those 
prewnt, and among them were senior 
cabinet ministers and members of parlia¬ 
ment. Rajiv Gandhi then reportedly turn¬ 
ed to old warhorses like Kamalapati 
TVipathi and Umashankar Dixit; they too 
advised him against nominating the film 
star. 

This was the second time in two months 
that the prime minister had to give in to 
the voice of the silent majority in his par¬ 
ty. The first time was when, during the re¬ 
cent spsioti of parliament, the legislation 
enabling the government to impose an 
emergency on the ground of internal 
disturbance had to be restricted to Punjab 
only under strong pressure of powerful 
.segments of Congres.s(l) MPs including 
cabinet ministers. The press is not given 
the names of these men and women who 
have earned the strength to reverse the 
supremo’s decisions or wishes. They are 
themselves »nost leluciant to come out in 
the open. However, it is quite dear noss 
that Rajiv Gandhi’s supremao' in the par¬ 
ty is less supreme than it wa.s before he 
allowed his image to be tarnished by sheer 
mishandling of the arms purchase kick- 
back scandals. 

For the party and the country, this is 
a healthy trend. If only for the rea.son that 
the prime minister’s political mind is still 
III a fluid stage, and his political reflexes 
often betray lack of cornprclicnsion of the 
great complexities of Indian politics. 
Also—and perhaps he i.s unaware of 
this—his leadership has made no impact 
on the vast masses of this land, neither 
on the gigantic youth cohorts. However, 
the assertion by the silent majority ot its 
own preferences does not immunise the 
party to factional in-fighting, which pro¬ 
bably will eat up a good deal of the par¬ 
ty's fortunes in the election wars of today 
and the future 

For the opposition parties, too. the mini 
war of June 16 appears lo have set the 
outlines of the divi.sion of areas amongst 
them in the maxi war of next year. The 
meeting of all opposition party leaders ex¬ 
cept those of the two Communist Parties 
at the Telgugu Desam’s mahanadu in May 
worked out a geographical arrangement 
that would enable the opposition not to 
split the anti-Congress vote more than is 
absolutely unavoidable. In the mini war, 
Uttar Pradesh, Rajasthan, and Haryana 
are being left primarily for the Lok Dal 
and Janata; for the general election, Bihar 
may also be added to the list. BJP is 
recognised as the main party in Madhya 
Pradesh. West Bengal is accepted as the 


unquesUoni^le domain of the left front. 
Regional opposition parties will remain 
supreme in Andhra Pradesh, Assam and 
Ihinil Nadu. While this chessboard pat¬ 
tern of opposition array against the Con- 
gress(I) will be under considerable strain 
when efforts are made to extend it to the 
whole country—there are several states in 
which no single opposition party occupies 
a dominant position, such as Maha¬ 
rashtra—it still offers reasonable certain¬ 
ty that in about 400 Lok Sabha consti¬ 
tuencies, there could be straight contests 
between the ruling party and the combin¬ 
ed forces of the main opposition groups. 

The deliberately ambivalent position 
taken for the time being by the CPl(M) 
should not cause a great deal of worry. 
E M S Namboodiripad recently derid^ 
the concept of knocking together a na¬ 
tional front of opposition parties only in 
order to win elections. Unity, in his view, 
must be forged through common struggles 
for shared objectives. This is a politically 
sound piece of argument, but in’a coun¬ 
try like India, it has its obvious limita¬ 
tions. Indeed certain kinds of struggles are 
being waged jointly by the opposition pin- 
tics, and they do have some shared 
political objectives. However, in the con¬ 
tinental imitations of Indian politic.s, with 
no opposition party in.staned in a po.sition 
of vantage in more than one state, elec¬ 
toral unity is (he only means of dislodging 
the Congress!I) from power. Unless this 
dislodgcment takes place, t he democratic 
elements in the Congress(I) will not be 
able to assert themselves against a leader¬ 
ship that has clearly strayed far away from 
the ideology and morality of the organisa¬ 
tion that had fought for and won in¬ 
dependence and laid the foundations of 
the Indian nation-.state. The opposition 
this lime has an advantage it clearly lacked 
in 1977. It has a man who is the naiuial 
prime minister if the opposition gets a 
solid majority in the Lok Sabha. The par¬ 
ties fall into a certain left-centre-right 
syndrome, with the centre much more 
united than before, and more powerful 
than the left and the right. The right is 
also the weakest limb of the syiMrome. A 
coalition of these khichri elements will of 
course be extremely dynamic, but it will 
not be under the tensions with which the 
Janata coalition was born in February 
1977 and which were Us undoing in 1979. 

In all probability, the opposition will 
not capture power in 1989. But it can and 
must snatch away at least two Hindi belt 
states from the loosening jaws of the rul¬ 
ing party and be able to defend its existi^ 
domains at the state level. It must be able 
to offer a strong, powerful and effective 
opposition in parliament. Only then can 
it expect to win the maxi war in 1994-95 
ushering in a new era in Indian politics. 
I The mini war of June 16 will show if there 
is a mood of refuHil abroad in the coun¬ 
try with regard to the ruling party. 
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QSFC CHAIRMAN’S STATEMENT 

HIGHLIGHTS 

4> 1B87 CENTRAL BUDGET REFLECTS 

GOVERNMENTS' PROGRESSIVE FISCAL 
OUTLOOK. DYNAMISM, FREEDOM FROM 
CONVENTIONAL THINKING AND A DEEP 
CONCERN FOR IMPROVING THE SOCIO¬ 
ECONOMIC LOT OF THE POOR 

* GOVERNMENTS DECISION TO REIMBURSE TO 
FERTILIZER UNITS THE 7i0%DIS(7OUNT PAID TO 
FARMERS IS INDICATIVE OF ITS ANKIETY TO 
CONTINUE SUPPORT TO THE FERTILIZER 
INDUSTRY 

S GSFC STANDS ON THE THRESHOLD OF A BIG 
LEAP FORWARD WITH ITS MASSIVE EXPANSION 
AND DIVERSIFICATION PROGRAMME AND 
EMERGES AS A FUl L Y INTEGRA I CD FERTIIIZER 
AND PETROCHEMICAL COMPLEX WITH 
DIVERSE FACETS OF GROWTH IN THE 
CORPORATE WORLD 


lndI 
NEwl 

■ ■■lveheI 
‘"•1 


G QSFC'S EXCELLENCE IN SAFE'. «».■ 
ENVIRONMENTAL CONTROL UADS i 
RECORDS IN PRODUCTIVITY. TURNOj 
PROFIT IN 1987 ' 

G QSFC'S PRODUCT-PLUS PHILOSOFh 
RICH DIVIDENDS IN SPITE OF . 
DROUGHT CONDITIONS IN GUJAK. 
ELSEWHERE IN THE COUNTRY. 

G QSFC'S RS 1.000 CRORE CORPORATE Fu 
WITH A PRODUCT MIX OF PETROCHt 
AND FERTILIZERS WILL ENSURE CONTIN^ 
PROFITABILITY AND PROTECT THE IF ^ 
OF THE shareholders IN FUTURE 
G QSFC'S CEASELESS PURSUIT FOR 

EXCELLENCE CONTINUES TO BRING ' i vErai 
NATIONAL AND INTERNATIONAL r 
EVEN IN 1987 


Ttw MIewIng to Bw twl el the Stal«neni made 
By Shrl H.il PaiMikir, Chairman, Guiarat State 
Faitlixara Company Limited G the Twenty-Six Ih 
Annual Oanaral Mealing ol the Company held 
on 7th June, ISBS at the Ratf alerad Otflca at the 
Company. 

OSFC CHAIRMAN'S STATEMENT 
Ladles and Gentlemen 

Your Company's 26th Annual General Meeting 
oHors me the lirsi aver opportunity In address you as 
Its Chairman and I teel especially privileged to have 
to do so al a lime when your Company stands on the 
Ihreshold of a big iesp forward ttirough one ol lh(> 
massive expansion and diversilicalion programmes 
ever taken up by a Company integrated with diverse 
technologies in the fertitcor and petrochemical 
holds I extend to you my warm welcome on this 
occasion and my sincere thanks tor having spared 
lime to attend this meeting The Okeclors' Reixirl 
and the Audited Statement ot Accounts tor the year 
ended 31 si December. 19B7 have becvi with you lor 
sometime and with youi peimisslon. I take them as 
read 

An Ens of RaiuvaMilon 

One ot the most welcome and positive inihiencos on 
our economy has been the Central Budget 
announced last yeai It retlects one ol the most 
liberal and pragmatic approaches ever shown in our 
country's liscal policy It also symbolises troedom 
from conventional thinking and a deep concern lor 
improving the living standards ol the weaker 
sectxins through a senes ol welfare and growth 
Of lenied measures In my view the budget embodies 
the very essence of the progr essive liscal outlook of 
the Finance Mlnisler and the dynamism and able 
leadership of our Piimc Minister The basic 
approach in the budget has been to emphasize the 
need lor boosting agricultuie, helping the porn and 
generating more employment, investment and 
growth This approach has been well rellecled in 
several schemes announced in the budget No 
doubt, the Finance Minister bad a tough task 
psprrcially in tne ditficult economic environment 
created by the worst drought in many parts ol the 
country and Hoods m some areas However, the 
economy in general demonstrated remarkahip 
resilionce The budget ties pioposod ditterent 
packages ot measures which woud go a king way in 
boosting agricultural productinn, housing 
development and generation ot employment 
oppoitunities Special social welfare measures for 
weaker and vulnerable sections ot the society 
proposed in the budget are indued noteworthy and 
they would cettamly improve their sock) economic 
well being Ot particular mention are the schemes 
for providing lire insurance protection to poor 


Security Fund by LtC to oxianif in:,urance cover to 
prxitpi section ol the socinly and introduction of 
spot lal group insurance scheme.s for the people 
eixjagad in dilleteni occii|iations Considering thrj 
drought situation which lias adversely affi’cti»d the 
niral bconomy. special roliaf by way ot 7'//*, 
dLscouni (X) Urea pnee was amuHinced and this 
would help the farmers to maintain the tempo ol fixid 
production The Government announcemnnl to 
reimburse to the ferlilizei unil.n iho amount of 
disrtiuni paid to the farmers is indeed a we'eome 
decision and your Company deeply appicoiates this 
gesture as it indicates Government's- concern to 
cunliniie ns support to the feMili/er industry which is 
the bullwark ot Itie country s economy A separate 
additional exeni|Xian to the extent ol Rs 3U00 1 tier 
annum under SectiOM IKX given tii rx)vei income 
Iron) dividend is a step in the right diteclinn as it 
would provide the much needed fillip tu investment 
in the coiporale sector The special rnuasiircs 
announrod in the budget to revil.ilise the selected 
industries such as civneiil. Icxtik.'. elec.tionics. 
papei and nylon is a well conceived step and it 
would certairky tone up the geneial health ol these 
sectors 

The Government's recent annrxincemenl ol new 
measures to encouiagc investment in plant and 
rnnchinery by reintroducing the invesliiinnt 
allowance scheme would also be holptui in 
hastening the pace ut growth As per the new 
amendment made in the Incxxne Tax Act, there will 
be a uniform accounting year fw all companies and 
consequently the next financial year of your 
Company will end on 31 si March. 1989 It will be a 
year ol 16 months from tst January, 1986 to 31 si 
March, 1989 

New MlMMonat hi Praducilon 


heartening to nolo that the prod 
Caproladam has been around 120«ti i 
utilisation since January this yeai. 
debottlenocking You will also be happy ii uno., 
the production al the DAP Sikka lini' a 
extremely good It has been working at *di 
100% ol capacity utilisation since .l.mud', 
subioct to the continuous availability cf ir-i.’ 
Phosphoric Acid throughout Itio vt-oi 
prixfiiclion performance is expected to ‘ h 
gixid during the year Your Coiripji j a, 
taxifidenl that the tempo of highraloot|.rudu3 
teitilizers and industrial produdf. will be n ,'U 
throughout the r.iirrrmt yoar. barring iniLw 
cxcuirislani.es 

Excallence In Safety and 
Environmantal Control 

Yuur Ciinipany understands the la.l 
production safely and envirunimni 
complomoiilary to each other Prudtn tiyiiy 
exed without safety and unvironment ai 
highest norms of safely and envroniiien' u 
exist it Itie plants are not well maintained lu 
higli productivity levels I should err^liasu 
that your Oumpany is as much diHtpiy mu' 
abuul the safdy and erivxonment ot the -■ 
around it as it is about the employees Hiohlh 
inception, youi Company has implemenied: 
schWTies to slrongthen the safety app.vrf 
control environniani in and around tne 
complex so that your Company s empliTd 
the villagers around can work with conlidencF 
contribute to productivity and progres', 
respective areas Your Company has '.t vf 
back on spending lor environmental ror.thi 
laiesi among the scheme.s is the establish' 
100-mctre high chiinncy which Vvwii 
pollulion through a widei dispersal ui 'ti" 9^ 
from the Sulptiuric Acid Plant 

New Fealhcre In Ihe Cap 

It will be a matloi of pride lor you that yo,i’ 
has continued its marcli towards oxer 
added new loalhors m its cap from yes' 
keeping with its tradition, your Compti-i 
prestigious national and international . 
acliiRving highest standards of exu 
productivity and safety Your Compac- 
record in the lertilizer industry by wme- 
National Award consecutively tor the No . iyi'' 
best overall performance in ptotijciiii 
Phosphalic fartilBBrs Again your Comp.- 
Ihe much coveted Inlematidnal Award' 
the NNional Safety Council ol the Unni 
AmencB lor the year 1987 for the ma- 
commitment to safely. Your Company h 
Ihe nation's second best productivily p- 
award ol Ihe National Productivily Cou- 
tor the year 1987. It has also won the FA' 


You will be happy to know that your Company, in 
spite ot the glut situation continued ts produdicHi 
uninlenupledly and closeo the year under review 
with a total production ol 813 lac MT s and with an 
aggregate capacky itiiisanon of about 110% al the 
Vadodara ctxnplox In the process new records 
were c.slahlishito during the yeai The DAP Plant 
touched 151% Ol IIS cracky utilisation The 
Phosphoric Acid I’tanI touched a new high ol 160%. 
The Melamine Plant recorded the ever highest 
prnduclion ol 4660 MTs which is about 93% of its 
capacity ikilisation The Nyton-6 Plani added 
another leather to ks cap recording an ever 
highest capacity utilisation of 104% The Purge Gas 
Recovery Plant produced the over highest 17 lac 
cubic melies of Argon gas, which is higher by 27% 
than tho previous year The Caprolactam 
production however, temained al 77% This was 
mainly txteause of the two major shut downs during 
Ihe year, one lor revamping and the other due to 
accidental fiio but ks working dunng the available 
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:OMPANY UNITED 


-esocond consecutive year (or the best 
^la! J Kirmance in production ol nitrogenous 
' nmonia) 

-dT.irno*ir 

’!> share my pleasure with you that your 
parfotmanco during the year was 
This excellent perlormance assumes 
.iiticance in the backgrounii ol severe 
^,1 ..ition in Itie country lor llic Ihiid year in 
adverse conditions such as excessive 
.1 situation and other bottlenecks Your 
ii.tiieved a recoid turnovei ol Rs 357 
j subslantialy higher net prolit during 
I am very happy to mention that your 
.IS a result, has enhanced the dividencl 
■ .aid last year to 30%lhis year even onthe 
, .ipital This R the highest dividend evei 
■V Company in the lertiiizer industry Your 
has been tollowing a product-plus 
, and It IS this product-plus apptoacli 
tiaid rich dividends inspile ol severulv 
■iiiJitions It transcends the normal pre- 
■lei sale service and seeks to educate the 
■t d consumers througli a package ot 
hdsed on the concept that growth and 
'..nould travel trom consumer to company 
I >■ iinerosted to knew that there was no 
-.Jes in Guiarat and Raiasihan because ol 
iignl situation Attention was, tneretore. 
;i <'0 in othei Stales where the situation 
-1 Addilional allocalions were realised 
overiimeni agencies m view ot the brand 
i-ARDAR laliluers in other Slates and 
vipplios W 810 secuicd mllic competitors' 
kemu 7one mainly itirough services rendered 
Ills iiis|)itc ol the discount wai coupled with 
■ ihi'f unticeiiMmls, the marketing otiorts cl 
(ipany c.iruld withstand the test ot time 1 he 
. din) Stockists were also required tu extend 
■iK.nai ciedit and services to tanners 
lot' III ils coinniitmeni lo value system, your 
III IV 'namtainod the discipline in the market as 
v (eniial Government diretdive lo the 
rf Within the framewurk ot this Govemmenl 
VC your Corripany ofterod a package of 
rjial promotion and services to the farmers 
sSTi the dealers' network Domonsiralions were 
■ipd on the larmers' fields and the schemes 
faiming, intensivo tertili/or promi'tion and 
}') ol SARDAR farmers' youth dubs were 
v'lt lor scientific piomotion ot agriculture 
'"•c latming methods and term input 
i-.'ieiit programmes were also organised 
In increase per hectare consumption and 
t . r jp productivity T he product mix ol Urea, 
iiu'ii Sulphate and Diammonium Phosphate 
■v ‘iirnnssed for increasing sales to meet the 
111 '’III of aop rotation, dillerent types ol soils 
!'■ ■ liinate noncMions 

j' interest lu you that your Company has 
»)«) a new pioducS strategy with experiments 
■iisii.um Sulphate Phosphate and Gypsum 
^'Ijreii lor the sulphur deficiency soil under the 
■iiviert programme with the l-AI and f AO 
'xHiilion ot a new scheme fui cultivation in the 
^ prone areas based on the dry farming 
IS taken up This scheme envisages 
' aori in the method ot cultivation, cropping 
and wai^ conservation. Eftorts lo recover 
'Wm. of orchard ajitivation. horticulture, social 
T ar ! lo<^ cultivalion and new research 
i are nlllated by your Company The 
urn was augmented through a series ol 
pasi'a ons aimed at reclaiming saline and 
s Also axpenments were earned out tor 
direct application of A 'hydrous 
1 the farmers' fields 

of Reaeareh 

'i-any has signed an agreemeni with 
It Fertilizer Davetopment Centre, USA tor 


establistiing a muittipurpuse Fertilizer PItol Plant, 
Necessary approval from the Government of fndia 
has also benn obtained and Ilw project will now be 
ready lor implemenlalion Recognising Ihe 
importance of biofechnotogy in the years lo come, 
your Cmiparvy has underirtien a protect for 
development ol suitable varielies of biopasticldes 
tor use in both agriculture and twallh sectors. As 
par! ot as torward looking approach tor research in 
biolochnokigy. your Company has also established 
biotechnology laboratories at its Research Centre in 
August 19a? 

A Major PeirechemiMl Complex with a 
Ohrenlfleatlon A Expanalon Progrwnme 

Your Company has been undurguing a great 
change tor the past low years and the pace of this 
change has picked up momentum today What was 
once merely a lerliluer unit, yoie Company has 
today grown into a monolith of muKi-plants, multi’ 
products, multi-technologies anil miilli-localional 
petrochemical complex with a high produdivily 
record and a strong tinancial base 

On Ihe basis of an excellent track record, your 
Company has undertaken a rnaswve corporate 
plan This airporatc plan has got a flying stall with 
the commissiiyiing ol the Sikka Coastal DAP plant in 
a record tune c* only > 7 months against the noinial 
schedule ot 36 months the curpoiate plan 
envisages an investment of aiound Rs 11X10 mores 
in llic’ variuus expansion and ilivursification projects 
cuvering a wiiw range ot petruchemicals. industrial 
gases, plastics and fibre 

Your Company's current crirporalo growth plan 
covers cajirnlactain expansion with an annual 
capacily ol 50.0tX) MT ana around I lakh MT ot 
Amnionsiin Uu^halc as coproduct at an estirnalod 
cosi 111 Rs 400 cruies Tiie agreements lot the 
expansion |xo|ect have already bei'n signed and 
irit' work on Ihe project would shortly star! Your 
Company's cn-generalion ol steam and power 
protect (phase I] is m the advanced stage ol 
conslruclion It would cost Rs 33 crores and 
produce tb MW ot power lot captive cansumjilion 
Youi Company has already undertaken expansion 
ol it.s co-geiiei ation capacity with a capital outlay ol 
Rs 3B mores and a capacity of 25 MW of power. 

As you know Ammonia is a very important input lor 
fertilizer and petrochernic^ products and your 
Company has decided to expand its Ammonia 
capacity by establishing a laige capacity Ammonia 
Plant with 1350 MT/PD at an estimated cost ol 
around Rs 3/0 croies The global bids invSed are 
under scrutiny at present and aproements are 
expected lo be finalised in the next taw months 
Ynui Company is activoly involved in the 
implemeiilatiori ot the pinject of Ihe GIIC sponsored 
Gujarat Nylons Ltd This project would cost around 
Rs 115 croiPs and produce 6000 MT ot Nylon yarn 
pel annum Youi Company is a leading partner with 
IPCl., GACL, PETROh ILS and Heavy Water Plant ol 
trie IJopartment ol Alortxc Energy, Government ol 
India in establishing the Gujaral Industiies Power 
Company wbicti wdl genei ale power and supply X to 
the participant industries The sXn tor this protect is 
now shilled near IPCl al Vadodara Your Company 
has also gol a Letter ot Intent tor the oxpansion ot ns 
Melamine capacity trom the 5000 MTPA to 15000 
MTPA With the assureil availability of water, power 
and vital inputs like ammonia, your Company is 
Rrmiy saddled to implement the various projects 
succqsstully and on lime and run them efficiently 
and profitably with an optimum level ol capacity 
utilisation 

Your Company's total lurnovw including other 
income in 1987 wan around Rs 400 entres 
Considering t he expected turnover at the Sikka DAP 
coastal plant in the current year, your Company's 
total turnover is expected to be signiticantly higher 
in 1988 With the exjiansion protects going on 
stream in three to tout years, the total turnover is 


expected lo roach a staggering tigure ot Rs. 1000 
acres in Ihe years to cgme 

The share of industrial prodecls in the total turnover 
IS bound lo increase gradually ullimalely reaching 
as high as 60% with Ihe commissioning of the 
tocpansion and diversilicatian pro|ects mfuttae. This 
product mix of petrochemicals and fertilizers will 
ensutc continued profitability ot GSFC whtoh in turn 
will piotect Ihe interest ot the Company's 
shareholders 

Your Company has already drawn a blueprini tor 
totura diversification and strengthening its 
pctrucnemical base in the post 1990 era. Your 
Company miends to participate m Ihe Gi^arat 
PoliocnemiCBis Complex when the Haiira Gas 
Cracker Plant would come up It has applied tor a 
LaSoi ul totem (or the LLOPE downstream with a 
capacilY ot one lakh ton per annum The expected 
investment in this jxiiject would be around Rs 200 
awes 

RIghta lasus 

For financing iht' Capiotactam Expansion Project 
and jitiase H ot Uo-Oerioration of Steam and Power 
Project, your Company proposes, subject to your 
approval and approval ot CCI. lo issue partially 
convertible rk’bentuics on Rights Basis only Since 
(lie untvu issue s on Rights Basis, only the present 
bhareholiters will be benclitted by loe proposed 
issue A.S required under government guidelines, a 
sejiarate amount ol Rs 750 crores is also kept 
reserved lor employees Considering the prevailing 
market circumstanims and the likely future benefits, 
your Company proposes to keep a moderate 
premium at which conversion wil lake jjlace I am 
sure, all the members will welcome this issue since 
youi Company has got an opportunity to float such 
an issue tot the Iasi time after its indal issue to 1966 

AcknowMgaimnl 

May I conclude by loining wth you in conveying my 
gratetul thanks to Ihe Government ol India. 
Government ol Gujaral, Financial Insttutions, 
Banks and other agencies who have whole 
heartedly supported us in the fullllmem of our 
objectives by rendering all possible asslstanca. 
support and help 

I am also grateful lo my colleagues on the Board tor 
their guidance and contribution On this occasion. I 
wish to recall the splendid services rendered by my 
predecossor and Ihe outgoing Chatman and 
Managing Director Shn Moosa Raza who has since 
taken over as Chief Seaetary to Ihe Government of 
Jammu & Kashmir During his tenure of about six 
years, he was able to bring about spectacular 
achievements in production, productivity and the 
oveiall piogross ol the Company With his 
purpnselul dteclion. continuous motivation and 
exemplary leadership and dynamism, the Company 
has aulnivod new peaks of productivity and 
proMabilSy from year lo year and today most at Ihe 
plants, though old and agoing, arc working at well 
ovot 100% of their capacity ulllisalion He has also 
gwaiY a new direction to the tutunslic growth of your 
Company tocidently. I am also happy lo welcome 
Shri P V Swammathan who has taken over as the 
Managing Director ol your Company 

I would also like to extend my sincere thanks lo all 
the members ol Ihe stall and ofticers o( your 
Company for their deep sense ol dedication, hard 
work and exemplary team spirit wihout which your 
Company would not have been able to achieve the 
spectacular progress mat it has registered today 


-JAI HtND- 


Note' This does not purport to be a record ol pro¬ 
ceedings ol the Twenty-Sixth Annual General 
Meeting ol the Company 
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REPORTS 

Appeasement of Employers 
Fails to Pay 

Biren Roy 

Right from the beginning the left front government in West 
Bengal has discouraged strike struggles by the working class under 
the notion that encouragement of such struggles would vitiate the 
environment for new investment in the state by employers. Has- 
this policy of appeasement worked when judged in terms of 
growth of employment, rise in real wages and growth of trade 
unions and their membership? 


THH West Bengal government’s annual 
publication Labour in West Bengal for 
1987 was released when the state labour 
minister presented the labour budget 
before the West Bengal assembly on 
April 28. It shows the same continuing 
trend of increase in the number of lock¬ 
outs and decrease in the number of strikes 
since the assumption of office by the left 
front in West Bengal. 

Table I presents some figures from the 
publication. It will be seen that between 
1981 and 1987 whereas the number of 
strikes declined, the number of lock-outs 
incrca.scd. In 1981 the number of strike 
was 43 and in 1987 it was only 39. But the 
number of lock-outs which in 1981 wa.s 11 
had gone up to 192 in 1987. Similar is the 
case with number of persons involved and 
the number of persondays lost. The 
number of strikes increased from 29 in 
1986 to 39 in 1987 and the number of lock¬ 
outs increased from 178 to 192. Although 
lock-outs accounted for a higher percen¬ 
tage (98) of the total persondays lost in 

1986 than in 1987 (93.2), the figure of 
persondays lo.st due to lock-outs in 1987 
was the highest in all these years. The 
figure of persondays lost as a result of 
lock-outs in 1987 was 22.4 million, which 
is realiv staggering, it was 13.4 million in 
1986. 

It is a fact that i(i 1987 there were some 
important strikes—both continuous and 
token—in different industries. The 
workers of central public sector engineer¬ 
ing units fought for 46 days and those of 
jute mills under the National Jute 
Manufacturing Corporation for 73 days 
to get their rightful dues against the 
discriminatory policy of the central 
government which denied extension of the 
benefit of interim relief granted in August 

1987 to the units of this state. The workers 
of different industries also observed token 
strikes in 1987-88. There were token strikes 
in the private .sector engineering industry 
on July 22, in the jute textile industry on 
July 23, in the Icrtiliser unit at Haldia on 
August 4. in the banks on November 27, 


in the printing presses on January 21,1988 
and in the handloom sector on February 
1, 1988. The Bharat Bandh of March 13, 
1988 was successfully observed by workers 
of this state. In many industries settle¬ 
ments could be reached resulting in in¬ 
crease of emoluments of the workers. It 
is praiseworthy that in all these struggles 
the left front government lent its support 
and helped the workers to realise higher 
emoluments. 

Ofi-ensive by Empi.oyers 

But despite this the trend of offensive 
by the employers could be neither reversed 
nor reduced. Rather the offensive has 
taken other forms besides lock-outs. The 
following statement of the labour minister 
while presenting the labour budget to the 
assembly is illuminating: “We are greatly 
concerned at the increase in the number 
of lock-outs declared and suspension of 
business made by the employers thereby 
attempting to force the labour to accept 
the derogatory terms of employment like 
reduction in working complements, wage 
freeze, increase in workload and reduction 
and freeze of dearness allowance and cur¬ 
tailment of various fringe benefits so long 
enjoyed by the workers!’ 

1 he main cause of such a state of af¬ 
fairs lies in the policy pursued by the left 
front led by the CPl(M) since its assump¬ 
tion of office. From the very beginning it 
discouraged strike struggles under the 
wrong notion that encouragement to 
strike struggles would vitiate the 
atmosphere for investment by the 
employers. Later on it went a step further: 
it entered into agreements with private 
capital to start joint ventures and it also 
allowed multinationals to set up industries 
in West Bengal. But this policy of ap- 
pea.sement towards the employers did not 
improve matters. Rather, it emboldened 
the employers to step up their offensive 
in different directions. 

Has this policy of appeasement of 
employers created more employment in 
West Bengal? Labour in West Bengal, 


1987 contains a table giving the average 
number of workers employed in the nu(joi 
industrial groups in West Bengal. Tht 


following Hgures are obtained from the 
table: 

Year 

No of Persons Employee 
(All Industries) 

1981 

9,25,247 

1982 

9,11,195 

1983 

9,20,117 

1984 

9,21,413 

1985 

9,18,606 

1986 

9,27,365 


From the above figures it will be seen that 
there has been only a marginal increa.se 
(about 2,000) in employment during the 
six years from 1981 to 1986. In the mean¬ 
time, the number of the unemployed on 
the live registers of employment exchanges 
increased alarmingly—from 39.52 lakh on 
December 31, 1983 to 42.48 lakh at the 
end of 1986 and 45.77 lakh at the end of 
1987—that is by some 3 lakh per year. Of 
cour.se, unemployment is an all-India 
phenomenon and the number of the 
registered unemployed also increased alar¬ 
mingly on the all-India plane. At the end 
of July 1987 the total number of registered 
unemployed for all-India was 272.39 lakh; 
that is, West Bengal accounted for about 
17 per cent of the total registered un¬ 
employed in the whole country. However, 
the point is that the policy of discourag¬ 
ing class struggles and appeasing the 
employers neither generated more employ¬ 
ment nor decreased the number of the 
unemployed. Compared to 1983, while 
there were about 9,000 more employment 
in 1986, the number of the unemployed 
had increased by about 3 lakh. 

Price Rise and Rfai, Wages 
Price ri.se is another problem which af¬ 
fects the lives of industrial workers (as it 
docs those of the common people). The 
West Bengal government publication con¬ 
tains the following figures of the con¬ 
sumer price index number for industrial 
workers for the Calcutta area and also for 
all-India. 

(Annual Average; Base 1960-100) 


Year 

Calcutta 

All India 

1982 

438 

475 

1983 

493 

532 

1984 

564 

576 

1983 

598 

608 

1986 

657 

661 

1987 

701 

719 

It will be seen from the above figures tha 

the CPI for Calcutta area is slightly les 


than the all-India figure, but the CPI ha 
increased at a faster pace in the Calcutt.' 
area so that gap between the Calcutta, 
index and the all-India index has been nar 
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roNttod. Thoe b no doubt that the policy 
of the central. government is mainly 
responsible for the price increase and for 
the growth of unemployment. Tire failure 
of the left front government does not lie 
there; but in the faa that the working class 
was not mobilised to Hght against the 
policies of the Congress government at the 
centre to build a powerful movement 
either against the price rise or the growing 
unemployment. The slogan shouted by 
thousands of left front supporters that 
“the left front government is an instru¬ 
ment of struggle’ has remained an empty 
slogan. The West Bengal government has 
not served as an instrument of struggle. 

It is true that the money earnings of 
workers in organised industries have risen 
under the left front regime. From Labour 
in Hist Bengal it is seen that the minimum 
monthly wage of a worker in the jute 
industry was Rs 682 during November 

1983 to January 1984; it rose to Rs 1,061 
during Novem^r 1987 to January 1988. 
Similarly, in the cotton textile industry the 
minimum monthly wage was Rs 66S.2S 
during November 1983 to January 1984; 
it rose to Rs 934.35 during November 1987 
to January 1988. In engineering units 
employing SO to 249 workmen, it wa.s 
Rs 751 during December 1983 to February 

1984 and it rose to Rs 1,142.60 in January- 
February 1988. In engineering units 
employing 250 workers and above, it was 
Rs 790 during December 1983 to February 
1984 and rose to Rs 1,114.90 under the 
agreement dated Ftbruary 3,1988. Money 
earning in the plantation industry also 
increased. However the CPI also increased 
during this period. 7'he publication does 
not gi .e any figures to show whether real 
wages have risen or not, but earlier 
publications in this series up to 1984 used 
to publish figures which had shown that 
the real wages of workers in organised 
industry had risen between 1978 and 1984. 
This was a unique feature in whole of 
India. However, it is doubtful whether real 
wages have risen after 1984. 

Minimum Waofs 

Let us, in this connection, discuss 
the problem of administration of the 
Minimum Wages Act which affects the 
wages of workers of unorganised in¬ 
dustries, as the schedule of employment 
mentioned in the Minimum Wages Act 
mainly covers unorganised industries. It 
is seen from Labour in West Bengal that 
2S more employments have been added to 
the original 11 employments in ftirt 1 of 
the Schedule to the MW Act. So in a way 
it is praiseworthy that more employments 
belonging to the unorganised industries 
have been added to the schedule; But from 
Labour in West Bengal it is also seen that 
in the case of 16 employments no 
minimum wage has yet bera fixed though 
these employments have been added to the 


schedule; It seems tint red-tapism i$ 
mainly responsible for the delay in rixlhg 
the minimum rale of wages in respect of 
many such employments and the con¬ 
cerned ministry has so far failed to effec¬ 
tively intervene in the matter. More im¬ 
portant is the fact that, as the publication 
states, “in framing the proposal for fixa¬ 
tion of revision of minimum wages, the 
principles of the need-based wages as laid 
down at the ISth Labour Conference ate 
adopted with certain modifications’’. One 
of the important modifications made by 
the left front government is in respect of 
consumption of food; it has accepted the 
norm of 2,206 calories of food value per 
<tey per adult in respect of thn* consump¬ 
tion units. The 15th Labour Conference 
had adopted the norm of 2,700 calories 
of food intake. This norm has been sup¬ 
ported by CITU, AITUC and other left 
trade unions and left parties. So it is very 
strange that the left front government has 
made a modification in the norm of food 
intake from 2,700 to 2,200 calories. 

Let us also discuss the effect of the 
labour policy pursued by the left front 
government on trade unions and their 
membership. The following figures give 
the ycarwise number of trade unions 
registered and their membership: 


Year 

No ol Unions 
Registered 

1otal 

Mvmbcrshi|s 

1975 

.548 

48.703 

1976 

242 

28.542 

1977 

438 

50,1.54 

1978 

577 

60,323 

1979 

572 

97,073 

1980 

478 

51,463 

1981 

694 

69.996 

1982 

422 

36,970 

1983 

578 

.S9.852 

1984 

510 

1,37,715 

1985 

599 

66,848 

1986 

497 

49,.393 

1987 

505 

54,007 


The number of live registered unions at 
the end of 1987 was 12,195. The number 


' of nevr unJons registered was the Mghest 
in 1981 and the membership of such 
unions was the highest in 1984. The 
number of new unions registered and their 
membership in 1987 were much below 
these peak levels. From an earlier publica¬ 
tion it is found that the number of new 
unions registered in 1974 was 200 with a 
membership of 1,96,672. It means that the 
new membership enrolled in any one of 
the ten years of left front rule could not 
cros.<i the figure for 1974 when West 
Bengal was under .semi-fascist terror. So 
it can be said that the left Front govern¬ 
ment’s policies have not helped much in 
the growth of trade unions. 

One more point needs to be mentioned. 
The labour minister in his speech said: “A 
good number of companies have not only 
defaulted in payment of their own con¬ 
tribution to statutory funds but have 
withheld the contributions made by the 
workers. The amount involved in this state 
is Rs 97.67 crore in respect of Provident 
Fund as on 31.12.87 and Rs 23.62 crore in 
respect of ESI as on 31.3.87". The respec¬ 
tive figures in 1986 were Rs 95.04 crore 
and Rs 18.54 crore. So defaults by 
employers in their contributions to PFand 
ESI have increased and the state labour 
ministry, despite its good intentions, has 
failed to check the offensive of the 
employers in this regard. 

NtliO lOR Mu IIANI Pot IC IES 

We have examined some a.spccts of the 
labour policy pursued by the left front 
government during the last ten years or 
more. Some other aspects could also be 
examined and the same picture will 
emerge. Of course, the left front govern¬ 
ment has largely ensured trade union 
rights to all sections of trade unions. It 
also took the correct stand in respect of 
the central government’s attempt to 
introduce a new series of consumer price 
index numbers for industrial workers with 
1982 as base. It correctly opposed the cen¬ 
tral government’s policy of denigration of 
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Year 

No of' 
Cases 

Strike!^ 
No of 
Persons 
Involved 

No of 
I'ersondays 

I O.SI 

No of 
Cases 

I ock-Outs 
No ol 

Pc I. sons 
Involved 

No of 
Persondays 
Lost 

1981 

43 

16,952 

6,20.118 

117 

1.42,735 

99.02,938 


(26.9) 

(10.6) 

(5.9) 

(73.1) 

(89.4) 

(94.1) 

1982 

29 

8,114 

3,09,292 

117 

1,22,7.38 

1..54,79.317 


(19.9) 

(6.2) 

(2.0) 

(80.1) 

(93.8) 

(98.0) 

1983 

39 

12.014 

5.63,946 

1.36 

1.12.695 

1,43,20,267 


(22.3) 

(9.6) 

(3.8) 

(77.7) 

(90.4) 

(96.2) 

1984 

49 

2,86.460 

2,15,96,573 

135 

78,409 

76,58,324 


(26.6) 

(78.5) 

(73.8) 

(73.4) 

(21.5) 

(26.2) 

1985 

39 

13,527 

1,97,215 

165 

1,35,885 

1,51.12,029 


(19.1) 

(9.1) 

(I..3) 

(90.9) 

(90.9) 

(98.7) 

1986 

29 

23,104 

2.65,934 

178 

1.29.681 

1.32.72.755 


(14.0) 

(IS.l) 

(2.0) 

(86.0) 

(84.9) 

197.6) 

1987 

39 

93,154 

16,37,211 

192 

1,62,287 

2,23,74,900 


(16.9) 

(36.5) 

(6.8) 

(83.1) 

(63.5) 

(93.2) 


Notes: (1) Figures for 1987 are provisional. 

(2) Figures in parentheses indicate percentages to total. 

(3) Lock-out is inclusive of cases of strike followed by lock-out. 
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the puMk afidtot Blit tilie le^ ftnttJD^ 
meat's ovenmpha^ oq nudutainiag 
industriil hanw^ iad dUcouregiai 
strike straggles aad esteessive dependence 
on ttw conciliation machinei^ have made 
it ineffective as an instrament'of suuggle. 

The Cong»ss(I) government at the cen¬ 
tre has launched an offensive against the 
working class and the common people. It 
has already passed the S9th amendment 
to the constitution which is a stqp towards 
introducing an emergency through the 
back-door. It has brought an amendmoit 
to trade union legislation for setting up 
a quasi-judicial body called the Industrial 
Relations Commission. The commission 
has been given wide powers to forestall 
strikes. The step will put severe restrictions 
on the freedom of action by trade unions 
and introduce compulsory unionisation 
and compulsory collection of membership 
dues by the management. It will also 
ensure recognition of unions through 
verification instead of secret ballot as 
demanded by the militant trade unions. 
The whole purpose of restructuring the 
industrial relations machinery through 
amendment of existing trade union laws 
is to bolster up stooge unions and sup¬ 
press militant trade unions. The left front 
government and CITU and other left 


AT SAARC talks, the government of 
India has been insisting that the 
economies of South Asia are 'complemen¬ 
tary' and that on the basis of this com¬ 
plementarity there should be a ‘har¬ 
monisation’ of economic plans in this 
region. What is meant by this harmonisa¬ 
tion is that India should be the industrial 
power in the region, manufacturing 
enough to meet the needs of the entire 
region, while the other countries of South 
Asia should concratrate on production of 
agricultural or other primary products. 
Pakistan has opposed this notion of ‘com¬ 
plementarity’, pointing out that its exports 
arc largely competitive with those of 
India. 

A complementary exchange of manu¬ 
factured commodities against primary 
products is characteristic of India's trade 
with its neighbours, other than Pakistan. 
India exports mainly light engineering 
products, textiles, electrical equipment, 
some machinery and other assorted 
manufactures. In return India imports 


Jba^ oppoied awh aeMnnB. 
A pMrtMt tiUy ItM aiw been oigaalMd. 

Tbe ceniUag dgys.vri&witaeft oiofe and 
motegrinckt on^ woikfaig dassandtihe 
fiomnon peopfe It u a wdeome develop¬ 
ment that the left from and the left trade 
unions have decided to oiganise cam¬ 
paigns OB the issues of the S9th amend¬ 
ment to the constitution and the amend¬ 
ment of the trade union legislation. They 
have dso organised some raffies in recent 
times. But all such movements have so far 
been mainly symbolic No sustained cam¬ 
paign for building a powerful movement 
against the central government is either 
being planned or being built. It is high 
time that the left front appreciates that 
bei^use of the policy pursued by the 
front since assumption of office, the 
working class and other working masses 
have been domesticated to a certain 
extent. So it is urgent and necessary that 
the left front, particularly the CP1(M), 
undenakes the task of reviewing its policy 
and developing more effective and mili¬ 
tant policies to defend the interests of the 
working masses. Only in this way can the 
left front government serve as a lever of 
struggle and face up to the challenge of 
the central government in a more effec¬ 
tive manner. 


from these countries mainly rice, raw jute, 
timber, ghee, gelatine, and so on. Going 
beyond the immediate neighbours, Burma 
exports rice and timber to India and 
Ai^ghanistan dry fruits; while both import 
manufactures from India. 

This pattern of trade was historically 
evolved from the days of British col¬ 
onialism. In those days Indian merchants 
(Marwaris and other trading castes, like 
khatris, in the northern part of the sub¬ 
continent and Chettiars in the southern 
regions, including Sri Lanka and Burma) 
had fanned out, under the British flag, as 
sellers of imported British manufactures. 
Later on, when imperialist competition 
and the growth of the local market led to 
some manufacturing activities being 
undertaken mainly in what is now India, 
they continued in these regions as sellers 
of British-Indian manufactures. In the 
process they also established important 
positions in the economy and polity of 
these countries, an importance that subse> 
quent state-sponsored, local bourgeois 


dt^opnUMt has not bora id iiitd. 
This domination by Indian txadm lipt 
also been polhically in^kirtanL In Sikki^ 
for instance, the Indian tradm’ stranide- 
hotd over that kingdom’s commerce and 
trade was certainly a key factor in rite 
eclipse of its inde^dent existence. 

In the post-colonial period the growth 
of an industrial complex in India has been 
carried out in ‘collateiation’ with various 
TNCs. The collaboration agreements 
invariably contain written and unwritten 
clauses on the areas to which the Indian 
joint enterprise may export. 1b take some 
important examples of Indian exports to 
South Asia, the German Mercedes Benz 
collaborated Thta truck, the British 
Inland joint enterprise Ashok-Leyland’s 
commercial vehicles, and the US Cum¬ 
mins licensed Kirloskar diesel engines 
have all bran certainly allotted these 
markets by their controlling partners. 
That these Indian joint enterprises are not 
breaking the terms of collaboration by 
exporting to these markets is obvious from 
the continuing collaborating relations bet¬ 
ween the TNCs and the Indian joint enter¬ 
prises. The UNCTAD study of the elec¬ 
trical industry revealed that tenders were 
filed by joint enterprises on the basis of 
the marl^s allotted to the TNC principals 
by the international cartel. The expansion 
of the Indian joint enterprises into the 
markets of South Asia is then not an 
independent activity; not one of carving 
out a regional market in defiance of the 
TNCs; rather, it is part of the activities 
of the Indian joint enterprises as agreed 
to by the TNCs. 

For the Indian joint enterprises the 
markets of the neighbours provide an im¬ 
portant addition to their Indian markets. 
By them.selves the markets may be small, 
but the 5 per cent or so of sales in some 
sectors (such as textiles) provide a valuaUe 
cushion against market fluctuations in 
India, market fluctuations that are accen¬ 
tuated by the instability of agricultural 
incomes. Accumulation has been 
repeatedly shown (most dramatically in 
1965-67,1979-80 and the current year) to 
be vulnerable to the narrow base of con¬ 
sumption. Because of the necessity of 
maintaining pre-capitalist reserves as 
.sources of cheap inputs (agricultural and 
forest products) and of cheap labour 
power, the Indian big bourgeoisie is forced 
to seek the subversion of neighbouring 
markets in order to keep its accumulation 
process going—a Rosa Luxembourg type 
of transnational capture of pre-capitalist 
markets as essential to the process of ac¬ 
cumulation in India itself. The difference 
in India’s case is that this capture of 
transnational markets is not carried out 
against the TNCs; lather, it is done with 
their consent. 


India in South Asia 

DN 

India is trying to turn south Asia into its own market. What is 
important, however, is that this regional market is being captured 
not in defiance of the transnational corporations but in subsidiary 
collaboration with them. 
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The cokmuii tn4e rebttion^iietween 
Indie md ite nei^bours mwifests itself 
in two effects. Ilie First is that Indian 
business is more interested in trading with 
these countries than in setting up in¬ 
dustrial enterprises in them. The official 
figures of Indian joint ventures in the 
neighbouring countries are c»tainly gross 
under-estimates. Even taking that into 
account, it still remains true that Africa 
and south-east Asia have been more im- 
poitant areas for Indian joint ventures 
than south Asia. South Asia is the focus 
of trade and not of investment. 

The second effect is that India has been 
running up surpluses in trade with these 
neighbours. Obviously these surpluses 
have to be made up by transfers of inter¬ 
national currencies, earned by these coun¬ 
tries by exports to the rest of the world. 
This is a familiar colonial relationship, 
one of which India has itself been a 
victim. Till the First Mitorld War, India had 
regular surpluses with the non-British 
world; these foreign exchange earnings 
were transferred to Britain by India’s cor¬ 
responding deHcit with Britain. A similar 
trade relationship is being established 
between India and its south Asian 
neighbours, as-also with Afghanistan and 
Burma. 

The Indian state has pursued monetary, 
trade, ‘aid’ and other economic policies 
to maintain this colonial relationship. 
Sikkim, of course, is now a state like any 
other Indian state. The unequal Indo- 
Nepal Tieaty of 1950 gives Indian business 
in Nepal rights on par with the Nepalese. 
The Nepal and Bhutan currencies arc tied 
to the Indian rupee and there is a virtual 
Indian rupee area comprising India, 
Nepal and Bhutan—the Eelam Ibmil 
areas of Sri Lanka have recently been 
added to this currency area. India had 
forced Nepal into a customs union— 
Nepal had to levy duties on goods ex¬ 
ported to India equivalent to Indian excise 
duties, and import duties on goods im¬ 
ported from third countries equivalent to 
Indian import duties. Thus, Indian 
manufactures got a protection in Nepal 
equal to what they got in India; while 
exports of Nepal’s agricultural products 
were favoured, as they attracted no duties, 
as compared to duties on potential exports 
of NepaU manufactures. 

Unlike joint ventures, Indian “aid’ has 
becgi concentrated on south Asia. A large 
part of the *aid’ has been for road- 
building, with strategic aims in the 
Himalayan region. The needs of the 
receivers have not determined the.road¬ 
building undertaken, rather that has been 
determined by Indian military needs. 
Thus, in the case of Bhutan, road-building 
has beat concentrated on the north-south 
roads linking Bhutan with India and 


enabling' the Indian military to outflank 
Chinese positions. It is only nscently that' 
an east-west road has been taken up in 
Kiutan. Road-building not only serves 
military purposes but also helps to pro¬ 
mote trade with India. As the British 
railways did in India in the mid-nineteenth 
century, roads in the Himalayan countries 
are now opening up those countries to 
trade with India. Indian contractors and 
traders have to establish their presence 
through road-building and connected 
activities. 

The other major objeaive of Indian 
‘aid’ has been to promote the purchase of 
Indian manufactures. Both Bangladesh 
after the 1971 war and Sri Lanka presently 
have been given such ‘aid’. When the 
countries concerned have asked for aid for 
what they consider a priority, activities 
which would help them develop in a more 
all-round manner, this has been refused. 
A case in point is that of Sikkim, which 
during the Second Plan wanted to deivlop 
modem, small-scale industries. This was 
refused by the Indian government and 
Sikkim was asked to concentrate on 
agriculture and not to bother about set¬ 
ting up industry. During the Mujib phase 
in Bangladesh, India tried to turn that 
country into an agrarian hinterland, 
exporting its raw jute to India, as it had 
formerly exported to West Pakistan. 
When subsequent to Mujib’s overthrow, 
Bangladesh developed its own jute 


industry and emerged as a serious com¬ 
petitor op the international market, 
India’s efforts, unsuccessful so far, have 
been directed at getting Bangladesh into 
an agreement that would protect India’s 
market share. 

The Indian ‘aid’ programme has also 
seen the posting of innumertdiie Indian 
experts to these countries—according to 
one estimate there may be up to 10,000 
such Indian 'experts’ in Nepal. Along with 
the Indian businessmen operating in these 
countries, these experts must provide 
valuable commercial and political 
intelligence. 

India then is trying to turn south Asia 
into its own market. It is important to 
note that this regional market is not beii« 
captured in defiance of the TNCs, but in 
subsidiary collaboration with them. 
Regional hegemony goes along with a 
regional market. The two help each other. 
Witness the tum-around in Indo-Sri Lanka, 
relations after the Rajiv-Jayawaidene 
accord—the Indo-Sri Lanka Joint Business 
Council met recently after a 11-year gap. 
But in analysing the factors in India’s 
regional hegemony, one must not make a 
simple transition from economics to 
politics. Rather, it is necessary to look at 
the overall strategic situation and analyse 
the relation between the superpowers’ 
competing global hegemonies and India’s 
regional hegemony. 
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Of Forests and People 


Campaigning against Indira Sagar project from a distance, dealing 
with surv^ reports, pubUshed facts and official fiction, I^bying 
through letters and memorandums, is one thing. Visiting the 
villages to be submerged by the project, meeting the people to be 
displaced, trekking through the forests to be destroy^, is quite 
another. 


It U beautiful country. The deciduous 
natural forests cover 32 per cent of the 
Narmada basin. The forest in many pat¬ 
ches is scarce, and thanks to the leg^ fell¬ 
ing by government departments and illegal 
felling under the protection of ruling party 
functionaries, the stock is further declin¬ 
ing. But whatever remains of the forest is 
.still breath-taking. The majestic teak, 
anjan, sheesham, salai, phansi, and kalam 
stand tall, with mahua, haldu, temru and 
other trees of lower heights, while bam¬ 
boo groves and other shrubs grow in their 
own niches. Besides containing a wide 
variety of trees, some of which are rare 
species, the forests abound in bears, pan¬ 
thers, wolves, cheetahs, neelgais, pangolins, 
porcupines, badgers, flying squirrels, 
roseringed parakeets, grey partridges, 
jungle fowls, green pigeons, grey hornbills, 
spotted doves and other exhilarating 
species of wildlife. Many of the species are 
listed in Schedule J or in part 2 of 
Schedule II of the Wildlife Protection Act 
of 1972. The absence of forest corridors 
will make it virtually impossible for 
wildlife to migrate to alternate habitats 
and most will simply drown in the rising 
waters of the Indira Sagar dam. 

Not a single study has yet been initiated 
^ the Indira Sagar project authorities to 
identify the species of flora and fauna 
which would be submerged, and yet they 
continue to be criminally complacent. 

The lives of the adivasis (original in- 
habitant.s) who live in the fringes are 
interlinked with the fate of the forests. 
From medicines to wedding 'mandaps' 
and from roof thatching to cattle grazing, 
the people are dependant on the forests. 
“If we are driven near a city we have to 
face many hardships. If my cot breaks 
where shall 1 get the wood to repair it? 
1 do not have enough money to gel a 
carpenter. Here I. can repair it myself’ says 
Budha Singh, a labourer in Banka Palash. 

The adivasis in the forest villages, 
belonging to several tribes—Korku, 
Bhilale and Rathia—are mostly small 
farmers owning 5 to 10 acres of land, and 
cattle rearing is a major source of earn¬ 
ing their livelihood. The land is extremely 
fertile and in many such villages farming 
is practised without the use of fertilisers 
or pesticides. A large number of them 
work as wage labourers for the forest 
department and the big farmers in the 
neighbouring villages. Their traditional 
skills include construction of. the ‘paat* 
system of irrigation through mud bunds 
on perennial streams. 


Tlie other villages, classified as revenue 
villages in the government records, com¬ 
prise of old-time immigrants who belong 
to a variety of castes and communities. 
Small and middle farmers owning 5 to IS 
acres of land constitute the majority of 
the population in these villages. The 
number of rich farmers owning more than 
200 acres of land is small but, due to their 
connections with political leaders and 
their ability to influence people's opinions, 
they are extremely powerful. The land 
consists of rich, black soil good for the 
cultivation of cotton, wheat, jowar, pulses 
and oilseeds. A lot of irrigation is done 
from the streams and small rivers, of 
which there are plenty. 

UNCtRIAtNTV 

The 1,300 kilometre long river Narmada 
has been a target for ‘development’ since 
the limes of the British Raj. Serious con¬ 
siderations for the construction of power 
and irrigation projects began in 1946 and 
the destiny of the river remained un¬ 
changed after 1947. Since the Narmada 
pas.se.s through three states , Gujarat, 
Maharashtra, and Madhya Pradesh, inter¬ 
state river disputes came to the fore once 
preparations for the harnessing of the 
waters began. The central government set 
up the Narmada Water Disputes Tribunal 
in 1969 and it has been eight years since 
the tribunal announced its final awards. 
, Subsequent to the granting of the awards, 
the project authorities got down to the 
business of producing reports and with 
each successive report, the picture of the 
future was made to appear brighter and 
brighter. 

The spectre of a dam at Punnasa has 
been looming over the people in that area 
for a painfully long, period. It is now 
almost 40 years since the preliminary 
surveys for the dam were undertaken in 
the area. The pall of uncertainty over the 
project has had serious consequences on 
the lives of the people. The barest of com¬ 
munity facilities have not been provided. 
“I have been hearing about the dam since 
my childhood. Since they have declared 
that a dam is to be constructed here, they 
have not built anything for us. No 
hosutals, iikschools for our children, no 
roaW, and no buses to travel” says Govind 
Prasad, a small farmer, Bijalpur. 

People who have the means have 
hesitated from investing into permanent 
ventures. “My father never invested into 
anything that would be there for a long 


time, nether have I. This it true of ^ 
whole village. People have not dug wells 
to irrigate their lands, the wells that are 
dug we have not made them pucca 
(permanent). How can we, when this 
nonsense is going on? People are not {dan- 
ting orchards. If the orchards get sub¬ 
merged after live yrars when the trees bear 
fruits, then what is the use? AH around 
you will find houses half construct^. 
There are four handpumps in this village 
that need repair, but what will they do by 
repairing them? Th^ are also goihg to ^ 
submerged" says Ibjram Solapki, a tailor 
and farmer from Badkeshwar. 

People with nothing to invest also suf¬ 
fer. “Since the last three years I have b«n 
earning nothing. 1 make farming im¬ 
plements and work on building construc¬ 
tion. I have been hearing about the dam 
since a long time, that the dam is going 
to be built, but nothing is definite about 
it. All work here has come to a standstill. 
If buildings were constructed, I could have 
gotten some work. There are 17 traders in 
this village and I owe every single one of 
them money!’ 

The passage of time since the plan has 
been mooted and the absence of any 
authentic information has led to the 
prevalence of an uncomfortable uncer¬ 
tainty. leading to, as the villagers says, a 
situation in which they have been “drown¬ 
ed even before the actual submergence”. 

During these uncertain years on many 
occasions the people were herded together 
to listen to grand s()eeches. The one 
delivered by Indira Gandhi, in whose 
memory the project has been rechristened 
was one such occasion. The chairman of 
NVDA S C Verma never fails to mention 
the various visits he himself has made. “I 
mu.st have visited these 12 villages at least 
5-6 times. They may not have understood 
what was asked, but, we have video films 
of all my visit .s. Not to publicise my vi.sit, 
but, just to keep a record, the questions 
that are asked, the replies I give, so that 
it is educative for us also.’’ 

But more than video films are required, 
‘strictly for the record’ and perhaps not 
merely for ‘educative’ purposes. So the 
officials resort to time-tested methods ac¬ 
cording to Raja Ram an agricultural 
labourer from Chucchrel. “Thqi only 
come and tell us to sign on blank pa{>ers. 
Ask for our signatures on blank pa(>ers. 
But {leople from 10-12 villages had called 
a meetiiv and it was decided that nobody 
would sign on blank papers. Only a few 
days back an officer had come with some 
paper and asked us to sign on it. So we 
told him 'you can tell us whatever you 
have got to say, we will tell the whole 
village^ but, if you ask for our signatures 
on blank papers, we won’t do it?’ 

Legal notices for land acquisition have 
been received by some of the villages to 
be submeraed in Phase-I. The notices 
issued tv the land acquisition officer, 
Indira Sagar project under Section-S of 
the Land Acquisition Act of 1894 said 
“the undermentioned officer has been 
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grum the enter, thke meiiure- 

ment* end makh aramnions in the land 
that is proposed to be acqttiied by the 
government of Madhya Pradesh and any 
person causing obstruction to these ac¬ 
tivities would be dmng so at his own risk**. 
The officer mentioned was the executive 
engineer of the Indira Sagar project or his 
subordinates and the land that was to be 
ravaged was the land that has been nur¬ 
turing the villagers for hundreds of years. 
The villagers could however, submit their 
objectioru to such violations of their fun¬ 
damental right to life by January 11,1988, 
for land is the only source of livelihood 
for the majority of them. Such legal pro¬ 
cedures are of course not designed to suit 
the convenience of the villagers. 

And of course, for the villagers in the 
four forest villages (Sarai, Bankapalash, 
Dharikotra and Jammoti) such a facade 
was not necessary. No such notices for 
them. 

The NVDA chairman has a ready 
explanation for such discrimination. “You 
see they have no right over land. So there 
is no question of serving any notice. Th^ 
are not owners of land.” There is enough 
reason to be afraid that the discrimina¬ 
tion will not end there. And while such 
preparations for the planned deprivation 
of the people are afoot they are being fed 
with liberal doses of assurances. 

"One year back the dam authorities had 
organised a three day training camp at 
Marsood. Li.stcning to the astsurances they 
gave us about the resettlement provisions, 
it never occurred to us to demand 
anything. They promised us more than we 
could ask for. They even said that Rs 2S0 
would be given to us in advance to buy 
ropes and strings to pack our belongings 
and tractors and trolleys would be 
provided to move all our household stuff. 
They said they wont leave us till we were 
settled twice as good as we here. ‘You 
people in these twelve villages are so for- 
tunate', they said, ‘People of Hansood will 
envy you. There, are you wearing a watch? 
Your wife will also wear one (after you are 
settled) and you wont be the only one to 
wear a watch in the family. Your children 
would also wear watches. Your children 
are illiterate now, th^ graze other people’s 
cattle, they will sit in motor cars and go 
to college’ ” narrates Ram Adhar Singh 
a farmer from Oftdwa. 

Preventing Protest 

A perpetual supply of a.ssurances has 
played a substantial role in preventing pro¬ 
tests against the dam from becoming 
widespread. There are many who cling to 
the ^lief that people who come wearing 
clean clothes can never lie, can never give 
false assurances. There are others who 
believe that the clean men are up to dirty 
tricks. Most of the rich fanners have con- 
fin^ themselves to the issues of resettle¬ 
ment and compensation and have kept 
clear of direct opposition to the construc¬ 
tion of the dam. BecauM of their hege¬ 
mony they have influenced the opinions 
of other people, and negatively so. 


Tlie long yens ova* vjriiicb the idea of 
the dun has been drilled into the mindt 
of the people has made some of them ac- ~ 
cept it as a part of their reality—yM 
another misery that has to be borne. The 
uncertainty that has iurrounded the pro-^ 
ject has made the others believe that 
posribly the dam wiU not come about, at 
least not ip their iifttime. 

Organised protest, it is true, has not yet 
built up to the extent that it can influence 
the construction of the dam, but people 
continue to be extremely critical and 
voice their concerns. Possible environ¬ 
mental degradation is one of their prime 
concerns. 

There are others who voice concern 
over even more serious and immediate 
ecological consequences—like earth¬ 
quakes. Scientists, including experts from 
the National Geological Re.search Insti¬ 
tute, have pointed out that, the construc¬ 
tion of a large dam of such dimensions 
can lead to the occurrence of an earth¬ 
quake of high magnitude due to a pheno¬ 
menon known as reservoir induced 
seismicity (RiS). It is quite possible that 
villagers, Kalanka, Jamla, Ghatikhas, 
Anjangaon, and Ghatakheri villages near 
the Sukta dam have been experiencing 
the consequences of reservoir induced 
seismicity for the last eight years. The 
Sukta dam, constructed around 1976, is 
one of the major constituents of Ihc 
Narmada Valley project. It is situated 
about 60 kins, as the crow flie.s. from the 
proposed site for the Indira Sagar project, 
in the same district (Khandwa). After 
water was impounded in the Sukta reser¬ 
voir, pronounced seismic activities began 
to occur. 

A teacher in the same village Ram 
Dulare Elorasia kept maiculous records of 
the date and time of occurrence of the.se 
reports. "According* to my records the 
report started in 1979. There were* a lot of 
them in 1984. Like the noise one hears 
when dynamite is put in a well, the reports 
would sound like that. There used to be 
tremors and roof tiles used to slide and 
fall. People from the Geological Survey 
of India had come from Khandwa in a 
jeep. They made inquiries, took the vehi¬ 
cle outside the village and set up some 
machines. Afterwards they said that there 
was nothing special about these reports 
and tremors and did not give any reasons 
for thdr occurrence. The.reports and 
tremors continue to occur e\%n now, but 
they are not as intense. They occur once 
in every IS days or in a month, and they 
sound Uke a train passing by at a distance.' 
We did not experience anything else this 
before the Sukta dam was buiitf’ 

The matter, meanwhile, had been dealt 
with. “The villagers were scared and they 
told me to report the tremors to the 
government people. 1 gave the informa¬ 
tion to Pandhana police station. They told 
me to relate it to the tehsildar at Khandwa, 
so I did that too. Ten days later the 
tehsildar came and accused me of 
spreading terror among the villagers. He 


odd that ^m tlMi on he would keep an 
eye on me. Wbei^be was here, there was 
another Icnid report, but he dismissed it 
by saying someone was banging on 
the bus in which he had come. He was 
drunk and very an^. After the tehsildar 
accused me in this way 1 stopped keeping 
records (of the date and time of occur¬ 
rence of the tremors)." 

The officials, however, would like us 
to believe that the seismic activities ex¬ 
perienced by the villagers in at'ieast six 
villages just did exist. 

A report of the seismic activities around 
Sukta dam appeared in the Indore edition 
of the same newspaper on April 27,1984. 
On December 25,1987, when confronted 
with these reports the chairman of NVDA 
reiterated the official view in typical 
bureaucratese. “We have no such report. 
Had there been anything like that the GSI 
would have reported it. We will again get 
the matter looked into. We will refer this 
matter to the GSI, the MDI and the 
Earthquake Engineering Institute, 
Roorkee." 

Apart from having such a severe en¬ 
vironmental impact, the Sukta dam had 
its .social impact too. One forest village, 
Kotra, consisting of 31 cultivators belong¬ 
ing to scheduled castes and schedule 
tribes, was completely submerged and the 
villagers chased out. A railway track, com¬ 
monly known as the Hingoli line was laid 
through the same district about 30 years 
ago. Land for this was taken from 
cultisators, and in most cases not compen¬ 
sated for. 

People living in the villages that are to 
be submerged are familiar with the 
government’s style of functioning in their 
own district. There are others who know 
about ‘developmcm’ projects in neigh¬ 
bouring districts. 

Why can’t the government invest ita 
resources into alternative areas, ask. the 
potential victims of this 'development* 
project, and they go on to suggest a few. 
Why has the 21.st century prime minister 
nnally given the clearance for such a pro¬ 
ject? Yes, why is the government intent on 
a ‘development’ project that would uproot 
over 1,70,000 people, a large number of 
them tribals; submerge more than 4,000 
hectares of forest areas containing many 
rare species of flora, and about 45,000 
hectares of fertile cultivated land, and 
slau^ter an unknown number of wildlift 
species, many of which are in danger of 
becoming extinct? Yes, why is the govern¬ 
ment going ahead? And why is the World 
Bank providing the much needed fun¬ 
ding? That is the 350 million dollar 
question. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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US Mining: Anatomy of Imperialism 

Frederick F Clairmonte 

While much mom research is called for to unravel the complex 
patterns of foreign ownership, fragmentary evidence suggests that 
the US mining industry is being gouged out by corporate giants 
such as Japan’s Nippon Kokan, Alcan of Canada, CRA of Australia 
and Anglo-American of South Africa, among others. Native 
American companies have all been penetrated in varying degrees 
by foreign capital. 


WIil.L before the advent of Black Mon¬ 
day (October 19,1987) battered the finan¬ 
cial foundations of Wall Street, the 
pounce of foreign capital for bigger and 
bigger chunks of Corporate America had 
sharpened and re-ordered t he debate on 
the deeper meanings, nature, timing, 
scope and pace of the colonisation of the 
United States’ minerals industry. 

The tempo and sheer scale of these an¬ 
nexations arc matched by a no less fran¬ 
tic and sustained drive to larger aggrega¬ 
tions of economic power driven through, 
in the halycon days of the pre-October 
crash, by leveraged buyouts and junk 
bond financing. But the working of 
capital is not an impel sonal process, for 
behind the big dollar numbers that were 
the stuff that fuelled corporate annexa- 
lionism arc human agents. In the golden 
age of .American capitalism the repugnant 
countenance of Big Capital bore the col¬ 
lective sobriviuct of ‘robber barons’, 
epitomised by the Vanderbilts, the Dukes, 
the Rockfellers, the Morgans, etc. 

W'ith the onset of the eighties the name 
of Ivan Roesky, incarcerated in a federal 
penitentiary for having swindled tens of 
millions of dollars through the conduits 
of insider trading, created another set of 
pejorative designations to describe the 
human agents behind the unrelenting 
lunge of capital accumulation. But 
Boesky was not the only self-styled 
•raider’ and ‘predator’ to whom greed was 
synonymous with the highest of ethical 
norms 

There were others of multi-billion 
dollar statute Drc-etmncnt of whom were 
to be numbered Perclman, Levine, Icahn, 
Pickens' and Goldsmith. Centralisation 
and concentration of capital in the US 
were'thus the combined effort of native 
and foreign capital, with the minerals in¬ 
dustry a 'raicrocosin of this overall 
movement. 

] 

In the immediate post-War years when 
Its wartime enemies still lay prostrate and 
bleeding, the US mineral behemoths Ex¬ 
ercised a ruthless, blackmailing, political 


hegemony, so grimly evidenced in theii 
complicity in the butchery of Allcndc’s 
democraej. 

Its ideological rationale was always en 
shrined in what was brazenly bellowed gs 
‘private enterprise’, global optimisation of 
icsources via unhindered market access, 
etc. Such chamber of commerce invoca 
rions to ‘free markets’. Joined to lavish tax 
breaks that were squeezed out from the 
underdeveloped periphery, were iiinta 
mount to a fiscal paradise. 

Coupled to the now conv'cntional 
banalities of transfer pricing 
embe/zlemcnts and shady accounting 
practices that they deployed so consum¬ 
mately, it became apparent lor all but the 
unteachable that corporate aciiviiv fai 
from being an asset to the net develop¬ 
ment process, had become a cancel i>us 
liability. 

It is one of the ironies of history that 
the evocative cant blandished by the US 
minerals colossi, in rosier times, are of 
similar vintage to those now scaflolded by 
lhe.se mega-foreign investors and their 
hired political frontmen within the United 
States. The highly unequal developmcrii 
of capitalism is a fundainenial law of the 
system, but crisis or no crisis, the cor¬ 
porate juggernaut, judged even by its 
massively manipulated balance sheets, 
shows no sign of skidding to a halt. 

In this relentless pounce to annex 
markets in the immediate aftermath of 
1945, and at a time when the Pav 
Airiencana was still unshredded, the 
mega-mining US corporations solicited 
and obtained (through millions of dollars 
of political payoffs and sinecures to 
leading members of both US parties as 
iiicmbers of their corporate boardrooms) 
the unstinted support of the state depart¬ 
ment, the Pentagon, the CIA, and by no 
means a miiioi playei in the big game of 
political influence peddling, the United 
Nations Development Programme 
(UNDP), strikingly so in .Africa and l.atiD 
America. 

Indubitably, the US Bureau of Mines* 
over several decades has enhanced our 
numbers knowledge, not only of the US, 


but no less so of the global minerals in¬ 
dustry. Its well honed intelligence gather¬ 
ing capability and statistical reserviors 
distressingly, however, are not synchronis¬ 
ed to vigorous analytical probing of the 
dynamics of sectoral change—that is the 
logic of the capital, accumulation 
engine—now coursing through all major 
waterways and tributaries of the mineral 
industry. 

To a targe extent, such analytical 
shortfalls’ exhibited by the US Depart¬ 
ment of the Interior, owe.s,much to the 
Reagan administration that has laid its 
dead hand on ^11 levels of official US 
thinking. Although it is widely 
acknowledged that the Department of the 
Inicrior's striving for objective analy.sis 
had been hamstrung even prior to the 
triumph of Reagan’s cabal. 

Official discourse, by no means ex¬ 
clusively confined to minerals ptviicy, must 
be appraised by the exigencies of a 
bureaucratic cover-up: but there still lurks 
that nagging irritant when what poses as 
analysis are nothing more than inane 
morsels of political apologia. Its ovet- 
riding aim is to ensure that such apologia 
Is dovetailed to the norms of a wobbly and 
corrupt administration, in which there is 
very little sparring pace for analysis that 
tells us .something on the nature of ptvwer 
and the billions of corporate dollars that 
arc often concealed behind such power. 

Takeovers ol certain segments of the US 
mineral industry are officially fobbed off 
with classical liberal itrelevuncics that 
growth in foreign ownership has under¬ 
pinned jobs and slashed the minerals tradti 
deficit. I-iorn the perspective of the Ufj 
arms race, it is also argued that it main¬ 
tains US oveiall mineral and metal self- 
sufficiency at fairly high levels. In sum, 
official Reagan mouthings echoed by the 
spokesmen of the US Bureau of Mines is 
that the mounting intrusion of foreign 
capital perpetuates a viable domestic 
minerals indusiiy. 

If nothing else, at least it cun be said 
in defence of the Bureau of Minc.s, is that 
it has bequeathed us the raw data that 
reveals the apparition of colonisation, and 
hence is worthy of perusal. The same can¬ 
not be said t>f UNCTAD’s commodities 
division, despite its high-priced func¬ 
tionaries, which over the years has pro¬ 
duced no significant reports (or, for that 
matter, insignificant) on any facet of the 
minerals industry and its corporate 
intei locLs. 

II 

A partial morphology of foreign en¬ 
croachment into the US minerals industry 
is c.xamined for the years 1977-1984. 
Fragmentary evidence suggests that the 
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movement has stepped up since that cut¬ 
off point. Official dau has not yet sur¬ 
faced, but when it does, it wiil confirm 
the speeding up of foreign diim invest 
ment in the US mining and mineral pro¬ 
cessing industries. 

Between 1977 and 1984, the number of 
non-bank US affiliates* of foreign in¬ 
vestors in the US economy more than 
doubled; 4,046 to 9,630, and employment 
from 1.2 to 2.7 million. Measured in 1977 
constant dollars, as.sets values at all US 
affiliates soared from $ 143 billion to 
S 387 billion. Likewise, during 1977-1984, 
foreign direct investment’ in the minerals 
industry leaped by 65 per cent. By end 
1984, the US affiliates (1,79,000) embrac¬ 
ed over 11 per cenl of the total workforce, 
up from a mere 5 per cent in 1977. 

Judging by the employment indicatoi. 
foreign penetration was deeper in the 
minerals industry than in most industrial 
sectors, with around one worker in nine 
employed at US mining affiliates. Hut the 
minerals indu.stry was not unique; the 
labour force in the foreign controlled 
commodity sectors, as well as within the 
overall economy, doubled during that time 
span. 

What otie perceives at a moie dis 
aggregated level is the depth ol foreign 
penetration of plant, equipment and pto 
perty: in metal mining, 26 per cent; in 
non-ferrous metals, 17 per cent; in non- 
metallic mineral mining, 27 pci cent, 
whereas its manufacturing segment (stone, 
day and glass) accounted for 15 per cent 
of all plant equipment and propcity. 
These arc con.scrvative estimates which 
grosslv understate the actual share of the 
US indu.strial assets appropriated by 
torcign capital. 

In analysing corporate data, such as the 
balance sheet, other tacets of foieign crui 
trol were uncovered. This data offered 
anothei perspective for scrutinising the 
proportion of the industiy under foreign 
control. This varied fioni a low of 5 pci 
cent for steel to 56 pet cent lor the terio- 
alloy industry, ie, chromium, manganese, 
silicon ferroalloys and metals. 

Foreign capital’s‘invasion of the na¬ 
tional market is being partnered by im¬ 
ports that have gobbled up sizeable 
market shares. The implications of this 
foreign pincer movement is that wholly 
owned indigenous American firms are 
destined to have an increasingly tenuous 
role as a source of supply and pricing 
policies. 

t ' 

Although a vast amount of research 
effort needs to be concentrated on the 
complex and concealed pattern of foreign 
ownership, fragmentary evidence pin¬ 
points that the US mining industry is be¬ 
ing gouged out by corporate giants, such 
as Japan's Nippon Kokan,*' Alcan of 


Canada, CRA of Australia,'’ and Anglo- 
American pf South Africa. ’ to name 
out some of the pre-eminent predators of 
foreign Big Capital. 

Native American companies, notably 
such big operators as Kennecott (which 
played a pivotal role in the colonisation 
of Chile’s mining industry since the 1920s), 
Phelps Dodge, Newmom ASARCO and 
Inspiration, have all been penetrated, in 
varying degrees by foreign capital. Over 
one-half of all foreign investment in US 
zinc mining has been grabbed b\ the 
Societe Generalc de Belgique. In its turn 
(1988), Dc Benedetti (chairman of Oli¬ 
vetti’s board of directors and one of the 
world’s biggest conglomerators) has. in 
unison with other corporate cohorts 
moved in to grab La Generalc. 

Ill 

Over the last quarter of a centuiy the 
momentum ol corporate mining c<mcen* 
tration has vasil) stepped up the world 
over, dragging in its wake the liquidation 
of the small and medium-sized tiiiiiing 
companie.s. 

It is recognised that although data of 
the Bureau of L'conomic analysis is useful 
for analysing US investment flows and ag¬ 
gregates, it is handicapped in throwing 
light on the domiciled ownership'' ol US 
minerals industry assets. 

One of the major shortfalls of the 
Bureau of Economic Analysis—which is 
not direcih imputable to the Bureau is 
that it is bureaucratically .stymied by 
disclosure requirements; a tra.eedy by no 
means conlincd to the mining industry. 

Thu.s, the geogiaphical breakdown of 
detailed financial ownership of US 
mineral assets is not subject to corporate 
aecouiiiabililv, as acknowledged by the 
US Department of Mines. Disclosure ot 
suet) data, mandatory lot iiaeing the com¬ 
plex patterns ol ownership and the 
skullduggeiy within the labyrinth of 
holding companies, is deemed illegal as 
it would reveal what is euphemistically 
baptised as ‘proprietary informaiioir. 


judged pernicious to corporate capitalism. 

What is glaring, however, even in the 
absence of deliberately withheld data, is 
the scope of geographical concentration. 
Five countries; Canada, the UK, the FRG, 
France and Switzerland have grabbed 73 
per cent of total investments; Australia 
and South Africa quixotically blended in 
one number, for another 15 per cent. In 
short, 8 countries and the agents of Big 
Capital they represent, engulf nine-tenths 
of aggregate foreign investment in the US 
minerals sector. 

IV 

Absence of accountability in the 
miiicrai sectors is a microcosm of what is 
happening elsewheic in Corporate 
America. Proponents of uninhibited 
capital flows, the ideological torch bearers 
of economic liberalism, continue to press 
the time-worn claim that foreign direct in¬ 
vestment provides tiie impetus for growth, 
boosts productivity, enhances technolo¬ 
gical innovation, raises managerial effi¬ 
ciency, expands employment and other 
such delectable oflerings. 

What this trite and simplistic model of 
libcrali.scd ' apiial flows .sedulously ignores 


Tahi I 2: I OKI u,\ IMI srsii nt' in US 
Mimni.- Sum III) Sic iors, 1985 


Scciois 

Per Cem 

I'errous iiieial'. 

K-rroallovs 

.*S 

Steel 

5 

Non-ferrous 

Ciold mining 

44 

( oppei mining 

30 

/ine mining 

26 

Aluminium snieltuig 

25 

1 ead mining 

IB 

Silver mining 

16 

Indiisirial minerals 

C'erneni 

32 


: 1 l*m-nited ba.scd on per cenl of voting 
securities held in US opctaling firms 
by foricgn investors. 

Si)unv: US Department ot llie Interior, Bureau 
ol Mines. 


T sui I I' l-om i(,N Invi sisii-Ni i\ All US iNoiisiRirs ANi> MiNiNci, 1977-1984 

fin dollars million) 


Items 

All Industries' 

Metal Mining 

Non-meiallics 

Total Minerals 
Industry 

No of affiliates 

1977 

4,046 

68 

57 

125 

1984 

9,630 

114 

92 

206 

Ibtal assets' 

1977 

1,43.488 

6,166 

3,692 

9.858 

1984 

3,86,768 

12,694 

6.082 

18,776 

Employment’ 

1977 

1,219 

69 

42 

III 

1984 

2,715 

107 

71 

179 


Notes. I Except banking. 2 1977 constant dollars. 3 In thousands. 
Soun-e US Department of Commerce, Biiieau of Economic Analysis, 
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is that the optimisation of any of these 
goals, not to speak of their inter¬ 
relatedness, do not bear any direct rela¬ 
tionship. As to the alleged elixir of direct 
foreign investment in escalating employ¬ 
ment and welfare, the historical record 
displays a widely divergent reading. 

Global capital, of which the TNC is its 
supreme institutional incarnation, in its 
irresprcssible drive to maximise profits, is 
permanently obsessed with slashing real 
wages, savagely amputating its labour 
force and smashing anything that smacks 
of a militant, class-conscious labour 
movement. 

Blatant in this respect is that whereas 
the profits of Fortune’s 500 Industrial 
Companies—most of whom are TNCs— 
have soared in recent years, employment 
has plunged. In the United States, the 
number of people cmplo>'ed by the largest 
500 companies (ranked by market capita¬ 
lisation) was sliced by 1.5 million between 
1981 and 1986. Manufacturing companies 
with less than 250 employees now account 
for around 45 per cent of the manufac¬ 
turing workforce. 

Precisely, the smaller capitalists are be¬ 
ing pushed to the wall. According to the 
findings of Prof David Birch of Mi l',** 
the numbers of bankrupticies are surging: 
from 7 to 12 per cent between 1981 and 
1986. What should come as no surprise 
is that firms with fewer than 20 employees 
generated almost 90 per cent of the net 
new jobs in the US economy. 

As the colonial experience so grotesque¬ 
ly demonstrated, and today replicated 
within the United States, is that the pum¬ 
ping out of a huge economic surplus is 
accompanied by a vastly diminished 
research funding when an indigenous 


company falls under the boot of foreign 
control. 

Certainly, it is well to listen to the 
shallowness of Reaganite utterance and its 
spokesmen in the US department of the 
interior: 

While costly US government regulations 
may deter foreign investment in the United 
States, more often such regulations have been 
viewed with less.concern than the potential 
whim of government officials .serving a.s 
board members in a joint government-private 
sector/enterprisc as might be the ca.se in many 
other countries. In addition, the US economy 
is one of the strongest in the world agd, in 
contrast to numerous other wc.stcrn econo¬ 
mies, the US economy seems much more 
securely embarked on a new secular path of 
growth. 

Omitting the addiction to mythology 
and dogma, already alluded to, that piece 
of political hyperbole must be seen for 
what in fad it always has been; a pro¬ 
paganda stunt of a palpably defunct party 
line of a punch drunk administration. The 
colonisation of tlic US minerals industry 
has moved apace at a tremendous spurt 
in icccni years. 

It should be reiterated that while we 
should nod bcningly to the I7cpartmcnt 
of the Inicrioi for their compilation— 
albeit inadequate—it would be a trifle 
sanguine to succour the illusion that of¬ 
ficialdom in any branch \yf the Reagan 
complex can be expected to plumb ilie 
depths and complex cross-currents in¬ 
herent in the logic of capital. 

The totalitarian tendencies of the 
Cliicago School and their emulators are 
pervasively entrenched; the bolder and 
more creative spirits that have not proved 
amenable to such doctrinal fancies have 


'I Allied; I'OKIll.N iNVISTMhNl —CifOC.RM’HK At BbI AKIXtWN, 1985 

(In dollars milliont 


Domicile 

Country' 

Metal 

Mining 

Non Metallic 
Minerals 
Except Fuels 

Primary 

Metals 

Stone Clay 
and Class 
Products 

Total 

Canuda 

1,651 

W 

2.849 

W 

6,167 

l.atin America 

5 

2 

W 

0 

W 

UK 

0 

w 

w 

2,521 

5,116 

FRCi 

w 

w 

698 

443 

1,735 

Swit/erlaiid 

0 

w 

W 

403 

1,451 

Netherlands 

p 

0 

13 

17 

30 

FYance 

w 

(1 

772 

2,.303 

W 

Other Europe 

w 

w 

W 

350 

W 

Total Europe 

58.1 

908 

6.1% 

6,037 

13,724 

Australia* and South 
Africa 

W 

W 

W 

221 

4,296 

Japan 

0 

W 

3.623 

39 

W 

Middle East 

w 

0 

W 

8 

528 

Other 

5 

2 

73 

W 

W 

Cirand Total 

3,9(11 

t,.165 

15,671 

8,013 

28,952 


.Woles : W--Wilhheld to avoid disclosing proprietary data. 

1 location of the home office ot the ultimate beneficial owner. 

2 Includes New Zealand. 

Souree: Bureau of Fconoinie Analysis, US Department of Commerce. 


been unceremoniously liquidated, 
silenced. 


V 

The extent and implications of'col¬ 
onisation can only be analysed fruitfully 
through the prism of imperialist battles 
that are now tearing at the very vitals of 
the international trading and Hnanciai 
systems. 

The dollar’s shattering debacle since 
1985, and the prominence onhe United 
Sutes as the world’s biggest debtor, living 
off borrowed time and borrowed money, 
has escalated penetration of foreign 
capital—recorded and unrecorded. Most 
major US as.sets are now at bargain prices. 
A gauge of the dollar’s slide is the yen’s 
appreciation from 247 in September 1985, 
to an all time high of 122 yen to the dollar 
in January 1988. 

One of the gimmicks of Reagan’s cabal 
was financing consumption by sh'aving 
taxes and boosting borrowing, a ritual 
which it continues to perform, irrespec¬ 
tive of its ail too tangible political upshot. 
Already by end 1987, the US was mired 
in a foreign debt outstripping $ 600 bn. 
The political arithmetic and its corollaries 
are relatively simple: these borrowings will 
be briskly converted, as Lester Thurow of 
MIT has reminded us. into active assets. 
The buyout of America is, of course, one 
manifestation, albeit a vital one, in accen¬ 
tuation of inter-imperialist rivalries. 

With the US still requiring to borrow 
about S 225 billion a year to bolster it.v 
public and private consumption, including 
a demented arms build-up, foreigners will 
be buying $ 225 billion worth of assets 
yearly. Already there is a shift away from 
treasury bonds and fancy financial in¬ 
struments to the central core of economic 
power: urban real estate, farmlands, banks 
and insurance companies, industrial 
plants and infrastructure of every con¬ 
ceivable variety. 

All this is occurring within a profound¬ 
ly diseased national economy, epitomised 
by low productivity, savings that are run¬ 
ning at per cent of GNP, which puts it 
at or near the bottom of the OECD 
league. When th£ cabal sanctioned, as a 
deliberate act of public policy, that con 
sumption should outstrip production, it 
was assumed that tjie former could be 
bankrolled by foreign money, that is with 
public or private lOUs. It was a gamble 
that paid fat political dividends. But for 
how long can this sordid game go on, with 
or without Reagan. Even a casino socie¬ 
ty, as the United States, has its limits. 

The Tblchins’" recent findings showed 
that foreign investment burgeoned ten¬ 
fold over the past decade, a trend which 
momentarily shows no signs of sputtering 
to a halt. Foreign investment is officially 
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recorded at S1300 l^on, but (a^ from 
the demands of proprietary disclosures) 
given the ludicrously lax regulatory and 
supervisory powers of state and federal 
authorities, a sounder number, would be 
higher than the estimated $ 2,000 billion. 
If anything, the Ibichins’ figures'sin on 
the side of excessive moderation. 

This foreign aimexationist drive is being 
actively fuelled by politicos at all levels of 
the power structure, competing to offer 
the juiciest apd ail too familiar incentives, 
comprising tax cuts, free land and other 
allurements. “Senators have told us”, 
report the Tblchins, “that they can no 
longer take an independent position on 
trade legislation because of the power of 
foreign investors in their home districts... 
and in order to get Jobs, mayors and 
governors are circling the globe looking 
for forrign investors’’. A familiar odyssey. 

The boot is on the other foot now and 
it pinches. Certainly the evidence is over¬ 
whelming that foreign investors arc buying 
political influence, but one should not be 
too sanctimonious on that score, for that 
is precisely what US corporations—not 
least the mining species—have been doing 
since the end of the Civil War (1865), both 
within and outside of the United States. 

What we are witnessing is a neo- 
colonial stage piece in which the tax¬ 
payers, and that means the little people, 
are being squeezed to shovel revenues to 
foreign investors for outlays which they 
would have made even in the absence of 
subsidies. Once again a familiar scenario: 
foreign investors and their profits are thu.>. 
being massively subsidised. But this time 
round with a difference—this in the white 
man’s biggest land of free enterprise. . 

Spokesmen of the American bour¬ 
geoisie are not oblivious to these intru¬ 
sions seen in the almost frantic geo¬ 
political groans of Claytoon K Yeutter, the 
US trade representative; Felix G Rohatyn, 
.senior partner in the investment banking 
firm of Lazard Frcrcs and Co, and 
Malcolm Forbes, one of nation’s biggest 
tycoons and owner of Forbes Magazine. 
They represent a growing con.sensus. 

Atxxrrding to a survey of American atti¬ 
tudes towards foreign ownership, 74 per 
cent of the public were convinced that it 
imperils US control of the national 
economy.•* But, obviously that very same 
public would and could not extend their 
fears of foreign ownership to a noni-whilc 
man’s world, notably Latin America 
which had been ladally bludgeoned into 
the despicable mould of banana republics; 
and Grenada annihilated in freedom’s 
name. 

Of the essence, however, is that such 
belligerent attitudes which are acquiring 
a populist base, are symptomatic of an in- 
tensiHed war to the death for the control 


of global markets, which is what imperia¬ 
lism 1 $ all about; or, at least, a vital part 
of it. 

Notes 

1 T Boone Pickens, the renowned Texan 
predator, launched a $ 1.95 bn bid for 
Homesuike Mining, the nation's biggest gold 
producer. Suggestive of the thrust of cor¬ 
porate annexationism is that the llomesiake 
bid is his second grab in six months to cash 
in on the gold boom in Nevada. Boone 
Pickens, who captured world media notorie¬ 
ty because of his raids on the stocks of big 
oil companies in the early 1980s, launched 
in 1987 a $ 6 bn takeover bid for Newmont 
Mining, the diversified New York Group 
which has the biggest holdings in Nevada. 
This native onslaught was beaten back 
through the intervention of Consolidated 
Gold Fields of the UK. The Financial 
Times, March I, 1988. Consolidated Gold 
Fields purchased 22 per cent of Newmont 
Mining tn 1981; by 1984, it lifted its stake 
to 25 per cent. A big chunk of Consolidated 
has been gobbled up by Anglo-American of 
South Africa. This case history encapsulates 
the nicchanism.s of imer-impcrialist rivalries 
a' the individual and .sectoral levels. 

2 Tlie Bureau of Mines is a division of the 
US Department of the Interior. 

i See US Bureau of Mines. Information Cir¬ 
cular 81.11, horngn Direct Investment in the 
US Minerals Industry, Department of the 
Interior, Washington, DC 1987. 

4 A US atfiliaic is an entity with at least 10 
per cent or more of its voting securities 


directly or indirectly owned by foreign 
interests. 

5 Fbreign direct investment refers lo owner¬ 
ship or control, directly on indirectly by 
foreign interests having 10 per cent of the 
voting securities of a US business. Owner¬ 
ship of less than 10 per cent of a company’s 
stock, that is portfolio investment, accor¬ 
ding to the Bureau of Mines, is considered 
merely a financial hedge in which the 
shareholder's main earnings are through 
dividends or sale of the slock at a later date. 

6 Purchased 50 per cent of National Steel 
Corporation which in 1984 was the seventh 
biggest US steel producer. 

7 The UK’s Rio Tinto Zinc is a big share¬ 
holder of CRA which controls Comalco, 
Australia’s paramount aluminium producer. 

8 indicative of the penetration of foreign 
ownership and the complex pattern of 
holding companies is the case of England 
Corporation, a conglomeratte and one of 
the biggest US mining corporations. 
Around one third of its stock is owned by 
Charter Con.solidated (UK) and which in 
turn ix partly owned by Anglo-American. 

9 Defined as the country in which the home 
office of the ultimate beneficial owner is 
located. 

10 Cited in The Economist, March 5-11,1988. 

11 Fur a highly imaginat ive effort that involved 
four years of painstaking research, see, 
Susan and Marlin Tolchin, Buying into 
America, New York, 1988. 

12 Results of a survey on American attitudes 
towards foreign investment by Smick- 
Medley and Associates, cited in The Inter¬ 
national Herald Tribune, Match H), 1988. 
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REVIEWS 


Seeing Society from Botton Up 

M N Srinivas 

An Anthropologist among the Historians and Other Essays by Bernard 
S Cohn; Oxford University Press, Delhi, 1987; pp xxvi + 682, Rs 295. 


BERNARD COHN of the University of 
Chicago enjoys a high reputation among 
anthropologists and sociologists specialising 
on India. He has published sever^ valuable 
papers on social and cultural change among 
the Chamars of Madhopur (in eastern UP) 
and on the history of the Benares region 
generally. He has also been interested in the 
analysis of regions in their historical con¬ 
text, in the study of the censuses and their 
effects on social structure as perceived by 
Indians, and in problems of modern Indian 
historiography. Finally, the general question 
of the relation between anthropology and 
history obviously interests him greatly, the 
first three essays of this book being devoted 
to it. Thanks to the work of scholars such 
as Cohn the need for a rapprochement bet¬ 
ween anthropologists and historians is now 
widely realised. A new academic animal is 
emerging as a result, the anthropologist- 
tumed-historian, and the rarer, historian- 
tumed-anthropologist. 

The book includes twenty-three essays 
grouped into five divisions, viz, (1) History 
and Anthropology, (2) India as a Field of 
Study, (3) Untouchables, (4) The British in 
Benares, and (5) Representations of Empire. 
While the first part examines, as already 
mentioned, the various facets of the relation 
betwee.i history and anthropology, the four 
subsequent parts are addressed to the 
description and analysis of specific questions 
and problems in areas, e g, ‘The Pasts of an 
Indian Village*, ‘The Census, Social Struc¬ 
ture and Objectification in South Asia', ‘The 
Changing Status of a Depressed Caste', 
‘Political Systems in Eighteenth Century 
India; The Benares Region’ and ‘Represen¬ 
ting Authority in Victorian India’. 

Cohn’s initial fieldwork among the 
Chamars of Madhopur. coming as it did on 
top of his anthropological training at 
Cornell, has had lasting effects on his ap¬ 
proach and outlook. Working among 
Chamars, he saw village (and Indian) society 
‘from the bottom up’. (No wonder that he 
is attracted to the work of Ranajit Cuba who 
has emphasised the role and place of the 
‘subaltern’ in the analysis of colonial India 
and Cuba contributes an erudite and 
thought-provoking introduction to the 
book.) Like several others who have carried 
out intensive fieldwork in villages, Cohn 
distinguishes between articulated norms and 
actual behaviour at various levels, from the 
village to all-India. His work has also sen¬ 
sitised him to the value of local records and 
oral history. 


Die book is rich in information and 
insights, and along the way. Cohn throws 
suggestions regarding how to locate and 
analyse important problems, and how and 
where the anthropologist and historian can 
learn from each other. But in a work of this 
size it is inevitable that the critic cannot help 
differing from Cohn on some points though 
the points may not be fundamental. For 
instance, when Cohn describes ‘func¬ 
tionalism’ (p 26) he is describing only the 
Malinowskian brand and not the Radcliffe- 
Brownian. And on p 27, Cohn writes. 
“Anthropologists of the fifties were still 
working with the idea of a culture as a 
bounded entity containing elements, and 
with the space-into-time model of the folk- 
urban continuum. It seemed logical to them 
to study the great civilisations through the 
study of villages. To them the village seemed 
to be a bounded entity^’ 

I must question the accuracy of the above 
statement, for village studies started well 
before “anthropologists of the fifties”. The 
Wisers, who were missionaries in India 
beginning from the late 1920s, published 
their Behind Mud Wills in 1930, and 
W H Wiser published his well kown The 
Hindu Jajmani System in 1936. The Chinese 
sociologist, Fei Hsiao Ibng published his 
Peasant L 'tfe in China in 1939. In the United 
States, John Embree published his study of 
a Japanese Village, Suye Mura, and Horace 
Miner of a French Canadian village well 
before the 19S0s. My own study of Rampura 
was carried out in 1948, and ‘bounded en¬ 
tities’ were very far from my mind then. It 
was in 1957 that Morris Opler wrote a paper 
entitled. The Village as Our Entry into 
Indian Civilisation for a conference on 
“Introducing India in Liberal Education” 
held in Chicago under the leadership of 
Milton Singer. (Both Cohn and I par¬ 
ticipated in that seminar.) 

The point I am making is that village 
studies in places such as North America, 
China and India ante-dated by at least 
twenty years the kind oY rationalisation that 
Cohn provides for them in the passage 
quoted above; Early anthropologists such as 
lyier, Frazer, Robertson-Smith and Morgan 
had included in their purview the survey of 
primitive tribes, ancient Greeks, Romans 
and Hebrews, and the living members of 
non-western civilisations. But modern 
anthropological fieldwork was first carried 
out among primitive groups and was subse¬ 
quently extended to include peasants living 
in civilisations, and eventually urban- 


dwellers. And this is as far as anthropology 
in the west is concerned. In India amhro- 
polQgists and sociologists—at least the more 
sensible among them—realised that the 
study of Indian culture and society was one 
indivisible whole and that tlw study of 
primitives could not be separated from the 
study of the more advanced groups, or 
groups living in ancient and mediaeval times. 
Primitive groups in India have idways had 
some contact with the more advanc^ sec¬ 
tions, and ‘primitive* elements are to be 
found in the culture of the higher castes. 

The papers in the book were written over 
a period of three or four decades' and a 
prefatory statement by the author describ-. 
tng the development of his thinking, and the 
anthropologists who influenced him, would 
have added to the book’s utility and value. 
But perhaps the fact that the book is already 
682 pages long might have come in the way 
of adding such a preface. 

The book is full of wise and important 
statements. An example; “lb study the 
Australian aborigines, or American Indians 
or Indian villages, without locating them in 
relation to the colonial structures which were 
or are the central social fact of their lives, 
without paying attention to the traders, the 
missionaries and administrators and to the 
whole process by which the indigenous 
peoples became incorporated into the 
capitalist and socialist economies is to 
trivialise the experience of the natives" 
(p 44). There are many other statements in 
the book which are worthy of being quoted, 
but considerations of space come in the way. 

The papers which Bernard Cohn has pro¬ 
duced over the last 40 years or so, and which 
are collected together in this volume, con¬ 
stitute indispensable reading.for all serious 
students of Indian culture, history and 
society. Our thanks are due to Cohn for the 
volume. It is surprising, however, that this 
book should appear without an index. 
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Beyond the Ximits of Economics^ 

Bhabatosh Datta 

Develt^meiit mad Planning by Ignacy Sachs. Tlanslated by Peter Fawcett 
from "Devdopper des Champs de Plantation" (1984). Cambridge University 
Press, Cambridge, and Fondation de la Maisons des Sciences de L’Homme, 
Puis. 1987; pp 134, price not stated. 


EVERYONE is entitled to his own defini¬ 
tion of 'deveiopment' and his ideas about 
thetneaninrand contents of ‘planning*. The 
collection of eleven essays by Ignacy Sachs 
challenges what he calls “a rigid, techno¬ 
cratic; economistic view of development” At 
the same time, the essays claim “more than 
ever, a central role for a renovated and com¬ 
mitted form of planning in the formulation 
of anti-crisis strategies”. The author is con¬ 
vinced that the planned economy in eastern 
Europe and the ‘pseudo-planning* in the 
third world have failed. But he is careful to 
point out that this failure “cannot be used 
as a contrario argument in favour of the free 
enterprise economy’*. He asks his readers to 
“have only a look at the disastrous effects 
in Latin America of the monetarist and free 
trade inspired policies advocated by the 
international Monetary Fund”. 

The quotations above are from the Preface 
and they set the tone for the whole book. 
The two-page preface also .states that the 
essays reject “the domineering scientific 
claim of economics" and that they mark “a 
return to political economics and may be 
even a beginning of anthropological econo¬ 
mics". Sachs speaks of perverse growth and 
of misdeydopment and later of maldevelop- 
ment (all italics in the original). There have 
been many others who have spoken of a total 
view of development and Sachs has quoted 
a large number of writers, many of whom 
are social scientists and observers without 
being confined to the “limits of economics”. 
IWo names that are missing in the author’s 
programme for stimulating “human creati¬ 
vity at the local level” are Mahatma Gandhi 
and Rabindranath Tagore. 

The First essay, entitled ‘Inventing the 
Future; Future Studies and Planning', starts 
witl( the perception of the plurality of 
times—secular, historical, geographical. 
There is also “sacredtime” which, as quoted 
from M Eliade, “appears under the parado¬ 
xical aspects of a circular time, revwsible and 
recoverable, a sort ef eternal mythical pre¬ 
sent that is periodically re-integrated by 
means of rites”. One can question whether 
all this helps in what claims to be a heuristic 
exercise, which must li^el^ he based on the 
experiences over historical ume It is interest¬ 
ing however to read Sachs's comments in the 
same breath on the mix of magic and science 
and of religion and econometrics. There are, 
he says, political leaders who put their faith 
in the astrologer’s horoscopes (this was 
written long before the disclosures about 
Ronald and Nancy Reogui). And there are 
plannen who invoke the infallibility of the 
calculations emerging from what is fed into 


computers. Sachs apparently has no know¬ 
ledge of the role of astrologers in Indian top- 
level decision-making, but he has noted the 
increasing reliance on “the various forms of 
divining, reading the omens, predictions, 
prophecies, exorcisms, science fiction 
fantasies and all kinds of occult sciences— 
exactly at the time when we are going 
throu^ the ‘second scientific revolution*.” 

Sachs considers both the Marxian and the 
Rostowian vision of inevitable succession of 
economic stages indefensible. He is con¬ 
cerned about the extreme lengths to which 
futurology has gone—not only to the next 
200 years, but even to the next ten thousand 
years. All this means not history, but taking 
liberties with history and with the choice of 
strategic variables (like the share of the in- 
dastrial output in the CNP). There arc over¬ 
statements in this, but Sachs provokes think¬ 
ing when he says that “to have the third 
world reproduce the earlier patterns of 
today’s industrialised countries” indicates a 
crisis of “mimetic” growth. He will find 
sympathetic responses from diverse quarters. 
But one goes too far if one holds that all 
men and women strive to shape a future that 
is different from the present aqd the past, 
and that history can only offer anti-models 
that are to be surpassed. This is not the 
Marxian dialectic process, which does not 
make any assumption of a universal 
deliberate motivation towards change. 

There will of course he alternative pos¬ 
sibilities and a ‘possibilistic* view of history. 
Utopia and totalitarianism can co-exist, but, 
says Sachs, “utopia and the market economy 
in its purest form are irreconcilable”, unless 
there is an invisible hand making all market 
laws operate teleologically. The links bet¬ 
ween utopia and planning are complex. One 
of the problems is the conflict between the 
short-term requirements and the long-term 
ones, as experienced by the USSR after the 
revolution. The resource allocation and pric¬ 
ing problems involve choices, but the 
margins of choices are limited in the early 
phases. They become com plot as the 
economy becomes more prosperous. A stage 
may come where there can be a trade-off 
between economic surplus, providing a 
measure of economic freedom, and free 
time, giving a measure of cultural freedom. 
Sachs quotes widi seeming approval Lafaigue 
(Marx’s mercurial son-in-law) who had 
stood up against the Marxian demand for 
the right to work. And then be comes to 
Keynes’s well known essay on the ‘Economic 
Pc^bilities for Our (^and-C^hiidren’, in 
which he foresaw a stage at which the i^n 
problem would be that of utilising leisure, 


possibly lesultiiig in a general nervous 
breakdown. Sachs does not mention the fact 
that this essay was written in 1930, long 
before General Theory and before Soviet 
planning models were precisely formulated 
and understood. 

No economist will disagree with Sachs's 
postulate that planning must be “pluri- 
dimensional", but things become hazy when 
he speaks of “the process of social appren- 
tienhip by which men and women learn to 
identify their margins of freedom, invent the 
means by which they are put to profitable 
use and take the decisions which are essen¬ 
tial for development”. Assuming away the 
fact that many questions are begged here, 
one can simply ask, how is this process to 
be realised within a pluri-dimensional clash 
of interests. In fact, this is the question that 
troubles the reader of Sachs’s bmk all along 
the line. The deHciencies of planning are 
there for all to see; but if an author goes into 
a deep philosophical search into the basic 
failures, he has the responsibility of offer¬ 
ing a blueprint of feasible action. Human 
creativity at the local 1^1 should certainly 
be stimulated and resource management 
must be sensitive and efficient, but a critic 
of all types of pje.sent-day planning who also 
considers planning essential for develop¬ 
ment, has to be more preci.sa One fails to 
see what exactly would be the Sachs-plan, 
when it is held that the aim of development 
is “to liberate the human personality of men 
and women everywhere and ultimately to 
rely on the self-control of material needs by 
the individual rather than on the social con¬ 
trol of consumption”. The author seems to 
be unaware of the problems he is raising iii 
order to solve the problems which he has 
analysed. 

This is the general line of approach in all 
the essays. We should free oursclves from the 
mechanistic paradigm borrowed from 
physics, but how can a .system evolve a 
method for “institutionalising the dialogue 
between the governors and the governed over 
political decisions that are made explicit”? 
In any case, how do the governors come to 
become governors? Sachs wants “renovation 
of planning from top to bottom”, but again 
this is meaningless without the outlines of 
a system that is purposive and functions 
effectively towards achieving the purposes 
from top to bottom. And how does one 
define the purposes in a pluri-dimensional 
clash of preferences and requirements? 

Sachs however outlines three priorities for 
research in social sciences:/Im, the iiutiui- 
tronalisation of the planning process as a 
decision-making mechanism based on 
democratic participation; secondly, inte¬ 
grating politics into the explanatory model, 
takir^ cate of the numerous interdependen- 
ci« which exist between politics and the 
chosen explanatory variables and avoiding 
the reduction of the entire problem to an 
ideological choice; and thirdly, introducing 
the inter-disciplinary links in the model in 
an essential manner. This seems perfectly 
logical, but despite his antipathy to 
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econometrics, Saris speaks of ‘lexplaiiatory 
models—which am likriy to be unworkably 
complicated. And if one thinks of the 
‘chosen’ explanatory variables, one is intro¬ 
ducing ideological choice also, unless every¬ 
thing is quantified and wrijghted on the basis 
of such quantification. Sachs’s suggestion 
about reform in teaching the social sciences 
by involving history as an explanation of the 
‘diachroniri process and anthropology as 
providing a synchronic vision of social struc¬ 
tures is commendable^ but it is noteworthy 
that neither mftthematics, nor public ad¬ 
ministration is included. The first question 
here is, how much can formal teaching 
achieve? 

If. up till now, the mrin attention of this 
review has been centred on the first two 
essays, the reason simply lies in the fact that 
the subsequent pieces elaborate the Central 
theme develop^ here. The third essay on 
‘Plarming and Local Autonomy’ suggests a 
study of the “anthropology of daily lifc^’ to 
identify the areas of autonomous decision¬ 
making, indicating the various steps.we 
“must” begin with. When such a study has 
been completed, we discover the “significant 
set of activities that deserve to be sup¬ 
ported”. The approach to planning has to 
be "committed, contextual, contractual and 
participative” (italics in the original). 
Planning then should allow full weight to 
be given to local autonomy, without, for all 
that, “abandoning some measure of central 
planning". An excellent idea, but one has to 
define what “full weight" means, to locate 
the different stages of “local" autonomy and 
to indicate the role of “some measiirc oT 
central authority”. l.ocal autonomy can be 
defined as a multi-tier concept, but it can 
also mean going directly down to the grass¬ 
roots. 't is not always realised how much 
centralisation will be involved in designing 
and implementing a co-ordinated decen¬ 
tralised planning system. 

In the short essay on ‘Ecodcvelopment’, 
there is again a stress on new reseamh -this 
time on “ethnoecology”. F.ndogcnous solu¬ 
tions are mentioned, but different endo¬ 
genous plans may conflia with one another. 
Another essay, entitled 'Life-styles and Plan¬ 
ning’, refers to the unequal distribution of 
the amount of socially necessity work, to 
the threat of the annihilation of the entire 
planet and to the irreversible destruction in 
time of the environmental through large- 
scale human intervention jeopardising the 
ecological balances of the oceans and the 
climate. Bconomists will in general endorse 
Sacljs’s statement that there is mass replace¬ 
ment of human labour by machines, aaom- 
pailied by a distorted production' structure, 
uqder widch whilst iise-values corresponding 
Kf the basic needs of the people are not pro¬ 
duced, the consumption of exchange-values, 
which are "status goods” is artificially 
stimulated. In this and many other points 
made by the Sachs there is in fact no quarrel 
between him and the economist. The only 
difference is that the economist is politically 
minded enough to practise the art of the 


posdbla Life-styles have to be dHuiged, but, 
for the hungry and the underriothed, the 
needed primary changes sund out clearly. 
The diagram used to show the inter-relations 
of ‘rest-time’, ‘free-time’, ‘domestic activity 
tim^ and ‘paid work time', apart from the 
problem of statistical quantificadon, are far¬ 
away concepts for laiye masses in the poor 
countries.- 

The other figures given in the essay on 
‘Endogoious Development'Potential’ also 
do not add much to anriytical d^h. A flow 
diagram brings together the flows of goods 
and services, technology plans and the 
allocation of foreign currency for additional 
imports—to which is added later the con¬ 
tribution of foreign capital in the form of 
initial direct investment and the expatriation 
of profit. This again is admirable as a class¬ 
room illustration, but the much-maligned 
econometric model alone can make the inter¬ 
relations operationally meaningful. One 
expected Saphs to say that even then there 
will be large imponderables that cannot be 
fitted into the economist-statisticians’ 
models, but here he seems to have more faith 
in models than his initial arguments seemed 
to imply. 

If Sachs’s eclectic presentation has been 
found sometimes to be unpractically all- 
embracing, it is not in fact a criticism either 
of the main objective of the es.say$, or of the 
profound scholarship that lies behind his 
perceptions. The difficulties of the reader 
arise from the long list of steps that ‘must 
be’, or at least ‘should be* taken. The list 
includes ‘deprofessionalisation of politics’, 
decentralisation, the use of local resources 
and local participation, emphasis on the 
quality of life (not necessarily in the PQOL 
sense), ‘intra-disciplinarity’ and all that. The 
crisis of the welfare state is clearly presented 
(lack of resources exactly when they are 
increasingly needed), but the concept of the 
welfare state has a different meaning in dif¬ 
ferent contexts. When all is said and done, 


the reader rinds in die doung pages a sharp 
presenution of the ‘triple illusion’ of our 
times—/inf the sole emphasis on growth; 
secondly the faith in private accumulation, 
in proritrisility and competitiveness, in the 
endless race for technological progress and 
in the neglect of social and ecological costs, 
and indifference to "the inequalities inherent 
in the mode of accumulation’’, and thirdly 
the belief that “increasing internationalisa¬ 
tion of the economic and rinancial circuits 
would permit a rational management of the 
world’s resources and their continued 
development”. But the fell programme of the 
Sachs-plan is missing. In the final chapter 
he gives a programme of action at the urbm 
level, but the rural areas have to wait for the 
“search for integrated systems”. 

It is perhaps possible to say that Sachs is 
somewhat ahead of the times. of the 
commoits show deep understanding of the 
present, but many of his suggestions are 
futurological, in which good intentions 
prevail over the sordid facts of real lift The 
‘local-resource’ approach is eulogised in 
many countries, including India, but the fact 
stands that there are many areas in which 
the local resources are not adequate even for 
the meanest rate of growth and where 
outside resources have to be made to flow 
in. Decentrriisation then becomes centra¬ 
lised guidance. There the question will be, 
who will be the guardians and how will they 
be selcted? Socratic guardians or philo¬ 
sopher kings have not appeared in the last 
two thousand years. .How many thousand 
years do we wait for the realisation of the 
ideals of Sachs who is impatient of the 
present-day forecasting techniques, in which 
“all the computers can do is to be stupid in 
an expensive fashion"? But Sachs’s model 
which may be precisely formulated some 
day, will require super-computers of a 
generation that i.s till to come, which may 
not be either more intelligent or less 
expensive. 
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SPECIAL ABTICLES 


Price Competitiveness of Indian 
Manufacturing Industry 

R G Nanibiar 
Rajeeh Mehta 

The main focus of this paper is on relative price structure and price behaviour—price levels and price movements 
in India vis-a-vis other countries. The authors were prompted to make a comparative analysis in the light of the 
alleged notion that prices in this country are higher than foreign prices. Recently, international agencies have 
pushed this notion to such an extent that they are suggesting a further devaluation of the Indian rupee: 

Investigations at the detailed commodity level reveal a tendency of home prices to drift downwards at least 
for the seventies and the beginning of the eighties when compared with foreign price movements. Thus India's 
poor export performance does not represent a competitiveness problem per se. Instead, one might readily account 
for this in non-price factors, some of which are external factors. It appears that strait-jacket prescriptions such 
as exchange rate adjustment are unrealistic and misplaced: instead, better results can be achieved if reliance is 
placed on selective measures. 


1 

Introduction 

TO some observers, the main underlying 
explanation for a relatively slow progress in 
India’s export proceeds lies in her domestic 
price structure. Prices in this country, they 
say, do not correspond to prices in other 
countries. As a result, locally manufactured 
goods are unable to compete with goods 
from rival countries. Already, the country 
has suffered an erosion of its com¬ 
petitiveness, and has done poorly, both ab¬ 
solutely and relatively, to other countries at 
raising her export share.' It is redundant to 
recite once more the itinerary of prescrip¬ 
tions. The World Bank (1987), in its recent 
report' dn the strategy for India's export 
development recommends an across-the- 
board change in trade policy including an 
adjustment in our exchange rate. "Such an 
approach", the report adds, “was successful 
in many countries such as Korea, Colombia, 
and lUrkcy”. A similar thesis can be found 
in a recent paper' by Lucas and Mukherjee. 
"yet it does seem clear that Ihe current price 
structure remains heavily biased against pro¬ 
duction for exports. Domestic prices remain 
well in excess of world prices in many 
categories of potential exports, and this 
argues for some form of correction, whether 
across-the-board or more selective in form". 
Implicit in all these statements is the notion 
that India stands to gain considerably from 
a more rational approach towards her trade 
policy—a rational policy which tend to 
reduce the degree of government interven¬ 
tion and let the invisible forces of the market 
harmonise perfectly the determinants of 
economic developmentMt is probably no 
exaggeration to say that this interpretation 
of the past, and assessment of the present 
has been a major influence in the formula¬ 
tion of the current liberalisation policy. 


In contra.st to this prevailing notion, 
we report here studies on relative price 
structure—prices in India relative to prices 
in other countries—which reveal a very dif¬ 
ferent world. We find, when judged against 
the experience of foreign price movements, 
a pronounced downward shift in the home 
prices—at least for the 1970 to 1980 period; 
the size of this downward shift varies from 
one commodity to another, but there ap¬ 
pears to be little doubt about the existence 
of the movement. A reasonably consistent 
outcome of this' is that it .improved out 
relative price advantage in several lines of 
indigenous production. On balance, then it 
is rather vain to speculate that India’s pour 
performance represents a price com- 
Pwlitivene.ss problem per se. Instead, one 
might readily account this for .several 
others—the non-price factors such as speed 
of delivery, credit terms etc, the formidable 
forces of protectionism in the developed 
market economies, a deep and long reces¬ 
sion in thesvorld, a chaotic world trading 
system, volatile exchange rates, to name a 
few.'* Given this endless web of factors, 
some of which are imcrnal and some exter¬ 
nal, the practice of rigidifying one’s pre.scrip- 
tion around exchange rate adjustment seems 
to be most unrealistic. Instead, we believe, 
far more useful results can be achieved if 
greater reliance is placed on selective 
measures such as export credit and guarantee, 
tax concessions and rebates, steps to reduce 
the waiting time on foreign delivery, etc; than 
an across-the-board change in our trade 
policy. We summarise some of our major 
findings in the pages that follow. 

II 

Setting the Problem 

To what extent and in what fashion is the 
domestic price structure biased against com¬ 


peting foreign prices? This note pre.sents a 
first step towards an.swering this question. 
However, all that is attempted here is to 
estimate price divergences, if any, between 
home market price and prices abroad. 
Again, our effort has been exclusively 
devoted to making numerical calculations 
for products which full under the category 
of manufactures. No attempt has, however, 
been made to investigate its association with 
changes in market shares-either the home 
country’s share in world’s exports or the 
home market share in foreign supplies. If 
competitiveness is defined as forcei^ulness of 
domestic producers in seeking out profit op¬ 
portunities at home and abroad,.then export 
losses replaced by direct foreign investment 
and production (which raised investment 
income from abroad), may not represent a 
net loss, but a gain in competitiveness. On 
the other hand, lack of investment oppor¬ 
tunities at home which directs investments 
abroad, could be considered as a loss in- 
competitiveness in a wider sense. Again>no 
attempt has been made here to take into 
account these diverse and complex elements 
which would be a monumental task, and 
require far'more resources than what we 
possess at present. Our aim being much 
more modest, the focus is directed to one 
aspect of the competitiveness,* namely price 
competitiveness, which has merited' con¬ 
siderable attention,' although some assess¬ 
ment of non-price factors is. offered solely 
for pragmatic reasons. The calculated price 
relatives—home price relative to foreign 
price—is an estimate, subject to a wide 
margin of error, but it should provide us 
with an otder of magnitude for the true price 
divergences; and even a modest step in that 
direction may be of some use. 

The following empirical procedure is used 
to calculate price competitiveness and the 
changes effected upon it by the divergent 
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;>rice trend*. Pint, the nunufactuiing com- 
iionent of the whotetale price index of India 
[s compared wkh the corresponding price 
index of a thajor competitor country. This 
lairwise comparison is performed for the 
,ieriod 1970 to 1980 utilising the price inCpr- 
.nation for thirteen major comping coun- 
;rie$. What , we expect to find from this 
.alcuius is whether there is any significant 
hange in our overall competitiveness. As a 
icxt step calculations are carried at the 
Jetailed commodity level, by comparing 
.lome price ^els of each item appearing in 
:hc domestic list with prices found in inter- 
.lational trade for the same or seemingly 
.iimilar item, in all, 43 coirunodity categories/ 
sectors that cover the whole of our manufac- 
luring sector are employed for this purpose. 
The home prices are represented by the 
wholesale price quotations, while the foreign 
prices are represented by the unit values. It 
may be stated at once that the latter is not 
a precise and accurate measure of foreign 
prices. However, such a precise calculation 
IS handicapped by the fact—often com¬ 
mented upon—that the type of information 
which is generally available is not according 
to the requirements of economists; and it 
would talm an mtormous research effort to 
compile such price quotations in the foreign 
markets. Simplifications were therefore 
evidently necessary, and the price proxy that 
we have been obliged to use are unit values. 

For pragmatic reasons, we cite difficulties 
and limitations First. First, the greatest 
difference between the theoretical price 
postulate and the unit value is that the lat¬ 
ter fails to capture price differences arising 
from differences in product specification and 
qualitative variations. Not only are many 
products highly differentiated among pro¬ 
ducers within each country, but there are 
also significant international differences in 
the characteristics of products that serve the 
same purpose. As a result, it is frequently 

Table 1: Indices ot CoMPninivi-Nhssoi 
Indian Industry, 1970-84 

(197.S = 100) 


iromparator Country 

1971 

1984 

UK 

75.6 

310.6 

U.SA 

89.4 

137.8 

Colombia 

84.9 

120.9 

Korea 

91.3 

120.2 

Singapore 

69.3 

119.1 

Japan 

n.i 

117.3 

I'hailand 

93.9 

115.0 

Indonesia 

75.3 

101.7 

Pakistan 

168.4 

97.0 

Germany 

76.8 

93.0 

Franc^ 

75.0 

81.6 

Philippine 

76.9 

80.3* 

Ban^gdesh 

T6.6 

60.1 

Notes: (1) • For the year 

1983. 



(2) The index is defined as the latio of 
price index of comparator country 
(in US S) with respect to price in- 
dex of India (in US $) for manufac¬ 
tured products. 

Source: Nambiar and Mehta (1987). 


Imposuble to find idoitiad products in two 
countries, even though productt poforming 
the same function are manufacti^ in both 
the countries. Unit values, are therefore less 
useful to measure price changes even when 
classified into four or five digit commodity 
groups.^ Second, the arduous task of 
reclassifying and reconciling foreign trade 
data had to be undcrudien ad hoc since ready 
made reconciliation was hard to Find. It 
must be conceded therefore, that there are 
difficulties about the precise comparability 
of some of the products for which price and 
unit-value data have been obtained. This is 
to say, we are sometimes not at all confident 
that an item such as ‘ball-bearings’ appear¬ 
ing in the domestic list is exactly the same 
thing as ball-bearings appearing in the 
foreign trade list. For certain items—metals 
and foodstuffs—the comparability may be 
presumably acceptable; for others such as 
machinery and transport equipment, the 
comparisons may be of doubtful quality. 
This problem of product comparability is, 
however, not different from the problem.*, 
that must be faced in preparing time series 
price indice.<i for a single country, and the 
results are not much different either; still the 
difficulties must be admitted. Third, the 
wholesale price indices are thought to be a 
better indicaioi than unit values for measur¬ 
ing price levels and price changes across 
countries. For one thing, they are better than 
unit values because they measure price 
changes not only of goods which are actually 
traded, but also of goods which are poten¬ 
tially tradeable; for another thing, wholesale 
price indices are recommended because they 
reflect also changes in general price level 
caused by changes in tariff and taxes, and 
changes in the prices of imported goods. 
However, a major difficulty with the use of 
wholesale price index, e.specially in inter¬ 
national comparisons, is that they have no 
cleai conceptual fiamcwork, as thdr official 
producers are sometimes candid enough to 
say.^ Because of this, they (wholesale 
prices) are more subject to international dif¬ 
ferences in scope than the indices based on 
unit values. 

in 

Empirical Findings 

COMP’UTAI IONS WITH THli 

Manufacturing Component of 

WHOLESALE PRICE INDEX 

In our first set of computations, intended 
to be mainly exploratory, price com¬ 
petitiveness is ascertained by utilising the 
data on manufacturing component of the 
wholesale price index. As in customary index 
number formulation, expression A is 
available for this purpose. 


UN materinls are the sources of our data. 
Fbr comparative purpose thirteen countrie 
are sdecled on tire buis of the direction of 
India's trade in numuhretured products. The 
data in index form (19753>100) is reported 
in Ikble 1. The countries with which com¬ 
parisons are made, ate arranged in descen¬ 
ding order. 

We need not dwell long on the fact that 
there aie substantial changes in our overall 
competitiveness. This phenomenon is well 
documented in the data arrayed in Table 1. 

The terms of price changes that continually 
occurred in the domestic markets of com¬ 
parator countries, India’s overall price com¬ 
petitiveness in the manufacturing sector im¬ 
proved with respect to eight out of the 
thirteen countries over the period of 
1975 to 1984. Improvements in our com¬ 
petitiveness range from 210 per cent with 
respect to that of UK to 2 per cent with 
.respect to Indonesia, with the next highest 
improvement being 40 per cent with respect 
to US, followed by Colombia (21 per cent). 
Korea (20 per cent), Singapore (19 per cent), 
Japan (17 per cent) and Thailand (IS per 
cent). At the same lime, India has been 
losing competitiveness with respect to 
Pakistan, Germany, France, Philippines and 
Bangladesh. 

Admittedly the data in Thble 1 could fur¬ 
nish only rough indications, although for the 
present purposes, it could serve well as an 
approximate yardstick. Also, as noted 
earlier, the overall index calculated in the 
table, comes at a cost since (a) the methods 
used in the preparation of wholesale price 
index varies widely across countries and 
(b) the industrial composition of different 
countries is different, i e, the weights, used 
in the preparation of wholesale price indices, 
are different.” The alternative approach 
towards which attention is now turn^ is to 
go beyond this overall measure by directing 
our investigation to detailed commodity 
categories. We expect that an intensive in¬ 
vestigation at the commodity level may 
throw some fresh light on the subject. 

Computations WITH Prices for 

Deiailed commodity Categories 

The comparative price data for the 
commodity-wise evaluation originates from 
the data collected for the original price com- 
parisoi^ study by Nambiar (1985). In the 
course of this enquiry directed to determine 
price similarities, information regarding 
domestic prices and matching unit values of 
some 160 traded commodities was secured 
for the period 1960 through 1975. The 
domestic prices were mainly assembled from 
wholesale price quotations, while the unit 
values were assembled from Ttade Statistics 
published by OECD.’ The unit values in US 


Index of Price 
competitiveness 


Expression a 

Price Index of com¬ 
parator country in local curren^fComparetor Country/US exchange rate) 

Price Index of India in Rs/(liidia/US exchange rate) 
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3(dlan wot obtaiitod for aach sample com- 
modky eiported to India from Canada, US, 
Japan and the countries of European 
Ecronofflic Community (EEC), lb this 
ftcight and insurance charges were added to 
obtain a cif equivalent of the*unit value. 
Using a similar procedure; a f ob equivalent 
of the unit value was oWined for those 
items which were imported from India by 
the countries cited above. The individuid 
commodity prices were then regrouped ac¬ 
cording to a 1973 Input-Output table 
prepared by the Planning Commission 
(1973). The sectoral prices and unit values, 
all expressed in common currency (i e; US S), 
formed the principle building blocks in the 
original study. 

For the purpose of comparing with a year 
of more recent vintage, data were found for 


1980"’ and were placed side by tide with 
I9«0-7S data. 

We draw upon thm careM price level 
comparisons for ascertaining com^tiveness 
at the sectoral/commodity leveL For this, we 
construct first an index for relative prices 
where the unit value is taken as the 
numerator tprm and domestic wholesale 
price as the denominator. Setting 1960 k 100, 
then a rise in the index from the bate period 
may be interpreted as a rise in the com¬ 
petitiveness of the product, and conversely, 
a faU in the index from the base year reflects 
a loss in its competitiveness. Details of these 
calculations for 43 manufacturing sectors" 
done for 196S, 1975 and 1980 appear in 
Ihblel 

A detailed inspection of the dau in the 
table reveal several cases in which com- 


TABLt 2: RELATIVb PRICE INDICES OF INDIAN INDUSTRIES 

(1960 = too) 


S No 
(1) 

Commodity 

(2) 

1965 

(3) 

1975 

(4) 

1980 

(5) 

1 

Sugar 

103.72 

288.75 

168.87 

2 

Vegetable oil 

83.82 

120.80 

325.55 

3 

Tea and coffee 

80.32 

76.79 

134.60 

4 

Misc food prod 

90.75 

186.08 

178.80 

5 

Cotton textile 

84.11 

129.01 

238.40 

6 

Jute textile 

111.49 

170.73 

NA 

7 

Misc textile prod 

62.44 

69.54 

115.07 

8 

Wood prod 

.39.05 

47.26 

77.92 

9 

Paper 

82.74 

90.31 

76.92 

10 

Leather prod 

114.66 

93.62 

135.06 

11 

Rubber prod 

43.49 

53.85 

NA 

12 

Fertiliser 

127.93 

199.36 

157.17 

13 

Inorg chemicals 

126.25 

148.31 

157.90 

14 

Org chemicals 

105.44 

117.86 

162.02 

15 

Plastics 

68.39 

95.33 

90.55 

16 

Cosmetics, drugs 

127.34 

227.38 

777.52 

17 

Manmade fibre 

166.09 

211.95 

222.48 

18 

Other chemicals 

85.45 

126.28 

87.72 

19 

Petroleum prod 

85.02 

115.44 

286.41 

20 

Cement 

64.24 

117.73 

165.02 

21 

Refractory 

106.14 

189.74 

139.42 

22' 

Non met prod 

101.54 

126.04 

176.17 

23 

Iron and steel 

79.09 

143.28 

76.46 

24 

Non ferr metal 

66.89 

80.70 

100.38 

25 

Bolts and nuts 

67.16 

90.06 

187.88 

26 

Metal containers 

80.29 

92.59 

132.& 

27 

Metal prod 

121.88 

168.93 

NA 

28 

Office, dom eqp 

87,06 

49.35 

69.90 

29 

Non elec mach 

85.59 

100.12 

NA 

30 

Electric motors 

109.76 

95.78 

201.75 

31 

Elec wire and cable 

56.70 

95.61 

NA 

32 

Electronics 

95.51 

180.90 

NA 

33 

Batteries 

73.16 

67.72 

NA 

34 

Elec appliances 

91.58 

113.26 

NA 

35 

Radio 

51.10 

27.06 

NA 

36 

Ibleg and telep eqp 

63.23 

32.68 

NA 

37 

Other electricals 

111.76 

157.88 

NA 

38 

Motor cycles and bicycles 

81.82 

114.33 

NA 

39 

Motor vehicles 

43.36 

62.90 

83.18 

40 

Rail equip 

104.42 

475.30 

NA 

41 

Watches and clocks 

74.77 

138.04 

NA 

42 

Sdentific instruments 

135.77 

215.74 

NA 

43 

Misc manufacturing 

77.78 

60.02 

NA 


Nou ; Relative price represents the ratio of foreign price (in US S) to domestic price (in US S). 
For deniiition of price variables and details of data, see Nambiar (1985) 'Internationa 
Unkages of Domestic Prices and the Mechanism of Price Transmission’, Ahmedabad, 
Sardar Patel Institute of Economic and Social Research. 

Souret^ Nambiar and Mehta (1987). 


petitiveneai roK over time Sugar, for in¬ 
stance, recordt substantial gain in com- 
petitivaess. With 1960<>100, its index stood 
at 288 in 1975. Although it descended to 168 
in 1980, it is still ab^ the base period. 
Vegetable oil is still another one which 
gained in competitiveness; its index stood ar 
325 in 1980. 'Ib take still another rekuiyely 
unfavourable example; electronics, the iiidoi 
of which stood at 95 id 1965, rose to 180 in 
1975. On the whole; the data do suggest that 
the usual though not the.necessary situation 
is one in whidi the domestic products record¬ 
ed substantial gaitu in competitiveness. 

A closely related question is whether the 
observed tendency is the result of a peculiar 
conjuncture of events—a transitory pheno¬ 
menon—or are they rooted in ionger term 
trends? One way to approach this question 
is to gauge the sensitivity of domestic prices 
to changes in the prices of related foreign 
goods with which they compete (horizontal 
comparison); and yet another viay is to make 
time-to-time comparisons across com¬ 
modities (vertical confiparisons) and test 
whether the two—honfe prices and foreign 
prices—are convergent or divergent. Our 
answer to the cited question is given in the 
form of both the estimates. 

First, to gauge the sensitivity of home 
prices to changes in foreign prices, we 
estimate a term similar to price elasticity. We 
apply the following expression; 

In (DP), = a -I- b In (IP), 

DP stands for domestic price, IP stands 
for foreign price (unit value here), t stands 
for time period (one year), the constant 
term, a, stands for price levels and the 
parameter, b, is the effect of one per cent 
change in foreign price upon domestic price. 
The magnitude of the b coefficient indicates 
the extent to which ‘price matching* has been 
performed by the home producers. If 
significantly unitary values of the coefficiem 
that are positive should be observed 
(i e, b^c 1), it may then be said that domestic 
price movements have fully matched with 
movements in foreign prices; and if b<l it 
may be said that the growth of domestic 
prices is less than that of foreign price, and 
if b>l, the price rise in the domestic sector 
is more than in the external sector. In short, 
b, is a measure of the extent to which 
domestic prices follow or disregard the 
movements of related foreign goods. 

The estimates of oiir results appear in 
Ikble 3. The most striking fact about the 
estimates presented in the table is that we 
encounter increasingly low parametric values 
(i e, significantly less than one) as one moves 
down the column of estimates. Only in one 
case, namely, leather products, we come 
across a parametric value which is greater 
dum one; but it is statistically insignificant." 

The above results do not examine the 
changes in prices at different points of time, 
lb analyse the divergences between home 
and foreign prices involving time-to-time 
comparison, the two sets of price indices 
were separately averaged across conunodities 
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Nodes: I In cue; the DW statistus shows serissl corrdation, the equation is estimated using Cochiane-Orcutt procedure. 
2 Figures in parentheses represent t-values. The coefficient V is test for Mq: a»0, and ly for b*!. 
ourcr. Nambiar (1985). 
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home price levd marked 54 per cent higher 
than the foreign price. In vegetable oil, the ^00 
price level difference declined to 71 per cent 
in 1975 and to 36 per cent in 1980. In 
miscellaneous food products, the difference 360 
narrowed down to 40 per cent. In cotton test- 
tile, home prices were roughly 50 per cent 
lower than foreign prices in 1980. In 320 
cosmetics and drugs, to take yet another 3 qq 
relatively unfavourable example, the dif¬ 
ference in level was almost 100 per cent in 
1960; and in 1980, this was relatively 260 
inexpensive in the home market compared j 
to foreign markets. I 

To test the hypothesis that there is no dif- | 220 
fetence in international vis-a-vis domestic 
prices at a point of time, we applied a 
statistical nun-parametric test’’ using cross- 1 80 
commodity data. Our results show that in 
1960 the domestic price of Indian manufac¬ 
turing industry was higher than international 140 
price, while the results show i\o statistical -n 
difference in the price levels in 1975. 

Thus the evidence is surprisingly clear that 10 0 

over this considerable stage in the process 

Tabu 4; RtsuiTS REi.ATtNO ro Tf-m thi- 1 


yiouBS: pafcarNOtcBs-iNDiAN iNbusmr 
(IMA „ lOft) 




1978 1980 


DnF>Rr.Nc'r in Intlknai. and E.vieknal 
Prices 

(Cross-Commodity Results) 


Year 

t-value 

With Bum- fY-riod 1960 

1965 

2.48* 

1966 

-0.57 

1967 

1.05 

1%K 

-3.25* 

1969 

- 2.73* 

1970 

2.80* 

1971 

-2.77* 

1972 

-2.64* 

1973 

-2.82* 

1974 

-1.84** 

1975 

- 2.22** 

1980 

-3.34* 

With Baw IVriml 1970 

1975 

0.25 

1980 

2.47* 

With Boar IVruMl 197S 

1980 

- 3.36* 


Notes: The l-statistics represent the test of the 


El Inl Price 

of development, whether measured against 
the countrywise experience, or againiit price 
trends in international trade, home prices 
made a descending trend relative to mat¬ 
ching foreign prices: a reasonably consistent 
outcome of the same was to narrow down 
price level differences and increase the com¬ 
petitiveness of the locally manufactured pro¬ 
ducts in foreign markets. 

We shall now discuss two related issues 
concerning our findings. 

First of all, it is important to' realise that 
in measuring competitiveness, we employed 
relative prices. An alternative approach is to 
look from the cost side. Several writers'* 
have, for instance, employed unit labour 
costs and its determinants—hourly earnings 
and output per man-hour. The rationale for 
using the cost data rather than price data 
is that the price competitiveness may not 
rcHect as clearly or as fully cost com¬ 
petitiveness because prices adjust more 
quickly to changed demand conditions than 
cost.s. If in India, prices do not correspond 


f Don) Price 

further our commodity classes. Our answer 
to this question is that economists'^ have 
worked with commodity classifications that 
are at least as broad as that adopted in this 
study in tite empirical computation of 
divergence between home and foreign prices. 

IV 

Some Implications 

It seems then less plausible that high 
relative price structure in India is the 
underlying explanation for the relatively 
slow progression in our manufactured 
expori.s. But this leads to another thorny 
question namely what might be the underly¬ 
ing explanation. There arc three points to 
which reference could be made as long as 
our speculative licence has carried us thus 
far. 

One possible explanation is that the 
received differences conceal the role of a 
number of other non-price factors such as 
the speed of delivery, distance (transport 


hypothesis: 


to costs in about the way they do in other costs), di.stribution net work, credit terms. 


HoL^d = »• ”a- Pp ■ Pi >0 

or Pp - P,<0 

Pp represents price index of internal 
price.*, while J*, the price index of 
external prices. 


countries, if costs are computed differently, 
or if costs are not minimised, then we need 
not expect to find domestic industries to be 
cost competitive. Our excuse for using tl)e 
price data is that they were available, and 


pre- and post-sale service and quality of the 
product. The importance of these non-price 
fgetors varies from one line of trade to 
another, but they undoubtedly have substan¬ 
tial influence upon international competi- 


A statistical insignifleani value of 
t- statistics shows that the price rise (on 
an average) in internal and external sec¬ 
tors IS same. A significant and positive 
value shows that the price rise in the 
internal .sector is more than in the ex¬ 
ternal sector, while the negative signifi¬ 
cant value tells the opposite results. 

* represents significance at I per cent 
level, •• at S per cent level. 

To calculate t-staiistic$, the sample size 
for a particular year (between 1965 to 
1975) is 43. For 1980,- the sample size 
IS 27. 


very little else was. 

A second matter to be raised has to do 
with the use of unit values, as a price proxy 
fur international prices. It may be objected 
that in studies like the present one, the com¬ 
modity classification reflect not simply dif¬ 
ferentiated comir-)dities, but different com¬ 
modities; that disguised within the com¬ 
modity classes that we have adopted, lie the 
particular foreign product which compete 
with the domestic product in the manner 
postulated in conventional theory. It may 
then be implied that we should purify still 


tion; and in many cases, the actual price may 
be only secondary to the cited non-price 
factors.. 

A second possible explanation is that ad¬ 
justment to any given change in comparative 
advantage is not instantaneous, but gradual. 
Lack of knowledge; unceruinty chanting 
the reliability of new supplies, the reluctance 
to give up a satisfaaory relationship with 
customary supplies, and commitments to a 
given type of equipment because of previous 
purcha^ of stocks or spare parts may all 
explain the failure of buyers to respond im- 
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imAiiiiily to prtee differences. This may 
exidaio too, why it it sometimes necessary 
for substantial price differences to persist 
over protracted periods tor sellers to over¬ 
come the inertia of buyers in patronising 
customary sources. 

A third eiplanation is the prevailing world 
economic disorder—a deep and long world 
recession, the less develop^ and east block 
debt crisit, extreme volatility in the exchange 
rates and, above all, the worrisome growth 
of protectionist tendencies in the major 
industrial countries. Estimates of growth in 
non-tariff measures are illustrative In 1974, 
about 3<6 per cem of total trade of OECD 
countries were covered by non-tariff barriers; 
in 1980, this proportion is reported to have 
gone up to 44 per cent." Tliis itself con¬ 
stitutes today a formidable force again.st the 


third world’s exports to these industrial 
countries. 


Concluaiona 

^ conclude from this study that in recent 
writings there has been a tendency to exag¬ 
gerate and overstate the role of price factor 
in limiting our export possibilities. Paradox¬ 
ically, we detect, in the course of our in¬ 
vestigation, a tendency in the home prices 
to drift downwards when compared with 
corresponding foreign prices. On balance 
then the alleged thesis of ‘price bias’ is 
false—false at least for the seventies and the 
beginning of the eighties. As we stressed at 
the beginning, there are certainly other fac¬ 
tors and pos.sibly some that are more impor¬ 


tant in limiting our export possibilities. But 
it still seems to be true that far more usetot 
results can be achieved, if instead of relying 
on strait-jacket prescriptions such as 
devaluation, particular attention is paid to 
selective measures. 

Notes 

(An earlier version of this paper was presented 
at a seminar on ‘Indian. Industrialisation; 
Strategy, Changes and Issues for Research*, 
Centre for Development Studies, Kerala, June; 
1987.] 

1 See Wolf (1982), Riedel ct at (1984), Mar- 
wah (198S), among others. 

2 See Gnomic Times, April 23. 

3 locas and Mukherji (1987) present a synop¬ 
sis of some of the themes which emerged 
during the presentation and discussion of 


TablrS: Domestic and FokeiciN PsKTsor Indian iNomiRir.s, 1960, 1975 and 1980- 

fUS $/UmO 


S No 

(1) 

Commodity 

(2) 


1960 

Per Cent 
Diff 

(sy 


1975 


ForTTice f 

(9) 

1980 


For Price Dom Wee 1 

(J) (4) 

For Price Dom price Per Cent 
Diff 

(6) (7) (8) 

)om Price 

(10) 

Per Cent 
Diff 
(II) 

t 

Sugar 

80.83 

210.39 

-160.2 

523.94 

472.30 

9.8 

302.89 

466.89 

-54.14 

2 

Vegetable oil 

290.82 

604.12 

107.7 

740.22 

1272.86 

-71.9 

2373.89 

1.314.77 

36.19 

3 

Tka and coffee 

1450.35 

995.29 

31.3 

1294.68 

1156.95 

10.6 

2643.22 

1347.64 

49.02 

4 

Misc food prod 

42.24 

107.79 

155.1 

119.05 

163.26 

37.1 

144.56 

206.33 

-42.72 

5 

Colton textile 

1845.61 

2309.42 

-25.1 

3908.66 

3791.18 

3.0 

7215.00 

3786.93 

47.51 

6 

Jute textile 

337.64 

547.34 

62.1 

780.00 

740.60 

5.0 

NA 

NA 

NA 

7 

Misc textile prod 

4195.17 

17441.50 

- 315.7 

8432..38 

50412.04 

497.8 

15160.58 

54778.04 

- 261.32 

8 

Wood prod 

1.45 

1.14 

21.3 

1.10 

1.8.3 

-66.3 

2.45 

2.47 

-0.92 

9 

Paper 

236.27 

351.74 

- 48.8 

291.62 

480.73 

-64.8 

340.23 

658 53 

-93.55 

10 

leather prod 

.1042.64 

1729.42 

43.1 

5396.87 

3276.57 

39.2 

13615.22 

5730.10 

57.91 

11 

Rubber prod 

27.93 

33.75 

-20.8 

28.05 

62.95 

-124.4 

NA 

NA 

NA 

12 

Fertiliser 

36.71 

71.78 

■ 95.5 

135.82 

13.3.21 

1.9 

107.57 

133.83 

-24.41 

13 

Inorg chemicals 

51.11 

104.44 

104.3 

160.80 

221.57 

37.7 

274.36 

355.08 

-29.42 

14 

Org chemicals 

786.00 

1767.21 

124.8 

1957.53 

.3734.27 

-90.7 

4312.44 

5984.39 

-38.77 

15 

Plastics 

791.16 

1123.42 

-41.9 

1009.31 

1503.47 

- 48.9 

1281.22 

2009.09 

-56.81 

16 

f’osmetics, drugs 

664.04 

1299.03 

- 95.6 

2284,53 

1965.49 

13.9 

7238.99 

1821.35 

74.84 

17 

Manmade fibre 

1472.18 

2225.94 

- 51.2 

3409.14 

2431.96 

28.6 

4571.66 

3106.92 

32.04 

18 

Other chemicals 

705.77 

561,37 

20.4 

2391.32 

1506.20 

37.0 

2219.86 

2012.78 

9.33 

19 

Petroleum prod 

50.31 

205.37 

308.2 

152.44 

539.06 

- 253.6 

492.66 

702.18 

■ 42.53 

20 

Cement 

15.73 

24.19 

-53.7 

39.14 

51.13 

-30.6 

58.93 

54.93 

6.80 

21 

Refractory 

87.56 

32.79 

62.5 

288.49 

56.94 

80.2 

363.67 

97.69 

73.14 

22 

Non met prod 

1.00 

0.86 

13.1 

4.38 

3.01 

31.1 

5.73 

2.83 

50.72 

23 

Iron and steel 

155.46 

185.20 

-I9.I 

434.24 

361.06 

16.8 

325.03 

506.40 

-55.80 

24 

Non ferr metal 

746.65 

1051.58 

-40.8 

1355.08 

2365.00 

•74.5 

2197.53 

3083.39 

-40.31 

25 

Bolts and nuts 

854.70 

536.02 

37.2 

1423.70 

991.38 

30.3 

4858.66 

1621.81 

66.62 

26 

Metal containers 

6.74 

5.02 

25.4 

11.54 

9.29 

19.4 

25,45 

14.30 

43.80 

27 

Metal prod 

0:06 

0.02 

54.6 

0.19 

0.05 

73.1 

NA 

NA 

NA 

28 

Office, dom eqp 

100.00 

178.49 

-78.4 

88.14 

318.82 

-261.7 

165 76 

423.30 

-155.36 

29 

Non elec mach 

231.80 

314.27 

-35.5 

331.91 

449.44 

-35.4 

NA 

NA 

NA 

30 

Electric motors 

56.05 

152.71 

-172.4 

83.65 

237.95 

-184.4 

224.06 

302.61 

-35.05 

31 

Elec wire and cXble 

1836.81 

1716.97 

6.5 

2737.00 

2675.95 

2.2 

NA 

NA 

NA 

32 

Electronics 

379.82 

1670.78 

339.8 

1070.83 

2603.96 

-143.1 

NA 

NA 

NA 

33 

Rflttenefs 

0.18 

0.19 

-8.0 

0.19 

0.30 

-59.6 

NA 

NA 

NA 

34 

Elec appliances 

0.43 

0.42 

2.2 

0.76 

0.65 

13.6 

NA 

NA 

NA 

35 

Radio 

36.61 

46.18 

-26.1 

15 44 

71.98 

-366.2 

NA 

NA 

NA 

36 

Telegraph and telep cqp 

30.41 

46.33 

-52.3 

15.49 

72.20 

- 366.1 

NA 

NA 

NA 


Other electricals 

6024.87 

16575.68 

-175.1 

14824.38 

2.5833.69 

-74.2 

NA 

NA 

NA 

38 

Motor cycles and bicycles 

50.81 

59.82 

-17.7 

68.88 

70.94 

2.9 

NA 

NA 

NA 

39 

Motor vehicles 

3251.16 

5105.60 

-57.0 

3306.53 

8255.02 

-149.6 

5869.09 

11080.02 

-88.79 

40 

Rail equip 

85896.98 

327878.13 

-281,7 

597921.00 

480185.63 

19.6 

NA 

NA 

NA 

41 

Witches and clocks 

12.69 

30.76 

-142.4 

22.24 

39.05 

-75.6 

NA 

NA 

NA 

42 

Scientific instruments 

27.19 

82.82 

-204.6 

89.62 

126.53 

-41.1 

NA 

NA 

NA 

43 

Misc manufacturing 

0.11 

0.04 

60.00 

0.II 

0.07 

33.4 

NA 

NA 

NA 


Notes : DIff = (Foreign Price - Domestic Pricel/Fbreign Price. 

Fbr details about items in different industries, see Nambior (I98S). 

Soufcet Bask dau from NamWar (1985), extended to tae period 1980 using price indices. 
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a conference on ‘Indian Sconomy: Suc¬ 
cesses, Current Policies and External Links’, 
organised at the Boston Uidversity, October, 
1986. 

4 For details sec Khan and Knight (1983). 
Dombush (I98S), RIS (1986), among others. 

5 For example, see Marwah (1985),,Pandit 
(1986), Ali (1987), World Bank (1987). 

6 See Kravis and Lipsey (1971). 

7 For example, the French wholesale price 
index in the late sixties did nut include prices 
for machinery and equipment whereas these 
categories made up 28 per cent of the 
weights in the German index of producers’ 
prices of industrial products. Practices also 
differ among the countries with respect to 
the inclusion of mining and quarrying, elec¬ 
tricity, and in the treatment of complicated 
engineering goods ranging from transistors 
to ship building |scc Kravis and Lipsey 
(1978) who cite these descriptions from UN 
(1972), Supplement to the Slathtical Yeur- 
book and UN 11975), Monfhty Bulletin of 
Stausiics\. 

8 lb check whether India's industrial com¬ 
position is same as that of comparator 
countries, the ‘lest of homogeneity’ was 
applied to test the difference in thcpei cent 
distribution (output by branches of manu- 
factuiing industry) of Indian industry with 
rCsireet to that of a comparator country A, 
say. The Chi-Square statistics was used to 
test the null hypothesis that there is no dif¬ 
ference in the distribution of India and 
country A (tor details, .we Yule and Kendall, 
1973. pp 465-8). Chi-Squarc statistics was 
computed by using the data of 28 branches 
of manufacturing sector (3-digit ISIC 
classirication) for the year 1970 (Source: 
UN, Industriul Slatislical Yearbook) Our 
results show that the distribution of India's 
manufacture is not siati.stically different 
from that of Korea, and to lesser extent 
from that of Colombia and France. 

9 Domestic prices b.m’ been taken from 
various issues of government oi India, 
Index Number of Wholesale Prices, Office 
of Economic Advisor, Ministry of Industry. 
.Since the price quotations aie giscii for dif¬ 
ferent centres at a point of time, the average 
of 12 months over different centres represent 
the annual data. Unit values are based on 
the data from OECD, Yearbook of Inter¬ 
national Tkade Statistics, Series C, f^ris, 
OECD. 

10 For 1980, index of domestic prices is taken 
from CiOl, Index Number of Wholesale 
Prices, while the unit values are based on 
the data collected from UN. Yearbook of 
International Thtde Siatis-iics. 

11 The analysis coiild not be canted out for 
six manufacturing sectors because of in¬ 
appropriate price data. For details, see 
Nambiar (1985). 

12 In fact, the statistical results show that the 
foreign prices increase at a rate higher than 
that of domestic prices in 37 (out of 43) 
commodities, while there is no difference 
in price movements in six commodities. 

13 The weights are taken from Planning Com¬ 
mission (1973) and correspond to the year 
1973-74. 

14 Statistical tests for different periods 
(Table 4) show that the prices of the traded 
manufacture commodities show an increas¬ 


ing trend as compared to that of domestic 
mamiBKtures, during the period 1966 to 
1980. Only for a short duration in early 
seventies, the index of home prices (as com¬ 
pared to foreign price) show a slight upward 
trend as the t-statistics for 1975 with base 
period 1970 show an insignificant value. 

15 Non-parametric test has been carried 
because the'normality assumption may not 
be valid for commodity prices. IWo-sample 
SIGN test has been applied to test the null 
hypothesis that there is no difference in the 
domestic and foreign prices. The value of 
test statistics comes to 3.04 for 1960 which 
rejects the null hypothesis, at 1 per cent level 
of significance. For 1975, the value copies 
to 0.91, which proves that there is no signi¬ 
ficant difference in prices. 

16 MacDougall (1951, 1952), Stern (1962), etc. 

17 For example, see Marwah (1985), Pandit 
(1986). 

18 Krause (1984). 
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Brain Drain and the IIT Graduate 

S P Sukhatme 
1 Mahadevan 

This pajxr presents the results of a study cf the magnitude and nature of 'brain drain’ in respect of graduates 
of the Indian Institute of Technology, Bombay. The study aimed at, first, quantifying the extent of brain drain 
for a specific set of alumni of IIT, Bombay, and, second, understanding the motivations and aspirations of those 
graduates who proceedabroad and those who stay on in India and the reasons for staying on abroad or returning 
to India. 


1 

Magnitude of the Brain Drain 

THE term 'bi^iin drain’ is generally used in 
the contact of the outflow of highly qualified 
and talented manpower which has been 
trained at considerable expense to a coun¬ 
try and which migrates permanently to 
another country. Since the early sixties, the 
brain drain has been a subject of con¬ 
siderable discussion and debate both na¬ 
tionally and internationally. Initially the 
issue of most concern to India was the large 
number of doctors emigrating abroad, first 
to UK and in subsequent years to the US and 
Canada. In recent years, the focus has 
shifted to engineers and scientists. Since a 
significant number of these emigrants are 
graduates of 11'H, it is natural to find these 
institutes figuring prominently iiow-a-days 
in any discussion on the brain drain. 

A study of the literature available on the 
brain drain from India shows that a large 
number of papers have been written on the 
subject. These papers identify some of the 
principal causes of the brain drain and go 
on to suggest measures for checking this 
flow of people. Some of the well known con¬ 
tributions are due to Oandekar [1], Par- 
thasarathi [2], Mashelkar [3] and 
Chopra [4], 

Strangely enough in spite of the large 
volume of writing available, reliable 
statistical data are relatively scame. At the 
national level there is no ready .source from 
which one can come to know the total 
number of emigrants who have migrated on 
an annual basis and would be classified as 
causing a brain drain. A break-up of these 
emigrants professionwise is also not 
available. Some inferences can however be 
drawn by using data available for the US, 
because of the fact that much of the brain 
drain is to this country. 

The migration of skilled manpower from 
India to the US was limited till the mid¬ 
sixties due to an annual quota system. This 
systpm was liberalised by the US immigra¬ 
tion Act of 196S. Thus according to 
Misra [5], “whereas during the period 
19S7-6S, the total number of scientists, 
engineers and medical personnel admitted 
to the US was about 1,000, the number of 
persons admitted from 1966 to 1968 was over 
4,000. The number admitted in 1970 itself 
rose to about 3,000*’. BurkI and Swamy [6] 
have given the following data on Indian im¬ 
migrants to the US fSible A). A recent CSIR 


report [7] indicates that in 1977, a total of 
1^849 immigrants of Indian origin were ad¬ 
mitted to the US. Out of these, 4,666 were 
sdentific, technological and professional 
people and 1,386 were students. Since a large 
number of the students would also eventual¬ 
ly belong to the scientific, technological and 
professional category, it would be reasonable 
to assume that the total brain drain was ap¬ 
proximately S,S00, a number which agrees 
reasonably well with the data of Burki and 
Swamy. 

Based on the above sources, it would be 
safe to estimate that the annual brain drain 
to the US was between 5,000 and 6,000 from 
1973 to 1979 As.suming that the brain drain 
to the US was about 90 per cent of the total, 
the annual brain drain from India to all 
countries of the world in the .seventies can 
be approximately estimated to lie in the 
range of 5,500 to 6,500. A significant frac¬ 
tion of this number were engineers, many of 
them being alumni of the llTs. 

There are no studies at all available giving 
quantitative estimates of the number of IIT 
alumni who have settled abroad.' However 
a number of statements have been made by 
various persons from lime to time giving 
some estimates of this brain drain. 

Writing about the Ill's as part of a general 
ariLIc on science in India, Maddox |8j .says 
that “by all Indian standards, they are enor¬ 
mously successful institutions”. However he 
goes on to state: “The snag is that a large 
proportion of those who graduate promptly 
emigrate, at least for a time. Meaningful 
figures are not ea.sily come by, principally 
because there is no way of knowing how 
many of those who move overseas after 
graduation return with still better qualifica¬ 
tions!’ A little later in the article, he gives 
an estimate by De (the then director of IIT, 
Bombay) who states that “20 per cent or so 
of graduating students go abroad im¬ 
mediately, but that the, proportion may be 
as great as 80 per cent among computer 
science graduates”. Similarly, the well known 
physicist, ECO Sudarshan [9] says ‘The 
American pool has been increa.sing rapidly 
with a large steady flow from the IITs”. 

Clearly a more accurate estimate of the 
emigration of I IT graduates would be useful 
for formulating national policies on the 
brain dtain. However these numbers by 
themselves would not be enough. It would 
be useful to understand some of the specific 
reasons for the brain drain of IIT graduates 
and the time when such a decision is taken. 


Also regardless of the country in which IIT 
alumni are working, it would be important 
to obtain a proQle of the IIT graduate by 
analysing the nature and the type of work 
which they are doing. 

A broad-based study [10] has therefore 
been undertaken at IIT, Bombay with the 
following objectives in mind: 

(1) To quantify the extent of the brain drain 
for a specific set of alumni of IIT, 
Bombay. 

(2) To understand the motivations and 
aspirations of those graduates who pro¬ 
ceed abroad and those who stay on in 
India, and the reasons for staying on 
abroad or returning to India. 

(3) 16 obtain a career profile of the IIT, 
Bombay graduate. 

In this paper, we present results pertaining 
to the first two objectives concerning the 
brain drain. The magnitude of the brain 
drain is presented in Section 1, while an 
understanding of the brain drain process is 
developed in Section II. 

The set of alumni selected for the study 
were B Ifech graduates of IIT, Bombay who 
passed out in the five year period from 1973 
to 1977. The total number of these alumni 
is 1,262. (This number does not include 
foreign students.) This set constitutes about 
20 per cent of all B Ihch graduates of IIT, 
Bombay and is reasonably large. The 1973 
batch in this group passed out a little over 
14 years ago, while the 1977 batch passed 
out about 10 years ago. Thus almost all the 
alumni can be expected to have completed 
their postgraduate studies (if any), and to 
have settled down in the country of their 
choice. It is therefore likely that reliable 
figures on the brain drain would be obtain¬ 
ed by surveying this group. It is also expected 
that the group would be in a position to 
reflect a little on the considerations which 
impelled them to stay on in India or to set¬ 
tle down abroad. 

Table A 


Year 

Professional, 
Ibchnical and 
Kindred Workers 

1973 

4,941 

1974 

4,812 

1975 

6.156 

1976 

6,408 

1977 

5,762 

1978 

4,731 

1979 

3,685 
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METHOtXSUXJY 

The study can be broadly broken up into 
four phases of work having some overlaps 
with each other. 

In the first phase, a systematic effort was 
made to locate the current address of as 
many alumni as possible. At the time of 
graduation, each student leaves behind with 
the institute an address for correspondence 
Individual letters were sent to each alumnus 
at this address requesting him (or a relative 
who might open the tetter) to give the cur¬ 
rent address of the alumnus. The alumnus 
was also requested to give addresses of other 
alumni with whom he might be in contact. 


A reply paid envelope was enclosed for con¬ 
venience. 3S4 addtssses were intdatiy obtain¬ 
ed in this manner. 

In addition, addresses were obtained by 
(i) placing advertisements in the newspapers 
in India and in the weekly India Abroad in 
the US, (ii) con.suliing alumni address direc¬ 
tories prepared by some alumni chapters, 
and (iii) requesting faculty members of I IT, 
Bombay for addresses of ^umni with whom 
they are in touch. 

As a result of all these efforts, 837 ad¬ 
dresses out of the total strength of 1,262 of 
the population under study were obtained. 
This constitutes 66.3 per cent of the study 


population. 

In phase 2, -« draft questionnaire wr. 
fWuned keeping in inind the objectives of th- 
project. The draft questionnaire was given 
to a few selected alumni (both in India ann 
abroad) for their comments and reaction^ 
Based on these comments, the questionnain 
was finalised. (The questionnaire will in 
described in Section II.) 

In the third phase the questionnaire wav 
posted to all the addresses obtained undv 
phase 1. Return stamped envelopes were sent 
to the Indian addres-ses. After one and a hall 
month had elapsed, a reminder was sent to 
aU those who had not responded to the ques 
tionnairc. Personal letters were also sent tu 
a few alumni seeking their help in obtain 
ing replies. 

Bas^ on the data obtained in phas^ 1, the 
extent of the brain drain was quantified in 
phase 4. Based on the replies obtained in 
phase 3, answers to the remaining objectivev 
of the study were sought. 

Results and Discussion 

As staled earlier, a total of 837 current ad 
dresses were obtained under phase 1 of the 
study. The data was analysed on the basiv 
of alumni who were staying overseas, alumni 
in India and alumni whose addresses could 
noi be obtained. The results arc presented 
in Ikbles 1-4. 

Brain Drain on an Overall Basis 

Tabic I is a ‘disciplinewise’ break-up of 
alumni giving the percentages living in India 
and abroad. Table 2 shows the ‘yearwiite’ 
break-up of alumni with respect to their pre- 
.sent location. The important result emerging 
from Table I or 2 is that 30.8 per cent of the 
alumni who passed from 1973 to 1977 have 
.settled abroad. This is the overall magnitude 
of the brain drain. The remaining 69.2 pet 
cent ate living in India. Out of those abroad, 
an analyis of the countries shows that 82.6 
per cent are in the US/Canada, 7.8 per ccni 
are in the Middle bast and only 9.7 per cent 
are in all other foreign countries. 

The disciplinewise break-up in labic I alwi 
indicates some significant trends in the brain 
drain as related to the area of training. The 
highest percentage abroad (42.8 per cent) 
graduated in Electrical Engineering, while 
the next highest (33.S per cent) graduated in 
Chemical Engineering. Approximately 2f< 
per cent of the alumni who graduated in 
Mechanical Engineering, Civil Engineering 
and Aeronautical Engineering have settled 
abroad. The lowest percentage (around 20 
per cent) graduated in Metallurgical 
Engineering. Th«e percentages are probably 
a reflection of the opportunities for graduate 
study (with finaocial aid) in the US, the job 
opportunities in India, and also the relative 
edibre of the students graduating in the 
various disciplines. 

The yearwise break-up in Tkble 2 shows 
that the irercentage abroad is lowest for 197.'* 
and 1976 (26.9 per cent and 26.8 per cent) 
and highest for 1974 and 1975 (34.9 per cent 
and 34.7 per cent). The variation is small and 
it would therefore not be desirable to draw 


TAiii-r I: bocATioNor CiRAinjAiEsor IIT Bombay (1973-1977)— Disciplinewise Analysis 


Discipline 

Addresses Known 
In India Abroad 

Addresses 

Not 

Known 

Total 

Percentage of 
Alumni 

In India Abroad 

Per¬ 
centage of 
Addresses 
Known 

Aeronautical Engg 

29 

11 

12 

52 

72.5 

27.5 

76.9 

Chemical Engg 

127 

64 

100 

291 

66.5 

33.5 

65.6 

Civil Engg 

70 

24 

64 

158 

74.5 

25.5 

59.5 

Electrical Engg 

III 

83 

109 

.303 

57.2 

42.8 

64.0 

Mechanical Engg 

146 

51 

95 

292 

74.1 

25.9 

67.5 

Metallurgical Engg 

96 

25 

45 

166 

79.3 

20.7 

72.9 

Total 

579 

258 

425 

1262 

69.2 

30.8 

66.3 


TaBIF 2: I.<K ATIONOI GRAOI'AIIS (It in Bo.MHAY (197.3 1977)—Yr-ARWISE Anai YSIS 


Year 

Add^scs Known 

In India Abroad 

Addresses 

Not 

Known 

Total 

Percentage of 
Alumni 

In India Abroad 

Per¬ 
centage of 
Addresses 
Known 

197.3 

155 

57 

87 

299 

73.1 

26.9 

70.9 

1974 

114 

61 

84 

259 

65.1 

34.9 

67.6 

1975 

111 

59 

77 

247 

65.3 

34.7 

68.8 

1976 

90 

.3.3 

84 

207 

73.2 

26.8 

59.4 

1977 

109 

48 

93 

250 

69.4 

30.6 

62.8 

Total 

579 

258 

425 

1262 

69.2 

30.8 

66.3 


Tabll 3; Location oi Oraduates of IIT Bombay (1973-1977)— Discipi inewisf Analysis i-or 
Top Twenty-five Pfr Cent in Each Dlsciplinf 

Discipline Addresses Kn own Addresses Tbtal Percentage of l*er- 

Tn India Abroad Not _Alum ni ceniagc of 

Known In India Abroad Addresses 

Known 


Aeronautical Engg 

7 

6 

3 

16 

53.8 

46.2 

81.2 

Chemical Engg 


28 

25 

21 

74 

52.8 

47.2 

71.6 

Civil Engg 


24 

5 

1.3 

42 

82.8 

17.2 

69.0 

Electrical Engg 


23 

35 

19 

77 

39.7 

60.3 

75..3 

Mechanical Engg 

32 

23 

21 

76 

.58.2 

41.8 

72,4 

Metallurgical Engg 

2.3 

9 

II 

43 

71.9 

28.1 

74.4 

Thial 


1.37 

103 

88 

328 

57.1 

42.9 

73.2 

Tabi.c 4: Locaiion or 

Graduaii-s or 

IIT Bombay (1973-1977)—'V’f arwi.se Anaiysis ior Top 



Twr.Nrv-i i\i Per Cent in Em h Disc ipi inf 



I'car 

Addresses Knc'wn 

Addres.ses 

Total 

Percentage of 

Per- 

In India 

.Abroad 


Not 


Alumni 

centage of 





Kqown 


In India 

Abroad 

Addresses 








Known 

1973 

40 

24 


14 

78 

62.5 

37.5 

82 1 

1974 

23 

25 


19 

67 

47.9 

52.1 

71.6 

1975 

22 

24 


18 

64 

47.8 

52.2 

71.9 

1976 

22 

16 


16 

54 

57.1 

42.9 

70.3 

1977 

30 

14 


21 

65 

68.2 

31.8 

67.7 

Tbtal 

1.37 

103 


88 

328 

57.1 

42.9 

73.2 
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Tabu S : Commbii^ betweek PERcENTAaE 
OF Alumni in India and Abroad Based on 
response to Orioinal Communication and 
OK Final Address List 

' (Per cent) 

Yfesr Based on 

Response to Based on Final 
Original Address List 
Communication In India Abroad 
In India Abroad 


1973 

73.9 

26.1 


73.1 

26.9 

1574 

60.0 

40.0 


65.1 

34.9 

1975 

73.8 

26.2 


65.3 

34.7 

1976 

76.2 

23.8 


73.2 

26.8 

1977 

74.3 

25.7 


69.4 

30.6 

Thud 

71J 

28.7 


69.2 

30.8 

Table 6; Timing 

OF Decision 

TO Go 

Abroad 



Category Y 

Category Z 



f 

Per 

f 

Per 



Cent 

Cent 

(a) Before 






'. joining 

IIT 

17 

12.1 

4 

10.0 

(b) During 

stay 





at IIT 


70 

50.0 

14 

35.0 

(c) After leaving 





IIT 


45 

32.1 

20 

50.0 

(d) No response 

8 

5.7 

2 

5.0 

Total 


140 

100 

40 

100 


Table 7: Purpose of Initial Visit Abroad 

Purpose Category Y Category Z 

f Per f Per 
Cent Cent 

(a) Further 
studies 

104 

74.3 

27 

67.5 

(b) Thiining 

1 

or7 

2 

5.0 

(c) Job 

22 

15.7 

9 

22.5 

(d) No response 

13 

9.3 

2 

5.0 

Total 

140 

100 

40 

too 


any inferences on trends over a five-year 
period. 

Brain Drain in the Top TWenty-l^'ve Per Cent 

It is often said that the extern of the brain 
drain should be measured not only in terms 
of the total numbers, but in terms of those 
with superior academic performances. It is 
felt that the percentage in this group who 
stay abroad is veiy high. In order to study 
this hypothesis, Ikbles 3 and 4 are compiled. 
These tables are similar to Thbtes I and 2 
but are based only on the alumni who 
gradimted in the upper quarter of their class. 
The important result emerging from these 
tables is that 42.9 per cent of the alumni in 
this group are now settled abroad. This is 
12.1 per cent higher than the percentage ob¬ 
tained for ail alumni. 

Validity of Results for the Whok Population 

Since the addresses of about two-thirds of 
the study population have been obtained, the 
obvious question which arises is the extent 
to which the results in IhbIcS 1-4 are valid 
for the whole population. Do the addresses 
available represent a random sub-set of the 
total? It is felt that they do and that the 
results are valid for the whole population. 

One method used for validating the ‘ran¬ 
domness assumption’ was to compare the 
percentage break-up of addresses obtained 
in response to the original communication. 
Since this communication was mailed with¬ 
out any bias to all the Indian addresses, the 
554 responses received con-stitute a random 
sample. Table 5 gives an yearwise break-up 
of percentage values obtained from this first 
round as compared to the total number of 
addresses obtained finally. It may be seen 
that the percentage of alumni abroad in this 
sample is 28.7 which is close to the value of 
30.8 obtained fof all the addresses available. 

Detailed regression and analysis of 
covariance tests [10] have also been con¬ 
ducted to demonstrate that the fraction of 


Tabi.e 8; Factobs Infujenc ing Decision of Respondents in Categories Y andZtoGo Abroad 


Influence Category Y Category Z Toul 

Rank Rank 

12 3 12 3 


(a) Family 

IS 

12 

11 

3 

2 

4 

47 

(b) Friends/peer group 

19 

16 

8 

I 

9 

5 

58 

(c) Seniors 

9 

8 

7 

2 

0 

1 

27 

fd) Faculty 

0 

1 

5 

0 

0 

I 

7 

(e) Advariced nature of IIT curriculum 
(1) B ibeh not adequate for Indian 

3 

3 

7 

0 

1 

0 

14 

conditions 

0 

1 

0 

0 

1 

0 

2 

Qg) PC programme in India not attractive 

4 

1 

6 

1 

2 

1 

15 

01) Poo;, industrial development in India 

3 

4 

4 

1 

0 

2 

14 

0) ^0 discrimination overseas 

2 

2 

1 

0 

0 

0 

5 

(j) Attraction of developed countries 

2 

16 

16 

4 

2 

2 

42 

(It) Imagf of being an achiever 

1 

2 

1 

1 

1 

0 

6 

(!) Curiddty, adventure; fteedom 

17 

20 

13 

5 

5 

3 

63 

(m)Wider and better opportunities abroad 

30 

16 

17 

10 

2 

2 

77 

(n) Academic facilities abroad 

9 

11 

8 

3 

5 

4 

40 

( 0 ) Other,reasons 

18 

5 

1 

6 

1 

1 

32 

(p) No response 

8 

22 

35 

3 

9 

14 

91 

Ibtal 

140 

140 

140 

40 

40 

40 

540 


'unknown Bddress' alumni has had no 
statistically signiricant impact on the 
estimated frwtion of alumni abroad. Con¬ 
fidence interval calculations further show 
that the error could be only around -f 2 per 
cent. Thus the overall magnitude of the btain 
drain could range from 29 per cent to 33 per 
cent. 

Some Related Questions 

It would be appropriate.to conclude this 
discussion by offering answers to two ques¬ 
tions which are likely to be raised. The first 
question is: To what extent do the numbers 
obtained for IIT, Bombay hold for the same 
period for the other IITs?’ The second is 
'What is the magnitude of the brain drain 
from IIT, Bombay in more recent years? Has 
it increased or decreased?’ ' 

in order to an.swcr the first question, one 
has to consider the nature of the under¬ 
graduate population al the IITs. These 
students are selected on the basis of a com¬ 
petitive Joint Entrance Examination held on 
all-India basis. Thus there is a ceitain 
amount of similarity in their overall abilities, 
backgrounds, outlooks and aspirations. It 
is therefore very likely that the percentage 
going abroad and settling down would be 
about the same for all the other IITs also. 
It would be safe to estimate that the 
magnitude of the brain drain for the period 
1973 to 1977 for each of the other lllk is 
in the range of 25 to 35 per cent. 

The second question iSi harder to answer. 
In order to obtain a feel, a small study was 
conducted on the number of students who 
have gone abroad for studies immediately 
after graduating in a particular year. The 
year selected was 1986. In this year, 235 
students obtained their B Ibclt degree from 
IIT, Bombay. Letters were addressed to each 
of them and attempts made to ascertain their 
location. It was possible to obtain the cur¬ 
rent addresses of 208 alumni and of these, 
it was found that 102 (49 per cent) had gone 
abroad for further studies. This is an 
unusually high percentage. A similar study 
was then conducted on a sub-group of about 
too students who passed out in 1987 and it 
was found that in contrast to 1986, 35 per 
cent had gone abroad for further slucto. 
Thus there apprars to be a rather wide fluc¬ 
tuation from one year to the next. lb the 
above percentage; one would have to add the 
numbers who go abroad latek and subtract 
the numbers who eventually return in order 
to obtain the overall magnitude of the brain 
drain. Given the fluctuation from one year 
to the next described above and the uncer¬ 
tainties in the other numbers, it appears dif¬ 
ficult to make a firm estimate of the brain 
drain in more recent years and to say 
whether it has increased or decreased. 

CONCUISIONS 

Based on the.cwrent address list, it is 
estimated that 36,8'per cent of the alumni 
of irr, Bombay who passed out with a 
B ‘ftch degree from 1973 to 1977 have settled 
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PUBLIC NOTICE 

APOLLO TYRES LTD 

FORM II A 

NOTICE 

It IS heretsy notified for the information of the public that Apollo’Tyres Ud., proposes to make an application to the Cteitraf Government, 
Department of Comoany Affairs, New Delhi, under Sub-Section(2) of Seaion 82 of the Monopolies arid Restrictive Trade Practices Act, 19W 
for approval of the establishment of a undertaking Brief particulars of the proposal are as under: 

1 Name and Address of the Applicant Apollo Tyres lid, 

4th Floor, Skylark'Buiiding, 

60, Nehru Place, New Delhi -110 019, 


Capital Struc! jrc of th-,' Applicant 

Share Capital 

Authorised 

Issued 

Organisation 


(Rs. Lacs) 

SulFScrIbed 
A paid up 
(Rsyiacs) 


Epuity Shares of Rs. 10/ each 
1*1% cumulative redeemable 

1000 

840.2 


Preference Shares of 

Rs. 100/- each 

200 

74.98 


Management Structure of Applicant Organisation A Public Limited Company managed by two Managing Directors 
indicating the names of the directors including under the superintendence and control of the Board of Diiectors. 

ManagingAvholetime Directors and AAanager, if any The names of directors are as under:- 

1, Shri Raunaq Singh 7. Shri K. Mohan Das 

(Chairman & Managing Director) 8. Shri M,(I,B. Punja 

2, Shri O.S. Kanwar 9- Shri M.Y. Ranade 

(Vice Chairman & Managing Director) 10. Shri Nar Singh Awatar 

3 Shri J Vtellapally 11. Shri N,V. Parameswaran 

4. Shri K. Jacob Thomas 12. Shri O.? Gupta 

5 Shn K1. Kapur 13. Shri R.V, Subrahmanian 

6. Shri K. Mdhanachandran 14. Dr. Surinder Kapur 

Indicate wfiaher the p'oposal leiatrs to The proposal relates to the establishment of a new 

establishment of a new undertaking or a ii.’w undertaking 

Unit/Division 

Location of tfie new nndertaking/Unit/Oivision Vishakapatnam in the State of Andhra Pradesh 

Capital Structure of the proposed unrJertaking Authorised share capital of Rs. 50 crorcs 

Capital to be issued Rs 30 crores 

In case ttie proposal relates to the Production, 

Storage, Supply, Distribution, Marketing or Control of 
any goods/articles, indicate: 

i) Name of goods/articles Polyvinyl Chloride (PVC) 

li) Proposed licensed capacity 1,00,000 tpa 

ill) Estimated annual turnover f&. 187 crores. (approx) 

8, In case the proposal relates to ttie provision of any Not applicable 
service, state ttie volume of activity in terms of usual 

measures such as valuc/income.durnover, etc. 

9. Cost of the project Rs. 90 crores 

10. Scheme of Finance -indicating the amounts to be 

raised from each source Share Capital Rs.AZrores 

Promoters 10.00 

Public 20.00 30.00 

Loans/Debentures etc. 60,00 

90.00 

Any person interested in the matter may make a representation In quadruplicate to the Secretary. Department of Company Affairs, 
G^. of India. Shastri Bhavan. New Delhi, within 14 (Fourteen) days from the date of publication of this notice, intimrting his views 
on tlie proposal and indicating the nature of his interest therein. 

for APOOD TYRES LTa 

(V.P. GOYAL) 
Company Secretary 


Dated: 23.5.88 

Registered Office: 
Cherupushpam Building, 

6lh Floor, Shanmugham Road. 
Cochin-682 031 (Kerala) 
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abAMd. Tfab peKcntage b eMimuedto be 
acbunte to ri>out •<r2 per cent. 

A disdplinewbe bre«k-iq) indicates that 
(here it coiuiderabb variation fh>m one 
di^ldine to another. The highest percentage 
abro^ (418 per cent).giaduated in Bectrical 
Engineoing, while the next highest'(33.5 per 
c^) graduated in Chemical Engine^ng. in 
Mechanical, Civil and Aeronautical 
Engineering, appraximately 25 pa cent have 
soiled abroad. The lowest peremtage abroad 
(around 20 per cent) graduated in 
Metallurgical Engineering. 

Restricting the analysis to alumni who 
graduated in the upper quarter of their class, 
it is estimated that 419 per cent in this group 
are settled abroad. This is 12.1 per cent 
higher than the percentage for the total 
population. 

II 

Understanding the Brain Drain 
Process 

in Section I, results pertaining to the first 
objective of the study, viz, the magnitude of 
the brain drain, were presented. These were 
obtained on the basis of an analysis of cur¬ 
rent addresses of the alumni. In section II, 
we present results concerning the second ob¬ 
jective, viz, understanding the process of the 
brain drain. These results are obtained by 
analysing the replies given by the alumni to 
a questionnaire. 

Table 9: Plans To tio Overseas for 
Highfr Education—Category X 


Yes 

No 

No 

Response 

Total 

f 88 

Per 

220 

22 

330 

cent. 26.7 

66.7 

6.6 

100 

If yes, was admission secured? 


f 61 

21 

6 

88 

Per 

cent 69.3 

23.9 

6.8 

100 

If yes, was financial aid/scholarship offered? 

f 13 

48 


61 

Per 

cent 21.3 

78.7 


100 


Influence 


(a) faiBily lesponabilities 

(b) Marriage 

(c) Good job opportunities in India 

(d) National pride 

(e) Involved in social change 

(0 Good educational facilities in India 

(g) Cultural reasons 

(h) Financial constraints 

(i) Own industry in India—family business 
ti) Lethargy, no confidence^ no interest 

(k) Gesbc to get more experience in India 


DlSCaUPTlON OF QUESTiONMAlRE 

The questionnaire was designed in the 
form of a booklet. It was divided into a 
number of sections to be answered by three 
broad categories of respondents. 

Categoiy X; Alumni who have been work¬ 
ing in Indb since they graduated from IIT, 
Bombay (including those who have been 
abroad for short-term training, those who 
have been sent abroad by their com- 
pany/organiratioh for training/assignment, 
and those who have been abroad just for 
visits). 

Category Y: Alumni who are currently 
living abroad more or less on a permanent 
basis. 

Category Z: Alumni who have been 
abroad for more than one year and have 
returned to settle and work in India. 

The questionnaire consisted of five sec¬ 
tions, A, B, C, D and E. Section A (to be 
answered by all three categories) contained 
some general questions regarding the career 
of the respondent, his further studies, jobs 
held, etc. Sections B, C and D contained 
questions which tried to understand the 
motivations and aspirations of those who 
are abroad and those in India. Section B was 
to be answered by category Y, Section C by 
category X, and Section D by category Z. 
Section E (to be answered by all) asked some 
general questions on the brain drain by 
focusing on the positive and negative 
features of Indian and western societies. 

The questions hare been framed with the 
intention of developing two methods for 
understanding the process of the brain drain 
as it applies to III' graduates. In the first 
method (Sections B, C and D), an attempt 
has been made to trace the professional 
career of the alumnus by analysing his in¬ 
itial decision tg go abroad or not to go 
abroad, his subsequent visits to India, his 
decision to settle down abroad or return to 
India and his views on life overseas and in 
India. In the second method (Section E>. no 
personal questions are asked. Instead the 
respondent is asked to comment on and rate 
certain features of life in western societies 
and in India that help Indians in their deci¬ 
sion to settle abroad or decide to return 
home. Both positive and negative features 
are considered in these questions. Sugges- 
‘tions,have also been invited from those 
abroad and those who have returned to India 



Rank 


Total 

1 

2 

3 

127 

42 

14 

183 

4 

3 

5 

12 

31 

25 

16 

72 

22 

48 

16 

86 

5 

7 

6 

18 

22 

22 

18 

62 

13 

14 

IS 

42 

30 

10 

1 

41 

IS 

6 

0 

21 

14 

11 

1 

26 

6 

7 

0 

13 


Tabu II: 'Visits to India whiu 
Studying Overseas 



Category Y 

Category Z 


f 

Per 

f 

Per 



Cent 


Cent 

Yes 

66 

47.1 

13 

32.5 

No 

51 

36.4 

16 

40.0 

No response 

23 

16.4 

11 

27.5 

Total 

140 

100 

40 

too 

Tabij= 12: Visits to India after 

CoMPLEriNC Studies 



Category Y 

Category Z 


f 

Per 

f 

Per 



Cent 


Cent 

Yes 

115 

82.1 

21 

52.5 

No 

3 

2.1 

5 

12.5 

No response 

22 

15.7 

14 

35.0 

Total 

140 

100 

40 

100 

Table 13: Visits to India with the 

Inti-NT ION or Settling Down 



Category Y 

Category Z 


f 

Per 

f 

Per 



Cent 


Cent 

Yes 

37 

26.4 

18 

45.0 

No 

95 

67.9 

12 

30.0 

No response 

8 

5.7 

10 

25.0 

Total 

140 

100 

40 

100 


regarding the type of organised programme 
necessary for reducing the brain drain. 

The total number of replies received to the 
questionnaire was 510. This is about 40 per 
cent of the total population under study and 
is large enough to draw reasonable infcienca 
regaining the group as a whole. Out of these 
replies, the break-up is as follows: 

Category X - 330 
C^ategory Y - 140 
Category Z - 40 

Using these numbers and the fact that the - ^ 
percentage of alumni settled abroad is 30.8, 
we'estimate that the percentage who went 
abroad but returned = (40/140) x 30.8 » 

8.8 per cent. Thus a total of 39.6 per OH)t., 
(= 30.8 + 8.8) of the alumni have 
abroad, 30.8 per cent have stayed on and8.^,'|; 
per cent have returned. 

Results AND DISCUSSION , 

Initial Decision lo Go Abroad fj, 

Ihbles 6 and 7 present data regarding thd 
initial decision of alumni in categories Y BOfl/; 
Z to go abroad. Ihble 6 shows thiU mott vf.- 
the respondents in category Y took thededi'' 
sion to go abroad when th^ were stu4yiqi|^^ 
at IIT, BombsQr. Further in more than 
cent of the cases, the purpose of the 
visit was for undergoing further sri^ji^ ':, 
(Ikble 7). Only 1S.7 per cent of the aliipMl}- 
in category Y and 22.5 per cent in cateH^‘ 
Z went abroad primarily ftn taking up;jn^: 

The factors idfltiencing the decislii^ ll^ 
alumni to go overseas are listed in 
Only the first three fiactors given 
mpcHKtent are tabulated. From the ’ 


Table 10: Factors Infloenctnc. Decision of Respondents in Category X Nor to Go Abroad 


|||i 4 pi^ieal IXMdy Jime 18, 1988 



Ta«i,2 m: Oroanismions/Persons 
C oNTACtSD RsoarAino Job Oppoktunities 
IN iMbu OR StucriNO Own Venture 



Number of Alumni in 
Category Y Category Z 

Ministry or govern¬ 
ment dept 

8 

3 

Public sector firms 

9 

6 

Private sector firms 

25 

12 

Research laboratories 

9 

I 

Educational 

institutes 

8 

1 

Executives 

11 

7 

Faculty 

7 

0 

Others 

5 

2 


Tabi t 15: Attempt to Obtain Job or. 
S;iAiiT Own Venture bv Correspondence 
I ROM Abroad 



Category Y 

Category Z 


f 

Per 

Cent 

f 

Per 

Cent 

Yes 

22 

15.7 

8 

20.0 

No 

110 

78.6 

28 

70.0 

No response 

8 

5.7 

4 

10.0 

Total 

140 

100 

40 

100 


Table 16; Number or People Abroad 
(CaiecjORY Vj Who Have for Somt Time 
Taken Up a Job in India 


Yes No No Ibtal 
Respotisc 


f 13 115 ■ 12 140 

Per cent 9.3 82.1 8.6 100 

Duration of work in India prior to returning 
to foreign country 


.-•Leiis than 1 year 5 

' 1-2 years 3 

' 2-3 years 3 

More than 3 years 2 

Tout 13 


; Table 17: Intention To Stay Abroad Prior 


■!» Leaving India—Catfoory Y 
■■ ... 


'i, ■ 

< 

f''' 

Yes 

No 

Not 

Applicable, 
No Response, 
Not Sure 

Total 

_ 

24 

106 

10 

140 


17.1 

75.7 

7.1 

100 


y.', 

Table 18; Course of Action Taken by 
.^: jDaijnoRY Y for Staying Back While Abroad 

N. - -- 



Yes 

No 

No 

Tbtal 

U' : 

42 

81 

Response 

17 

140 

.:;^:aent 

30 

57.9 

12.1 

too 


when was such a course of action taken? 



the iRst column, it is seen that the most 
dominant influmoe is the desire to take ad- 
vantaae of wider and bettsr 'aptmrtunitiet 
abroad. Other influences (in order of impor¬ 
tance) are (i) curiosity,Nidventure, freedom, 
(ii) the persuasion of fiunily and friends, and 
Oii) the attractitm of devrioped countries and 
tbdr academic facilities. 

Initial Decision Not to Go Abroad 

Thble 9 presents data about alumni in 
category X who did not go abroad. The table 
shows that out of 330 respondents, a very 
substantial number (88 out of 330, i e, 26.7 
per cent) did plan to go overseas for further 
study. Of these, 61 (69.3 per cent) secured 
admission. However only 13 out of these 61 
(21.3 per cent) obtained offers of rmancial 
aid or scholarships. Thus it appears that lack 
of funds is a major deterrent to going abroad 
and that many more IIT students would go 
if more financial aid/scholarships are 
available in universities in the US and other 
countries. 

Table 10 lists factors influencing the deci¬ 
sion of alumni in category X not to go 
abroad. The first three factors ranked by the 
respondents are considered in the tabulation. 
The totals in the last column show that the 
most dominating factor in this case is given 
as ‘family re$pon.sibilities'. National pride, 
good job opportunities and educational 
facilities in India are also listed as impor¬ 
tant reasons. 

Visits 10 India from Abroad 

Visits to.India while studying abroad and 
after completing studies are given in Tables 
11 and 12. It is seen that the percentage of 
students visiting India while studying and 
after completion of their studies is 47.1 and 
82.1 respectively in the case of category Y 
and 32.S and 5X5 respectively in the case of 
category Z. One-third of the alumni in 
category Y (33.6 per cent) have visited India 
four or more times, while one-fourth (24.3 
per cent) have visited three times. Thus most 
of the alumni in category Y arc seen to be 
maintaining fairlv close ties with India. 

Information on visits made to India with 
the intention of settling down and the per¬ 
sons/organisations contacted for this pur¬ 
pose is given in Tkbles 13 and 14. Table 13 
shows that about one-fourth of the alumni 
in category Y (26.4 per cent) visited India 
with the intention of settling down. This is 
significant number compared to the number 
of alumni in category Z, who did return. As 
is to be expected, a much higher percentage 
of alumni in category Z (45.0 per cent) 
visited India with the intention of settling 
down. Ikble 14 gives the number of alumni 
in categories Y and Z who contacted various 
organisations and persons. A perusal of the 
table shows a deflnite preference for contac¬ 
ting private sector firms and their executives. 

25 respondent tout of 37 in category Y 
who visited Mdia with the intention of set¬ 
tling Uown permanently related some ex¬ 
periences they had in the course of their ef¬ 
forts. Eleven respondents remarked about 
the lack of interest, vagueness, arioganoet 


aibn^eommittBt attitude and pefedved co . 
ruption and nepotism in Indian mganis 
tkms. Five respondents,ipade positiv- 
remarks Mxnit the encouragement Ur 
received in India. Fbur of them admitted m; 
to have been serious.in their ^foru.. 
Cumbersome licensing procedures were , 
major deterrent in the case of prospectitv 
entrepreneurs wanting to return to India..% 
few of them noticed that the job content i.: 
private firms in India would be too poor to 
provide any job satisfaction, while material 
rewards in public sector firms and orgahisa 
tions were felt to be too inadequate. A few 
of them are still trying for faculty pos|tioii.s 
in India or positions in Indian firms and a 
couple have established partnership firms in 
India in association with a resident in India. 

From category Z, 18 people visited India 
with the intention of .settling down i< 
reasonable opportunites t^te given. Of these 
one had already arrang^ for his job on 
return to India. For others the experiences 
ranged between ‘encouraging’ on one side 
and ‘a nightmare’ on the other extreme. 
Some of them received valuable guidance at 
the Consular Office in New York. Some were 
encouraged and influenced by friends and 
relatives to stay abroad rather than return 
to India. Some respondents felt that infor¬ 
mation available to returnees was vague and 
that no reasonable guidance is provided to 
them for immediate placement. 

Tabic 15 shows that a small minority (15.7 
per cent of category Y and 20.0 per cent of 
category Z) attempted to obtain a job or 
start their own venture by correspondence. 
Similarly Table 16 shows that a small 
number of alumni (9.3 per cent) in category 
Y did take up a job in India for some time 
and then returned abroad. These alumni 
have mentioned the following reasons for 
their return: Most of them returned because 
of belter job opportunities and professional 
growth )N>ssibililies existing abroad. A few 
of them found the Indian work environment 
unfriendly, non-moiivated, constrained and 
non-crcative. A few of them came to India 
due to family reasons and returned abroad 
when their problems were resolved. 

Decision to Settle Abroad 

Tables 17 and 18 are concerned with the 
decision to settle abroad by respondents in 
category Y. From Table 17, it is seen that 
most of the alumni (7S.7 per cent) had not 
planned on staying back overseas when they 
lyent from India initially. Only 17.1 per cent 
Md planned on staying back overseas. The 
reasons cited by this grpui) for this prior 
decision are: (i) Pferpeived economic 
freedom, flnancial security, affluence, pro¬ 
fessional growth and freedom abroad; 
(ii) Economic .obstacles, corruption and 
favouritism in India. 

In almost all cases, belief in these reasons 
was strengthened by the experienoe overseas. 
Some of the positive experiences motivating 
continued stay are widw and better oppor¬ 
tunities, encoungement and promotion of 
talent, early flnancial independence; higher 
level of achievement which would not be 
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p«ftiWe is lodk, •t*Btarlan MmoipheR; 
ittirit bned pTOmotion, betta R ud D 
fli|^tle« ud good (iuidity of life. Based on 
Uk above eaperiences, a larger percentage 
(^.0 po cent) say that they ))ljuined a 
ddflttite course of action for sta^ng baclc 
(Ihble 18). This course of action vvas in* 
idated ditflng the period of studies abroad 
astwell as after completion of studies. 
However a large number (57.9 per cent) say 
Uiat they stayed on without really having 
planned or made a conscious decision to do 
sd' 

:A number of possible reasons for staying 
bjKk overseas have been listed in the ques* 
tiennaite. Respondents have been asked to 
check the reasons which prompted them to 
stay back and to rank the reasons. The first 
thVee reasons given by the respondents are 
compiled in Table 19. Totals have been given 
inr the last column assuming that the first 
three ranks have the same weightage. From 
these totals, it is seen that the three main 
reasons for staying back overseas arc; 

(1) The alumnus adjusted well overseas in 
his profession. 

(2) The low and inadequate pay in India as 
compared to the earnings abroad. 


(a) Opportunities for individual, 

academic and professional growth 

(b) Monetary advantage 

6 ) Work recognition 
I) Opportunities for quick rise in 
profession 

(e) Opportunities for experiment and 
application of knowledge 
(f) Soidal adjustment of self 
(^ Social adjustment of family 
Oi) Aur treatment at work 
0) Overall experience of working 
condition* overseas 


(3) The good educational experience en¬ 
countered overseas. 

Ufe Overseas 

Having decided to stay back overseas and 
hwing spent a few years there, how does one 
view life overseas? Various aspects of life 
overseas have been listed and respondents in 
caiepry Y are asked to rate these aspects. 
Their views are tabulated in Ihble 20. It will 
be seen from the table that alumni in 
category Y rate all aspects related to their 
work and profersion and to economic bene¬ 
fits as excellent or good. However there arc 
some misgivings about opportunities for a 
quick rise in the profession and fair treat¬ 
ment at woik. Some rate these as just 
satisfactory. In striking contrast, aspects 
involving social adjustment of the alumnus 
himself and his family are generally lated 
only as good or satisfactory. Very few alumni 
rate these aspects as excellent. Quite clearly 
this is the price one has to pay lor staying 
abroad. 

I'hc inability to be completely absorbed 
and accepted iti the milieu abroad and the 
feeling that one owes some debt to one's 
motherland has prompted most alumni in 


Table 21: Types of Professional i 
Contributions Respondents m Catgoorv Y 


Are Willing to Make in India 


IVpe of contribution 

f 

Per 

C«at 

Conducting summer institutes/ 

training 

54 

40.6 

Consultancy 

Short visit to educational 

82 

61.7 

institutes 

65 

48.9 

Sabbatical to leach in India 
Sabbatical to work in research 

35 

26.3 

institutions in India 

29 

21.8 

Short problem-solving 



assignments 

74 

55.6 

Permanent return 

45 

33.8 

Not interested 

11 

8.3 


Tabie 22: Plans 1 OR Returning to India 
Evi.n Prior io Leaving— CATtooRV 7. 

Yes 

No 

No 

Response/ 
Not Sure 

Total 

t 31 

Per 

4 

5 

40 

cent 77.5 

10.0 

12.5 

100 


calcgoiy Y to icspond very positively to a 
question regarding the types of professional 
contribution they would he willing to make 
in India, fhese contributions along with the 
number and percentage of alumni willing are 
given in Tabic 21. It will be seen that most 
alumni have indicated a svillingncss to help 
in more than one way.' It is al.su interesting 
to note that a substantial number (.13.8 per 
cent) have indicated an interest in a perma¬ 
nent return. 

Decision to Return to India 

We now turn our attention to alumni in 
category /.. I he answer to the question 
whcthci they planned to retui n to India even 
prior to leaving is compiled in Ihblc 22. 77.5 
per cent (31 out of 40) of the alumni indicate 
that they had planned on returning. Of these 
22 respondents furthei go on to state that 
the resolve to return was strengthened by 
their experience overseas. 

Po.ssible reasons for deciding to return 
home are listed in Table 23. The first two 
reasons given by the respondents are com¬ 
piled and totals given in the last column. 
Although the numbers involved are smaller 
than in the other two categories and thus 
subject to more error in interpretation, it is 
clear that the dominant reason for return is 
‘family ties’. The other reasons are also 
essentially non-professional. 

Perceptions Regarding Various Features of 
Life in India and the West 
In a series of four questions, respondents 
in all three categories were asked to give their 
perceptions of various features of life in 
India and in the West which influence 
Indians to decide to stay in India or abroad. 
Positive and negative features of each society 
were listed separately. The respondents were 
asked to check one or more of the features 
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Table 19; Reasons i-ok Siayino Ba( k Ovi KsrA.s As Kanki d m Ki..si>oni>i nis in C.\ii i.(im Y 


Reasons 


Rank 


lotal 


Educational expcgience encountered overseas 
Intended not to return belore leaving 
Did not adjust to Indian work conditions 
Did not adjust to Indidii living conditions 
Adjusted well overseas 
Low and inadequate pay in India 
No one to guide in India 
Unripe, uncongenial, risky environment in India 
Could not get the right job 
Inadequate oi no information on joh 
availability in India 

•Hierarchical nasure of organisation in India 
Inadequate financial support 

(m) Skill cannot be used, 

(n) Weak ties with family 
Marriage to a non-Indian 
Lack of academic freedom and autonomy 

in India 
Other reasons 
No response 
Total 


(a) 

(b) 

(0 

(d) 

(e) 

(f) 
( 8 ) 

(h) 

(i) 

<j) 

(k) 

(l) 


(o) 

(P) 

(q) 

(r) 


Ui 

s 

* 

.S 

2 

27 

25 

0 

5 


6 

4 

4 

1 

1 

1 

2 

20 

15 

140 


II 

4 
3 

5 

31 

17 

2 

3 

2 

6 
7 
3 
5 
1 
2 

2 

5 

31 

140 


6 

3 

7 

3 

15 

23 

3 

2 

1 

3 
9 

4 
4 
0 
1 

2 

3 

SI 

140 


33 

9 

15 

10 

73 

(.5 

5 
10 
7 

15 

20 

11 

10 

2 

4 

6 
28 
97 

420 


Table 20; Ratings on Various Aspects or Lifl Ovrasi ss CAtit-oRV Y 


Aspect 


Excellent Good 


Satis¬ 

factory 


No 

Response 


87 

85 

55 


42 

45 

62 


8 

9 

IS 


41 


59 


30 


62 

12 

8 

28 

56 


45 

50 

48 

74 

68 


2t 

66 

61 

28 


3 

7 

10 


9 

5 

13 

8 
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and to Tank Uiem. IIm frequtiiciea of tha 
fint time rankings axe given categoryvrise 
in Ikbles 24-27. Totals fbr all ranks and 
categories a» given in the last column. 

From Ihble 24, it is seen that a Comfor¬ 
table standard of living’ is rankec] as the 
most positive feature of a western society by 
alumni in all categories. 'A commitment to 
first rate science and technology' is perceived 
as the next most positive feature. These two 
features dominate over the other features 
mentioned in the table. 

liible 25 indicates that ‘cultural in¬ 
congruence’ is the most negative feature of 
a western society which influences Indians 


to return hmne. ’Identity confusion for on^s 
children* and ’fear of children going aatray’ 
are rated as the two next important facton. 
Thus ail the important negative features are 
concerned with the social and personal life 
of the alumnus. 

Reactions to positive features of Indian 
society are compiled in Ihble 26. ’Strong kin 
and family lies’, 'familiarity with environ¬ 
ment and roots’ and ‘cultural congruence’ 
are ranked as the three most important 
positive features aiding a decision to stay in 
India. 

On the other hand, a study of lable 27 
which lists the negative features of Indian 


1 ^Hl i 23: Ri ASONS roR Uic ioin<> to Rciukn HomI;—CatKiORV Z 


Reason 


Rank I Rank 2 


(a) hamily lies 

(b) National pride 

(c) I\)ssibility of doing pioneering work 

(d) Cultural reasons 

(e) Opportunity was available 

(f) Scnsiiivity to work in own milieu 

(g) No option overseas 

(h) Negative experiences overseas 

(i) Mechanical life overseas 
0) Offered job in India 

(k) Other miscellaneous reasons/no response 
Total 



Total 

2.3 

7 

3 

9 

9 

(i 

1 
3 
3 

2 
14 
III) 


soeiety reveals that the inoit do minatin g 
negative feature aiding 4 deci^n to nay 
abroad is the aU pervading presence of a 
'stifling, unren>onsive bunjuicn^. ‘An ugly, 
dirty, crowded urban enviibnment’ and ‘dif¬ 
ficulties in doing first-rate work’ are ranked 
as tlw next most imponanr negative features. 

it is worth noting that.tjie perceptions of 
respondents in all three categories are essen¬ 
tially similar. Sub-totals category wise yield 
almost the same conclusions. 

Suggemions Regarding da Organised Pro¬ 
gramme for Reducing the Brain Drain 
Respondents in categories Y and Z were 
asked to suggest the procedure and the 
nature of an effective organisation for at¬ 
tracting II r alumni back to India. 120 res¬ 
pondents in category Y and 31 in category Z 
have given some useful-suggestions. The 
major suggestions have been compiled under 
a few broad headings. 

Caiagory Y: 

(I) Lstablish an effective organisa¬ 
tion which can provide inforina- 
lioii to alumni on jobs and oppor¬ 
tunities, counselling, R and D 
guidance, business consultancy, 
etc. 44 


Taiili 24; Posnivi- Fi'AiuRksoi Wt,sii-RNStxit-rtrs THAT Hiii p Indians Bi-cosir nsiiciRANis 


I'cainres 

1 

_X _ 

Rank 

2 

3 

1 

Y 

2 

” 3 

\ ' 

Z 

Rank 
’ 2 

3" 

Total 

(a) A strong sense ot fairness and justice 

35 

22 

28 

23 

15 

17 

7 

3 

3 

153 

ib,c) Commitment to first rate science and technology 

52 

75 

71 

25 

27 

23 

7 

5 

5 

290 

(d) Second ‘rate' persons can produce good quality 











work 

12 

27 

19 

1 

9 

4 

1 

1 

4 

78 

(e) Many geographical and occupational options 

7 

13 

24 

5 

20 

17 

0 

8 

1 

95 

(0 Clean, healthy etisironment 

9 

20 

47 

2 

16 

21 

1 

6 

A 

128 

(g) Good communication and transportation facilities 

I 

32 

34 

0 

8 

15 

0 

5 

s 

100 

(h) Easy access to good educational facilities 

25 

48 

30 

s 

7 

12 

I 

2 

2 

132 

(i) Comfortable standard of living 

166 

58 

22 

53 

20 

II 

14 

2 

5 

351 

I'AHii 2.S; Nes.aiivf Feaiukisoi Wish 

RN Sot It rii.s That Hr 

1 P iNItlANS DPCTDI- to RLIUKN HoME 



Features 


X 



Y 



Z 


Total 



Rank 



Rank 



Rank 




1 

2 

3 

1 

2 

3 

1 

2 

3 


(a) Difficult to develop meaningful relationships 

31 

45 

26 

13 

18 

14 

7 

2 

3 

159 

(b) No feeling of uniqueness 

10 

9 

II 


•% 

6 

1 

1 

3 

45 

(c) inability to rise to the top 

33 

25 

30 

19 

6 

II 

2 

5 

4 

135 

(d) High crime rate/drug addiction 

11 

19 

32 

5 

13 

11 

4 

4 

7 

106 

(e) Bseling of being on the fringe of society 

47 

35 

27 

13 

12 

9 

3 

2 

6 

154 

(f) Cultural incongruence 

91 

50 

38 

34 

22 

14 

4 

6 

3 

262 

(g) Identity confusion for children 

20 

64 

54 

9 

25 

15 

2 

9 

1 

199 

(it) Fear of children going astray 

52 

38 

40 

21 

17 

12 

12 

3 

5 

200 

(i) Lack of involvement in public affairs 

IS 

15 

21 

4 

5 

8 

0 

0 

0 

68 


Tabi e 26: Positive FEAti.Ri s or Indian So< iety Aidino Decision To Stay in India 


Features 


X 



Y 



Z 


Ibtal 

I 

2 

3 

I 

2 

3 

1 

2 

3 

(a) Sensitivity to one's duty, identity, commitment 

23 

13 

14 

16 

5 

14 

7 

2 

3 

97 

(b) Being a pioneer, one of a few 

20 

19 

10 

0 

4 

5 

1 

1 

3 

63 

(c) Posstbiiity of rising to the top 

36 

57 

26 

5 

12 

II 

2 

5 

4 

158 

(d) Familiarity with envintnment and roots 

55 

34 

49 

14 

20 

21 

4 

4 

8 

209 

(e) cultural congruence 

40 

50 

41 

12 

14 

17 

3 

2 

6 

185 

(0 Ftteltng of belonging/invoivcmeni 

30 

39 

50 

9 

15 

16 

4 

6 

3 

172 

(g) Privileged family background—-wealth, power, status 

49 

19 

34 

22 

18 

5 

2 

9 

I 

159 

(h) Strong kin and family ties 

41 

48 

32 

35 

22 

13 

12 

3 

5 

211 

(i) Involvement in public affairs 

0 

2 

2 

2 

1 

2 

0 

0 

0 

9 

(j) Mmbership in traditional middle class family 

7 

10 

12 

2 

I 

2 

0 

0 

0 

34 

(k) Participation in India's development 

7 

8 

II 

11 

10 

9 

2 

3 

4 

63 


292 
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Fixtures 


Table 2?; WEOAtivfe Phatures or 1i»idi>w Society Aiding Decision To Suv Ab^d 


(a) Minority statw—religion, caste, language, state 
Difficult to suy abreast of latest developments in 
science A technology 

(c) Difficult to do first-rate work 

(d) Ugly, ditty, crowded urban environment 

(e) Few geographical and occupational options 
(0 Kin and family expectations and demands 
W Inadequate and expensive medical care 

(h) Inadequate transportation facilities 

0) Alienation of western educated middle class society 

0) Stifling, unresponsive bureaucracy 

^)No access to good educational facilities for children 



X 



Y 



z 


Tota 


Rank 



Rank 



Rank 


1 

2 " 

3 

! 

2 

3 



3~ 

11 

8 

16 

5 

1 

5 

2 

1 

2 

51 

34 

38 

40 

14 

It 

10 

4 

0 

4 

155 

40 

48 

44 

20 

17 

13 

1 

8 

6 

197 

54 

56 

41 

23 

27 

16 

9 

4 

5 

235 

20 

31 

24 

6 

15 

14 

1 

5 

2 

118 

4 

8 

12 

3 

2 

5 

1 

0 

3 

38 

1 

0 

4 

0 

0 

3 

0 

0 

0 

8 

.7 

27 

38 

2 

12 

19 

0 

9 

2 

112 

8 

9 

8 

2 

2 


0 

0 

1 

32 

103 

54 

45 

50 

25 

19 

13 

5 

8 

322 

3 

12 

14 

3 

6 

il 

0 

0 

s 

51 


(2) Organise exchange programme 
seminars, class reunions, joint 
research projects, joint 

ventures to 

(3) Prepare a directory of alumni 
abroad providing their ‘profile’ 
and make this available to 

Indian employers .s 

(4) Have more frequent direct com¬ 
munication with alumni 12 

(5) Help in providing better housing, 

schooling for children, faci¬ 
lities lik'e‘telephone, etc, for 
returnees 16 

Category Z; f 

(1) Provide up-to-date information 
on jobs and opportunities asaila 

ble for returning alumni 7 

(2) Provide career counselling to 
alumni in India and abroad'cflec- 
tivc consultancs foi establish 

ing own business or joint 

ventures in India t 

(3) Establish an organisation with 
a few senior specialists who 
would occasionally travel abroad 

and provide advice to alumni 5 

A small number of alumni, 13 in catc- 
gor;^ Y and 4 in category /. feel that any 
organised attempt would be irrelevant and 
ineffective. 

Most of the suggestions emanate from the 
feeling that there is a general lack of infor¬ 
mation on opportunities in India and that 
communication links are poor. It is felt that 
the availability of more information and the 
establishment of better channels of com¬ 
munication along the lines suggested would 
help more alumni to take a decision to return 
to India. 

Conclusions 

Of the many findings presented in this 
paper, three are worth reiterating. The first 
is that a substantial number of alumni out 
of thoit who did not go abroad were willing 
to go if flnancial aid had been available. 
Thiis the real control on the number going 
is exercised by the opportunities available 
abroad. The second flnding is that a large 
niunbff out of those who settle abroad do 
so without really having planned or made 
a conscious decision in this regard. They 
seem to slip gradually into an environment 
in which the salary and working conditions 


are excellent and the opportunities Ibi ad¬ 
vancement arc good. The third and perhaps 
the most important finding is that the piin- 
cipal positive tcainrc of a western society 
which encourages Indians to settle theic is 
a ‘comfortable .standard of living’. ‘A com¬ 
mitment to first rate science and technology’ 
is perceived as’thc next misst positive fcaiurc. 
This would appear to be a vindication of the 
statement often made that ‘brains go where 
money is’. These two positive features com¬ 
bined with the most dominating negative 
feature of Indian society as perceived by the 
alumni, vi/., ihe all pervading presence of a 
stifling, unresponsive bureaucracy, arc the 
root causes ol the heavy brain drain of I IT 
graduates. 

The implications of these findings are ob¬ 
vious. One arrives at the .somewhat pessi¬ 
mistic conclusion (hat so long as freedom 
of movement exists and so long as Ihe coun¬ 
try remains economically poor, there i.s lit¬ 
tle prospect of eliminating or even substan¬ 
tially reducing the brain drain of I IT' 
graduates. The measures suggested for 
reducing the brain drain (if implemented 
seriously) can at best help to achieve a 
marginal decrease. 

On the positive side, it is worth noting that 
many of those settled abroad do have a 
strong feeling and wish to contribute to the 
nation’s development. It would therefore be 
useful to .set up organisational structures 
(both at the governmental and non-govern¬ 
mental level) to establish effective links with 
alumni abroad and organise professional 
visits of varied durations on a regular basis. 
Such visits could result in a fruitful inter¬ 
change of ideas and lead to a limited utilisa¬ 
tion of the talent lost overseas. 

Notes 

[This work has been done as part of a project 
sponsored by the Department of Science and 
Itehnology. The financial assistance received 
is gratefully acknowledged,] 

I Many respondents have commented on this 
aspect. The following are two typical 
comments; 

“After coiripTetion of studies. I decided to 
siay'liack for a couple of years for training. 
I slowly got used to the American work en¬ 
vironment with limitless career opportunities. 
) did not think it was prudent to go back to 
lnc& and risk my career. Since I did not have 


influential contacts in India or the fmancial 
backing, I fell 1 was better off in the US!’ 
'“I know a lot of I IT graduates in the US. 
Not one pre-planned staying on for the rest 
of his life. Almost eseryone did. You can say, 
‘It ju.st happened!’. But it is very gradual. You 
work hard, you have an interesting job, the 
salary is good, you get a promotion every 
couple of years, you are accepted by the 
society, you get ahead in life. You can say, 
‘It just happened’. ’’ 

2 A typical comment; 

“IIT is recognised in the USA as an outstan¬ 
ding institution that has contributed much 
to US science. It is only fitting that IIT 
should ask all of us, who have benefited 
.strongly from our education there tat a very 
low cost, 1 might add) to contribute back to 
it—in terms of time, talent, money, etc" 
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DISCUSSION 


On ‘SociaUsm in One Country 

Khagen Daa 


ACHIN VAN AIK’S article (EPW) is a severe 
indictment of Soviet foreign policy pursued 
by Lenin’s successors, including Stalin. 
^4ulaik argues that the pursuit of ‘socialism 
in one country* is the sole reason for the 
^mergence of the later Soviet foreign policy 
and this he laments was a departure from 
'classical Marxism’. 

Let us examine Lenin’s view on the pursuit 
of ‘socialism in one country’ and see 
whether Stalin’s views and practice were con¬ 
sistent with those of Lenin. According to 
Stalin, Leninism not only restored Marxism, 
but also took a step forward, developing 
Marxism further under the new conditions 
of capitalism and of clas.s struggle of the 
proletariat. Leninism is Marxism of the era 
of imperialism and the proletarian revolu¬ 
tion. leninism is the theory and tactics of 
the proletarian revolution in general and the 
theory and tactics of the dictatorship of the 
proletariat in particular. Stalin says further 
that it must not be forgotten that between 
Marx and Engels, on the one hand, and 
Lenin, on the other, there lies a whole period 
of undivided domination of the oppor¬ 
tunism of the Second International and the 
ruthless struggle against this opportunism 
could not but constitute one of the most 
important tasks of Leninism. Thu.s, accord¬ 
ing to Stalin, L^nin developed and impriwed 
Marxism to a higher level such that modern 
scholars not only study Marxism but 
Marxism-Leninism'. 

Before going through Lenin’s as well as 
Stalin’s policy of ‘socialism in one country’, 
let me discuss their concern for inter¬ 
nationalism and international revolution. 
In Foundations of Leninism Stalin says 
“... could the Russian communists confine 
their work within the narrow national 
bounds of the Russian revolution? Of course 
not. On the contrary the whole situation, 
both internal (the profound revolutionary 
crisis) and external (the war), impelled them 
to go beyond these bounds in their work, to 
transfer the struggle to the international 
arena, to expose the ulcers of imperialism, 
to prove that the collapse of capitalism was 
inevitable, to smash social-chauvinism and 
social-pacifism, and finally, to overthrow 
capitalism in their own country and to forge 
a new fighting weapon for the proletariat— 
the theory and tactics of the proletarian 
revolution—in order to facilitate the over¬ 
throwing of capitalism for the prolefarians 
of all countries. Nor could the Russian com¬ 
munists act otherwise, for only this path 
offered the chance of producing certain 
changes in the international situation which 
could safeguard Russia against the restora¬ 
tion of bourgeois order”. And in quoting 
Lenin to s|bstantiate his view, Stalin says: 
”We cannot regard it as accidental that as 
early as 1902, when the Russian revolution 
was still in an embryonic state, Lenin wjote 


the prophetic words in his pamphlet What 
Is To Be Done?: ‘History has now con¬ 
fronted us [the Russian Marxists] with an 
immediate task which is the most revolu¬ 
tionary (Lenin’s italics] of all the immediate 
[Ijenin's italics] tasks that confrom the pro¬ 
letariat of any country. The fulfilment of this 
task, the destruction of the powerful 
bulwark, not only of European, but also (it 
may now be said) of Asiatic reaction, would 
make the Russian proletariat the vanguard 
of the international revolutionary pro¬ 
letariat! It is quite clear that by fulfilling the 
tasks of the Russian revolution the Russian 
communists have become the vanguard of 
international revolution!’ Thus Lenin and 
Stalin have systematically taught and trained 
the Russian proletariat to rise above chau¬ 
vinism and pacificism and adhere to the 
principle of internationalism and class 
struggle. 

Then Lenin fought against all sorts of 
opportunism and his relentless fight was 
highly acclaimed by his disciple, Stalin, who 
says, “it became necessary to overhaul the 
entire activity of the Second International, 
its entire method of work, and to drive out 
all philistinism, narrow-mindedness, politi¬ 
cians’ tricks, renegacy, social-chauvinism 
and social-pacifism. It became necessary to 
examine the entire arsenal of the Second 
Intemationtd, to throw out all that was rusty 
and antiquated, to forge new weapons... 
The honour of bringing about this general 
overhauling and general cleansing of the 
Augean stables lof the Second International 
fell to Lenin!’ 

As to the political slogans and political 
resolutions of the parties of the Second 
International, it is sufficient to recall the 
history of the slogan ‘war against war’ to 
realise how utterly false were the political 
practices of those parties which used pom¬ 
pous revolutionary slogans and resolutions 
to cloak their anti-revolutionary deeds. At 
the Second International at the Basle Con¬ 
gress, they had threatened the imperialists 
with all the horrors of insurreaion if they 
should dare to surt a war, and with the 
menacing slogan ‘war against war’. But, 
some time after, on the very eve of the war, 
the Basle resolution was pigeonholed and the 
workers were given a new slogan—to exter¬ 
minate each other for the glory of their 
capitalist fatherlands. Is it not clear that 
revolutionary slogaas and resolutions are not 
worth a farthing unless backed by deeds? 
One need only contrast the Leninist policy 
of transforming the imperialist war into civil 
war with the treacherous policy of the 
Second International during the war to 
understand the utter baseness of the oppor¬ 
tunist politicians and the full grandeur of 
the method of Lenin. In this way Stalin 
acclaimed Leninist internationalism and he 
himself fought throughout his life against 


opportunists, chauvinists and padfists. 

Lenin visualised that imperialism is the eve 
of the socialist revolution. Following Lenin, 
Stalin explained that, formerly, the analysis 
of the prerequisites for the proletarian 
revolution was usually approach^ from the 
point of view of the economic state of indi¬ 
vidual countries. But this approach was no 
longer adequate. Now the matter must be 
approached from the point of view of the 
economic state of alt or the majority of the 
countries, from the point of view of the state 
of world economy; for individual countries 
and individual national economies have 
Ci'S’sed to be self-sufTicient units, have 
become links in a single chain called the 
world economy, for the old ‘cultured’ 
capitalism has evolved into imperialism, did 
imperialism is a world system of Bnaneial 
enslavement and colonial oppression.of the 
x'asi majority of the population of the world 
by a handful of advanced countries. Hence 
the Marxist-Leninist must speak of the exis¬ 
tence of objective conditions for the revolu¬ 
tion in the entire sy.stem of the world im¬ 
perialist economy as an integral whole, Thus 
Stalin becomes an ardent upholder and 
preacher of international revolution. 

To become a true internationalist, Stalin, 
a staunch follower of Lenin, always upheld 
and propagated the principle of inter¬ 
nationalism and transformed it into deeds. 
He confessed that the revolution would not 
have been victorious in Russia, and Kolchak 
and Denikin would not have been crushed, 
had not the Russian proletariat enjoyed the 
sympathy and support of the oppressed 
peoples of the former Russian Empire. 
Without this it would have been impossible 
to consolidate Soviet power, to implant real 
internationalism and to create that remark¬ 
able organisation for the collaboration of 
peoples which is called the Union of Soviet 
Socialist Republics, and which is the living 
prototype of the future union of peoples in 
a single world economic system. 

Yet Vanaik criticises Stalin for allegedly 
jettisoning the classical perspective on the 
relationship between the building of socia¬ 
lism in the USSR and the international 
revolutionary process in favour of ‘socialism 
in one country’. Unfortunately, Vanaik does 
not give any concrete evidence in support of 
his allegation. Is Vanaik aware of the world 
shaking impact of the Russian revolution 
and thereafter the socialist construction led 
by Stalin on the working class people 
throughout the world and natitmal liberation 
struggles of the oppressed nations? Perhaps 
he does not know the degree of frustration 
which has gripped the revolutionary masses 
of the world as a result of the capitalist 
restoration in the Soviet Union instead of 
the pursuit of ‘.sodalismdn qne country’. The 
most pernicious effect of this bourgeois 
restoration is v<ry«rudely manifested when 
anti-Marxist authors throughout the world 
(including China?) have been over-kealously 
asserting that Marxism as a philosophy and 
as an economic theory has no relevance for 
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ptoi rt M ttUtliutMindlin 
t‘ one w^ct cttuatry titer another has 
n stored capitaliim replacing socialism. 

(ould such a dangerous phenomenon have 
r :cttrred while the great internationalist 
Scalin was alive!? 

What Lenin Meant 

Now let us examine s^t Lenin meant by 
‘• odalism in one country’ and whether 
Stalin deviated at all from Lenin’s principle 
i t this respect? In his pamphlet On the 
‘■logansfar a United States qf Europe Lenin 
says “uneven economic* and political 
(it^opment is an absolute law of capita- 
I'sra. Hence the victory of socialism is pos¬ 
sible first in several or even in one capitalist 
country taken separatdy. The victorious pro¬ 
letariat of that country, having expropriated 
the capitalists and organised its own sodalist 
production, would stand up against the rest 
of the world, the capitalist world, attracting 
to its cause the oppressed classes of other 
countries, raising revolts in those countries 
against the capitalists, and in the event of 
necessity coming out even with armed force 
against the exploiting classes and their 
states” The signiftcance of the specific 
features of the October Revolution or its 
importantipternational nature can be easily 
gauged from Lenin’s quotation which Stalin 
particularly emphasised. And whoever is 
engaged in communist and revolutionary 
movements is well aware how much material 
and finandal help they received from Stalin’s 
socirdist state, and that would have been 
quite impossible if there had not been 
‘socialism in one country’. 

In this connection what Mao Zedong said 
about Stalin’s internationalism in 1939 is 
relevant here: “The Soviet Union is a 
socialist country, a country in which the 
Communist Party is in power, and it neces¬ 
sarily maintains a clear-cut two-fold attitude 
towards wars: (1) It firmly refuses to take 
paa in any uiyust, predatory and imperialist 
war and maintains stria neutrality towards 
the belligerents. Hence the Sovia Red Army 
will never disregard principles and join either 
of the imperialist war fronts. (2) It actively 
supports just and non-predatory wars of 
liberation. For instance, it helped the 
Chinese people in their war of the Northan 
Expedition thirteen years ago and the 
Spanish people in thdr war against Germany 
and Italy up to this last year; it has been 
helping the Chinese people in their war of 
resistance against Japan for the last two 
years and the Mongolian people in resisting 
Jtqsan for the last few months and it will cer- 


give blip to any war tot the Ubeiation 

muses or of a nation whidi may 
weak out in other couptriaain the fiiture... 
The history of the Sovia Union in the last 
twenty-two years hu alroidy proved this, 
and history will prove it again in the future’’ 
iSaeeted Works, Vol II, pp 277-78). Again, 
congratulating Stalin on his birthday, Mao 
says, “Congratulating Stalin means suppor¬ 
ting him and bis course; supporting the vic¬ 
tory of socialism, and the way forward for 
mankind which he points out, it means sup¬ 
porting a dear friend. For the great majority 
of mankind today arc suffering, and man¬ 
kind can free itself from suffering only by 
the road pointed out by Stalin and with his 
help. No government of any imperialist 
country hu given u teal help since the out¬ 
break of the War of Resistance against 
Japan, the Soviet Union alone has helped 
China with its aviation and supplies. Stalin 
is the true friend of the cause of liberation 
of the Chinese people. No attempt to sow 
dissension, no lies and calumnies can affect 
the Chinese peoples’ whole-hearted love and 
respect for Stalin and our genuine friend¬ 
ship for the Soviet Union!’ 

Is any further evidence required to 
di.sprove Vanaik’s false allegation that 
“During Stalin’s time the defence of the 
USSR became the primary responsibility 
always and everywhere for all socialists 
whether inside or outside the USSR”? Had 
not the Comintern, which in Lenin’s time 
was perceived as a genuine international 
combat organisation, played its role effi¬ 
ciently during Stalin’s period as mentioned 
by Mao? The USSR under the leadership of 
Stalin wu able to help different revolu¬ 
tionary struggles, not only because ‘socia¬ 
lism in one country’ was fca.sible but also 
became a reality, indeed, with some con¬ 
comitant aberrations which were impossible 
to avoid as there was no previous experience 
of socialist construction. Thus the Comin¬ 
tern under Stalin’s leadership became a real 
instrument to stimulate international class 
•struggle and revolution. Mao’s appreciation 
of Stalin’s revolutionary international tasks 
is an outright rejection of Vanaik’s charge 
that the Comintern became in Stalin’s time 
a straight-forward tool whose primary pur¬ 
pose was to ensure that the other communist 
parties outside the USSR aaed at the behe.M 
of the Kremlin—which has been the long¬ 
standing mischievous propaganda of the 
imperialists only to denigrate Marxism 
aaualised in Stalin’s USSR. Stalin in fact 
pointed out: “.. .lack of confidence in the 
intanational prolaarian revolution, lack of 
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eoBfidmee hilts victory, asceptical atdtute 
towards national Hboation movemenu in 
the colonies and dependent countries... 
teiluic to understand ^ dementary demand 
of internationalism, by virtue of which the ’ 
viaory of socialism in one country is not 
an end in itself, but a means of developing, 
and supporting the revolution in otha coun¬ 
tries” (Collected Works, Vol VII. p 169). He 
further added: “That b the path of nationa¬ 
lism and degeneration, the path of the com¬ 
plete liquidation of the proldariat’s inter- 
lational policy, for people afflicted with this 
disease regard our country not a.s a part of 
the whole that is called the world revolu¬ 
tionary movement, but as the beginning and 
the end of that movement, believing that the 
interest of all other countries should be 
sacrificed to the interests of our country” 
(ibid, pp 169-70). And this has been amply 
corroborated by Mao’s appreciation of 
Stalin’s unprecedented international perfor¬ 
mances. It is clear as daylight that Stalin’s 
pursuit of ‘socialism in one country’ was 
never conflned to the ‘interests of one coun¬ 
try’; on the contrary, it was a ‘means of 
developing and supporting the revolution in 
other countries’. 

Fkkoks of 201 h Conorhss 

Is Vanaik not aware of the worldwide 
repercussions on the international com¬ 
munist movement resulting from the shame¬ 
less denigration of Stalin by Khrushchev in 
his seerrt report to the 20th Congress? This 
has been distinctly summed up by the then 
CPC leadership in its ‘Open Letter to the 
Central Committee of the CPSU’, published 
in the People's Daily and Red Flag on 
September 6, 1963: “But history cannot be 
altered. People not .suffering from too short 
a memory will recall that by its errors the 
20th Congress produced not ‘splendid’ or 
‘majestic results’ but a discrediting of the 
Sovia Union, of the diaatorship of the pro¬ 
letariat and of socialism and communism, 
and gave an opportunity to the imperialists, 
the reactionaries and all the other enemies 
of communism, with extremely serious con¬ 
sequences for the international communist 
movement!’ 

After the Congress, imperialists and re¬ 
actionaries everywhere stirred up a world¬ 
wide tidal wave against the Soviet Union, 
against communism and against the people. 
The US imperialists saw the all-out attack 
on Stalin by the leadership of the CPSU a: 
something that was “never so suited to out 
purposes”, they talked openly about using 
Khrushchev’s secret report as a “weapor 
with which to destroy the prestige and influ¬ 
ence of the communist movement” (Ne^ 
York Times, June 23, I9S6) and they took 
the opportunity to advocate ‘peaceful 
transformation’ in the Soviet Union. 

The Titoites wildly attacked the dictator¬ 
ship of the proletariat and the socialist 
system. They declared that the 20th Congress 
of the CPSU ’created sufficient elements’ for 
the ‘new course* which Yugoslavia had 
started and that the ‘question now is whetlwr 
this course will win or the course of 
Stalinism will win again”. 
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: in ns ^Mttmwtto to me woncere ana 
Peoples of the Entiit Worid, the so-called 
Fourth International said: “Today, when the 
Kremlin leaders are themselves admitting the 
crimes of Stalin, they implicitly recognise 
that the indefatigable struggle carried on... 
by the world Trotskyist movement against 
the degeneration of the workers' state wa.s 
fuliy justified”. 

The errors of the 20th Congress brought 
great ideological confusion in the inter¬ 
national communist movement and caused 
it to be deluged with revisionist ideas. Along 
with the imperialists, the reactionaries and 
the Tito clique, renegades from communism 
in many countries attacked Marxism- 
Leninism and the international communist 
movement. 

In fact, after Stalin's deaiti Soviet foreign 
policy began changing through adoption of 
the policy of peaceful co-exi.stencc as a 
‘.strategy’ instead of as a ‘tactic’. The policy 
of peaceful co-cxistence as tactics was evol¬ 
ved by Lenin and persistently pursued by 
Stalin. But the latter never made this policy 
a strategy which was done by Khrushchev 
and is being vigorously followed and ex¬ 
tended by Gorbachev. Hence it is no use 
Vanaik lamenting, “What Gorbachev has 
done is to displace the revolutionary .strug¬ 
gle for world socialism from the agenda 
altogether". Gorhaciiev gels Vanaik’s fullest 
support not only for the determination to 
avoid a direct war between the US and the 
USSR but also for his strategy of peaceful 
co-cxi.slence. What Vanaik forgets is that the 
pursuit of ‘socialism in one country’ has 
been replaced by the pursuit of bourgeois 
restoration. 

While the pursuit of ‘socialism in one 
country' w(k. in full force, industrial and 
agricultural development was unprecedented 
which will be confirmed by the data in the 
Ihbic. The figures are taken from the Report 
to the XXIIl Party Congress and illustrate 
the state of the crisis of industry in the 
capitalist countries during the period from 
1934 to 1938 and the industrial progress in 
the USSR. The 'Bible also shows that the 
Soviet Union was Che only country in the 
world where crises were unknown and where 
industry was continuously on the upgrade. 
Even after the devastation of the Soviet 
economy during &cond World War it not 
only recoverd but surpassed all previous 
records of production. Then Stalih dared to 
declare Soviet society a socialist society 
although there remained some problems of 
socialism to be solved. Some of these pro¬ 
blems were discussed by Stalin in his famous 
pamphlet Problems of Socialism in the 
USSR before his death. 

But how did this miracle, which was 
highly appreciated by Bigore who compared 
it to the work of the legendary magician of 
the Arabian Nights when he visited Russia 
in 1930, happen? This was possible because 
there was centralised planning under the 
leadership of the Communist Party led by 
Stalin who inspired the entire party and the 
masses who fulfilled the targets of the first 
five-year plan and second five-year plan well 


aneaa ot scDeauieo tane; rneat {Main deter¬ 
mined the whole course of deittlopment of 
industrialisation and collectivisation and 
they had been preceded and followed by a 
suige of labour enthusiasm which caught up 
the workers and peasants and which found 
expression in socialist emulation. Here we 
can al.so refer to the Stakhanovite movement 
and its great impact upon the momentum 
of production in all fields. It is obvious that 
centralised planning was the basis for these 
phenomena of which socialist emulation was 
the core for accomplishment of socialist 
industrialisation and agricultural develop¬ 
ment. And without planning there would 
have been only spontaneity, chaos and 
anarchism which would have produced 
poverty, unemployment, disease for the 
people and wealth for a minority. In spite 
of that Gorbachev says that centralised plan¬ 
ning in so vast a country as the USSR i.s not 
feasible. He thus distorts the facts of history, 
of developing socialism in one country 
through centralised planning under Stalin, 
and releases the floodgates for capitalist 
restoration through introduction of private 
enterprises in industry, agriculture, trade, 
and free market in the name of glasnost and 
perestroika. It is well known that Marx, 
Engels and Icnin always emphasised centra¬ 
lised planning and Stalin made backward 
agricultural Russia the most advanced land 
of Europe through centralised planning. As 
a result Moscow became the fortress of inter¬ 
national revolution. 

Vanaik again denigrates Stalin while 
distorting facts when he says, “Whereas 
‘peace and socialism’ were indissolubly con¬ 
nected by ‘classical’ Marxism, they hove been 
progressively separated by Lenin’s succes¬ 
sors, particularly in the post-War era’’. What 
has been discussed so far in support of 
Stalin’s obligations and duties for inter- 


‘Maonoi dus AtniggK aito lUMdi goeddioi 
dwpoft-VMu'.period tOl Stalin wu ative, and 
that has been ami^ manifested thmughlhc 
revolutionary stni^es in China, Vietndm. 
Malaysia, Burma, India (particularly the 
Ihlengana struggle) and hbove all Iforea 
where help in the form of money, itsen, 
materials and advice was constantly forth¬ 
coming from the USSR led by Stalin. Hence 
there did not arise any quesMon of pto- 
gressive separation of ‘peace and socialism’ 
till Stalin was alive. Is Vanaik aware of the 
fact that Stalin advised the delegation of the 
then CPI comprising Dange, Ajoy Ohosh 
and Namboodiripad in 1949 that they who 
had continued the struggle so long should 
themselves considn' and judge the concim 
situation of the struggle and decide whether 
to continue the strug^e or not? 

The last but not the least defect of 
Vanaik’s article lies in his categorjsing 
Marxism as ‘classical’. Marxism is a science. 
Can science be termed as ‘classical’? Certain- 
iy not. Science is enriched, improved and 
developed, so also Marxism. Through 
research, experiment and constant practice, 
Marxism has been enriched and developed 
by Lenin, Stalin and Mao Zedong. The term 
modern Marxism is being used of late by 
so-called neo-Marxists who are, in fact, 
revising and reducing Marxism to be accept¬ 
able to the bourgeoisie as they rob Marxism 
of its revolutionary living spirit, its eSence, 
retaining its outer shell, its form only. 
Virtually they have abandoned Marxism, 
and they are simply liberal bourgeois intel¬ 
lectuals who study Marxism intensively not 
for fuiniling the interests of the working 
people but for sowing confusion among 
them and thus dilute the revolutionary 
essence of Marxism. And the outcome is 
grand revisionism. 
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With the balance of payments position becoming more difficult, 
the official policy is undergoing a sharp shift in favour of direct 
foreign investment. The implications are that the whole of 
India’s production structure based on high technology is 
proposed to be brought within the ambit of foreign ownership 
or at least joint ownership. 1309 

The several innovations in the 1988-91 import and export 
policy aimed at further trade liberalisation are unlikely to 
be enough to push Indian industry to raise the international 
competitiveness of its products. 1331 


Effectiveness of Poverty 
Alleviation 

The major poverty alleviation 
programmes were evolved to 
enhance income levels and living 
standards of the poor through 
employment generation and 
provision of a minimum needs 
package within a limited set 
of socio-economic parameters. 

How far have these programmes 
been effective? Can the IRDP 
programme be justified in 
terms of the efficiency of 
investment for the poorest 
of the poor? The PAC’s 
recent recommendations 
on reshaping tlie 

IRDP. A-69, A-77, A-89 

Growing Trees Is Not All 

The current social forestry 
programmes arc gravely flawed. 
What they amount to is 
commercial tree farming 
which adds to human misery 
and further accelerates 
the degradation of the 
environment. 1314 

Vital Omissions 

The Tamil Nadu governor’s 
recently announced package of 
measures to spur industrial growth 
in the state ignores the very factors 
responsible for the slack which 
the governor had earlier 
elaborated upon. 1312 


Unpalatable Recipe 

Over-emphasising supply-oriented 
policies especially when our 
i.Tfra$tructure is still inadequate 
and the savings rate is too low to 
give a boost to infrastructural 
investments will only lead to 
distortions in the economy. 1307 


Poor Forecasting 

Forecasting of government revenue 
and expenditure is an intricate 
problem. If the forecast errors are 
very large they can create large 
distortions in the implementation 
of economic policies. Evaluation 
of the forecasting efficiency 
of central budgets. 1323 

Women in Tribal 
Societies 

Male domination in tribal 
.societies increases with the 
movement towards settled 
agriculture. But the right of 
women to their earnings still 
holds and they have not 
completely lust their 
autonomy. 1311 

Understanding Mughal 
Economy 

The mass of quantitative economic 
data presented in Abul Fazl's 
Ain-i-Akhari can be interpreled'to 
historically construct the Mughal 
economic structures and to 
understand the developiqg 
trends and tensions in the 
society. 1319 

Impact of Islamisation 

General Ershad’s recent 
announcement turning Bangladesh 
into an Islamic republic has deeply 
hurt those who in 1971 had opted 
for a separation between 
religion and the state. In 
(^kistan l.slami.sation has ...-o - 
brought in a series of measures / 
which will further curb the''' 
already limited legal rights 
of women. 1317, IMSlP 


LETTERS TO EDITOR 


Pdbmd: Political Freedom 
and Productivity 

THE comment on Poland in your May 
14 issue is misleadingly titled and that 
is why the conclusions are oversimpli¬ 
fied. A number of corrections are in 
order. 

First, using Russian terms to describe 
the situation in Poland gives the impres¬ 
sion that changes in Poland routinely 
follow the developments in the Soviet 
Union. In fact, the opposite is the case. 
The transformation of the Polish 
economy and social structure began in 
1980, long before perestroika started in 
the Soviet Union. The novelty and 
power of glasnosi is such that it is not 
often realised that there is no exact word 
for it—in Polish or any other language 
for that matter. ‘Openness’ is only a 
crude and bare approximation. The 
significance of giasnost lies in the 
historical and social context of the 
Soviet Union. Giasnost means public 
criticism and political debate, but in¬ 
itiated by the enlightened bureaucrats 
(like in the 19th century) or by ac¬ 
credited leaders. 

Second, contrary to the title of your 
comment, it is not true that economic 
reforms were introduced in Poland 
without increasing the awareness of 
democratic rights. The radical 
economic reforms introduced in Poland 
in 1981 and 1982 would not have taken 
place had the political system not been 
liberalised. It is unfortunate that the 
open conflict between the government 
and Solidarity at the. end of 1981 was 
not resolved peacefully and that it led 
to martial law. It surely delayed some 
political reforms, like the Introduction 
of more democratic election procedure 
which is now under discussion in 
Poland. But the system was further 
liberalised after the martial.law was 
suspended, even when the Solidarity 
trade union'wa.s banned. For foreign 
observers, however, it is difficult to 
realise that there m'ay be more political 
freedom without Solidarity being in the 
forefront. For the foreign press Solidari¬ 
ty appears as the only sign of 
democracy in Poland. This is an over¬ 
simplified view Of the reality. 

The former Solidarity leaders have 
many opportunities to act legally in the 
representative bodies (parliament, local 
governments, the consultative council 
to the president, etc). It is not often 
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realised that they are in fact utilising 
these avenues. 

Third, the recent strikes in Poland 
have shown that both parties, govern¬ 
ment and Solidarity, indulged to a cer¬ 
tain extent in wishful thinking. The 
government wished society would ac¬ 
cept a price rise of an order of 40 per 
cent. This magnitude of inflation is dif- 
flcult to control and is going to rise fur¬ 
ther. Solidarity leaders have now learnt 
that their demands and goals should be 
realistic and pragmatic. Even express¬ 
ing the demand for the lifting of the 
ban on the Solidarity did not engender 
mass support for the strikes. The 
working masses in Poland now realise 
better that the main problem of our 
country is an a:onomic one. The need 
to increase productivity in the industrial 
sector as well as in agriculture is the 
crux of the problem, though it cannot 
be achieved without active public par¬ 
ticipation in political life. 

The conclusions of your comment 
arc bizarre: Lech Walesa opting for 
Gorbachev's reforms in Poland and 
Polish government opposing it. 
Economic and political reforms in 
Poland in fact predate recent policy pro- 
nouhceinents on giasnost and 
perestroika. For example, the law on 
public enterprises in Soviet Union is 
basically modelled on the Polish Law 
on enterprises of 1981-82. The Polish 
economy and polity are a complex af¬ 
fair. All will be well if greater political 
freedom and higher productivity went 
hand in hand. But the fact of the mat¬ 
ter is that Poland has not yet full/ 
recovered from the crisis of 1980-82. A 
contradiction still remains between 
economic recovery and the demands 
made on the state which make the task 
of further economic reforms that much 
harder. 

Barbara Libi-rua 

Warsaw 


Concurrent Evaluation 
of IRDP 

G THlMMAlAH’s injured response 
(.lunc 4) to my positive contribution on 
a serious discussion on the ‘Concurroit 
Evaluation of IRDP’ (May 7) is full of 
expressions such as ‘sound and fury’, 
'scurrilous slander’ and ‘inane ridicule. 
I find it difficult to persuade myself to 
respond to anything written in such 


vituperative language. Howevo, i 
doing so to encourage a serious dh' 
sion on IRDP. 

At the outset it must be cleared ii>at 
I hold no brief for Saxena (September 
26,1987). As a student of devdopirent 
planning my chief concern in ihe 
discussion was to examine in some 
detail the dynamics of rural develop, 
ment against the background of A R 
Desai’s thesis (Auguk 1, 1987). While 
I do not wish to ‘repeat’ nor ‘comple¬ 
ment’ (sic) my argument a la Thim- 
maidi, 1 must admit that my undeistan- 
ding about IRDP is not prejudiced or 
influenced by “discussion in a seminar 
where senior administrators in rural 
development of the government were 
also present’’ (Thimmaiah, June 4). It 
may be noted that in my commeni 
(May 7) I had raised many questions 
such as the what, how and why of 
IRDP implementation and administra¬ 
tion, besides, tracing its historical 
underpinnings. Field level observations 
supported the in-depth analysis instead 
of being merely catalogued in an in¬ 
coherent manner. 

J Georol 
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Depoliticising Collective Bargaining 


O n April 25 the Rajya Sabha quietly passed the Hospitals 
and Other Institutions (Redressal of Grievances of 
Employees) Bill 1988 which had first been proposed in 1982. 
The government bad been forced to withdraw the anti-labour 
legislition then following widespread opposition. This time, 
again, less than a month after it was introduced, the govern¬ 
ment has apparently been having second thoughts, but for 
quite different reasons. Reportedly, the Delhi University 
Tbachers Association, much agitated by the fact that the bill 
clubs together academic and non-academic, medical and non¬ 
medical staff, met the labour minister who was persuaded 
to postpone the introduction of the bill in the I^k Sabha. 
The government is now reported to be considering the 
introduction of two separate bills, one for the medical and 
another for the teaching communities, with differential treat¬ 
ment for non-teaching and non-medical staff. 

As it stands, the bill covers hospital, educational and 
research establishments as well as institutions engaged in 
“charitable, social or philanthropic service’’ and khadi and 
village industries units. While the last inclusion is rather 
puzzling, it may well be related to the expansion of the 
industries included under the purview of the Khadi and 
Village Industries Commission. The bill provides for the con¬ 
stitution of a machinery for the redressal of grievances. 
Individual complaints will have to be placed before a 
grievance redressal authority: if its decision is unacceptable, 
the complaint then goes before an appellate authority. Both 
these are to be appointed by the management, from among 
the managerial staff, the appellate authority being in a post 
higher than the grievance redressal authority. For collective 
grievances, a management council is to be constituted with 
equal representation from employers and employees. 
However, the legislation docs not recognise unions with less 
than 10 per cent membership for such representation. Further 
arbitration is to be referred to an independent arbitrator or 
a board of arbitrators constituted by the government. In 
other words, all labour issues will be dealt with by a pro¬ 
management authority, thus making a mockery of the entire 
process of collective bargaining. 

Under no circumstances are labour issues in these institu¬ 
tions to be referred to a labour court. In fact, workers can 
only move the courts through a complaint made to the 
government and not directly. Further, during the period when 
the complaint (individual or collective) is being processed 
brthe various authorities—which may run into months or 
even years—workers cannot resort to strike, go-slow, work- 
to-rule or gheraa In short, the bill does away with the pro¬ 
vision, which is there even in such pieces of anti-working class 
legislation as the Essential Services Maintenance Act (ESMA), 


for strikes after due notice. 

Even more teliing are the penalties prescribed. While the 
employer who does not comply with the decisions of the 
various authorities will be penalised by either imprisonment 
upto six months or a fine of upto Rs 10,0(X), an employee 
who goes on strike is punishable with imprisonment of upto 
one month and a fine of upto Rs 1,000. Significantly, the bill 
makes the act of motivating workers to strike a worse offence 
by prescribing the same penalty as for a defaulting employer. 
Here then is a piece of legislation tailormade to appeal to 
large sections of the educated middle class. Ostensibly the 
government is not curbing collective bargaining, its forms 
arc being shaped to appeal to middle class sensibilities. 

The bill is clearly a response of the bourgeois state to 
several factors. Firstly, in keeping with the expansion of the 
private sector in the rest of the economy, the social serrice 
sector too has been undergoing a similar change. For 
inistancc, not only has there been a sharp growth of private 
hospitals and other medicare institutions but hundreds of 
institutions owned or run by ‘charitable’ organisations 
engaged in research and/or social welfare activities have pro¬ 
liferated at first because they were a means of gaining tax 
relief and currently due to the relatively easy availability of 
foreign funds either through the government or directly 
through various agencies. On the one hand, these constitute 
visible signs of the govcrnincnt’s welfare concerns (of course: 
with a limited class focus) and, on the other, they act as safety 
valves for the frustrations of the underprivileged labouring 
masses. As such they must be protected from being disrupted 
or being subject to closer .scrutiny and exposure. Secondly, 
with hardly any expansion of employment opportunities stu¬ 
dent activism is likely to grow to dangerous proportions. 
Thirdly, the increasing trend towards direct action by white 
collar, employed professionals—the all-India teachers’ strike 
and the doctors’ movements in a number of states—have 
given a jolt to the system. This volatility among sections of 
the middle class who arc the main beneficiaries of the govern¬ 
ment’s new policies has to be curbed, but gently, through 
the provision of a seemingly legitimate machinery for 
redressal of grievances as a more amenable alternative to 
strikes and other forms of struggle. Fourthly, other than these 
agitations, the working class movement has been on a low 
swing and the moment may well be the right one to bring 
in rapidly a series of anti-labour legislations. 

Whatever the final form, the objective of the bill, or bills, 
will remain that of depoliticising the process of redressal of 
employees’ grievances and taking away the right to organise 
or to indulge in any form of collective struggle, including 
the hard-won right to strike. 
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POLITICS 

Electoral Arithmetic 

LIKE other opposition parties, the 
CPI(M} has said that the results of last 
week's by-elections to the Lok Sabha and 
the state assemblies amounted to a rejec¬ 
tion of the Rajiv Gandhi government and 
its policies by the people. The elections 
have not, however, provided much support 
to the political strategy which the CP](M) 
has been striving to get the other opposi¬ 
tion parties to accept. 

IWo state assembly constituencies in 
West Bengal apart, the other by-elections 
were, mostly in the Hindi-speaking nor¬ 
thern states. This, of course, meant that 
the CPI(M)’s direct role in the elections 
was limited. But more important, the elec- 
tion.s and their results have marked a set¬ 
back for the CPl(M)’s political line of 
building a front of so-called democratic 
and secular opposition parties—which 
means, for practical purposes, all the par¬ 
ties except the B.IP. The most important 
factor in the opposition parties’ success 
in the by-elections would appear to be that 
they—to be precise, the .lanaia, the Lok 
Dai and the BJP—were able to work out 
seat adju.stmcnts. These ensured that with 
the exception of in one lx>k Sabha and 
one assembly constituency, the opposition 
votes would not be split and the Con- 
gres.s(I) would lace straight contests. 

Considering the significance attached 
to this round of by-elections as a sort of 
dress-rehearsal for the general elections 
due in about 18 months, it is significant 
that the issues of a front of democratic 
and secular parties or of the treatment to 
be accorded to the BJP did not come up 
at all within the opposition camp. Even 
in the Pali parliamentary and Khctri 
assembly constituencies where both the 
BJP and the Lok Dal set up candidates, 
this was the result of the l.ok Dal central 
leadership's failure to prevt^il over local 
elements in the party to withdraw the 
party’s candidates in favour of those of 
the BJP. Certainly, there were no reserva¬ 
tions on the part of the Lok Dal’s central 
leadership about the desirability of arriv¬ 
ing at electoral arrangements with the 
BJP. In fact, the Coiigrcss(l)’s victory over 
the BJP in the Pali lok Sabha constituency 
underscored the importance of these 
arrangements since the BJP and the Lok 
Dal taken together polled 2..^6 lakh votes 
in this constituency compared to the ('on- 
gressdl's 2.02 lakh. 

The CPl(M) had sometime back 
managed to mount quite an effective cam¬ 
paign for keeping the EIP out of arrange¬ 
ments among opposition parties. Even 
V P Singh had in a much-quoted .state¬ 
ment declared that the left parties were his 
"natural allies”. However, the present 


situation, especially after the recent by- 
elections. seems to reflect a considerable 
shift in this regard and h would be in¬ 
teresting to see if the CPI(M) will pursue 
the idea of the unity of democratic and 
secular opposition parties as detominedly 
as it was once doing, especially as it is 
known that even earlier there were major 
differences in the party on this issue. 

The problem with the CPl(M)’s line is 
two-fold. First, there is an obvious con¬ 
tradiction between the objective of remov¬ 
ing the Congressd) from power at the cen¬ 
tre, to which all the opposition parties, the 
BJP as much as the CPl(M) are commit¬ 
ted, and that of building seteaive unity 
among the opposition parties. Election 
arithmetic, as has been shown once again 
by the recent by-elections, demands that 
the opposition votes be split as little as 
possible. And as the general cleaions draw' 
closer the pull of such calculation will 
become more compelling. Second, as 
brought out by the by-elections which 
covered the stales of UP, MP, Rajasthan, 
Haryana, rui.iaral and Jammu and 
Kashmir, over large parts of the country, 
the left parties, including the CPl(M) do 
not have the .sort of electoral support 
bases to make it possible for them to exert 
any worthwhile pressure on the other 
opposition parties to share in their 
enthusia.sm for keeping the BJP out of 
electoral arrangements. 

BIHAR 

Collusion of Stale and 
Landlord Armies 

THE brutal massacre of 19 poor peasants 
and landle.ss labourers (including infants) 
in Noonhi and Nagwan villages of Bihar’s 
Jehanabad district on June 16 has once 
again highlighted the role of the state in 
protecting the private armies of the 
landlords and. dacoils and discrediting 
communist revolutionary organisations. 
The state government put the blame on 
the supposed conflict between the Ma?- 
door Kisan Sangram Samiti (MKSS) 
which is the mass organisation of the 
CPI(ML). Party Unity, and the Indian 
Peoples' Front (IPF), the mass organisa¬ 
tion of the C'PIIMI.), Liberation. The 
press obligingly published the govern¬ 
ment's version of the event. Significantly, 
the leadership of the IPF has not blamed 
the MKS.S, I’arty Unity for the ma-ssacre. 
It has alleged that the Hare Kqm Yadav 
gang, which is with the lorik Sena of the 
Yadava landlords, carried out the killings 
and that the administration and police are 
protecting these marauders. 

The close correspondence between caste 
and class structure, the persistence of 
feudal norms in social relations, the 
emergence of a new class of landlords 


aftw the implementation* of ’land 
reforms’, the increasing protetarianisation 
and pauperisation of poor peasants have 
contributed to the present socio-economic 
situation in Bihar. The main ML groups— 
the Libertaion group, the Party Unity 
group and the Maoist Communist 
Centre—have organised the poor peasants 
and landless labourers against Uie control 
of the landlords, for wage increases, for 
occupation of land held illegally by 
landlords and against feudal social op¬ 
pression, and provided protection against 
dacoits’and resistance against police 
atrocities. The landlords have formed 
caste-based armies, like the Lorik Sena of 
the Yadava landlords and the Bhoomi 
Sena of the Kurmi landlords. Incidentally, 
political parties like the Congress(I), the 
Lok Dal and even the CPI patronise these 
‘senas* and at election time the latter help 
in capturing polling booths, in rigging 
elections and in terrorising rival vote 
banks. In order to resist the violence of 
these oppressors the CPI(ML) groups 
have organised their own armed squads 
to protect the oppressed.and to give a 
fitting reply to the violence of the op¬ 
pressors. Since the landlords ‘.senas’ are 
patroni.scd by the state and its organs, 
there is no alternative but to re.sort to such 
armed struggle. 

Given the character of the stale, one 
does not expect it to protect their poor 
peasants and landless labourers from 
economic exploitation and .social oppres¬ 
sion but at least it should protect the right 
to life. However given the pre-capitalist 
nature of social relations in the Bihar 
countryside, perhaps even this expectation 
is naive. 

NATIONAL BOOK TRU.ST 

Pleasures of Dormancy 

Krishna Kumar writes; 

THE Public Accounts Committee’s report 
on the National Book Trust reveals a two¬ 
fold failure in the Dust’s performance 
over the three decades of it.s life. First 
comes the failure to create a market for 
its products and for books in general. The 
NBT’s inability to market its own books 
IS best proved by the proportion of total 
unsold stocks in relation to print orders. 
Taking the NBI ’s products in all languages 
together, the proportion comes to 27 per 
cent. In Assamese and Telugu it is over 35 
per cent, and nearly that in Urdu. Even 
in Malayalam, which has the highest rate 
of literacy in the country, the proportion 
is 21 per cent. But even these Figures do 
not provide the real picture. One reason 
is that governments are the major pur¬ 
chasers of NBT’s books. This kind of bulk 
sale cannot be claimed as a direct and 
satisfactory fulfilment of the NBT’s 
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aim of "making people book-minded". 
Mmeover, copies of books distributed free 
and those damaged due to poor storage 
also lower the figure for unsold stocks. A 
basement where books were stored was 
flooded in 1983, damaging books worth 
Rs 5 lakh; and next year the flood came 
back, this time to damage books worth 
Rs 49 lakh. Now if we take such elements 
together, we can reasonably say that the 
proportion of unsold stocks out of NBT’s 
total production presents much too 
generous a picture of the NBT’s failure. 

There is no way, however, to ascertain 
the proportion of its books purchased by 
individual buyers. All that the PAC report 
tells us is that NBT has not been able to 
set up outlets in all the states. Until 1984 
it had only five outlets in the country, and 
these were in Delhi, Hyderabad. Calcutta, 
Santiniketan, and Amritsar. During 1984, 
three other outlets were added, in 
Bombay, Bangalore and Mysore. The 
presence of an outlet dues not, of couise, 
mean enthusiastic promotion and saic. 
The main sales room in Delhi is located 
at a spot where no one is likely to suspect 
a bookshop. The NBT’s interaction with 
individual buyers takes place not so much 
at such outlets but at the spectacular book 
fairs which are organised in big cities with 
the help of special grants. The PAC report 
shows that the earnings from these fairs 
have been far lower than the expense 
incurred in organising them. The report 
also acknowledges that these fairs and 
NBT’s participation in International Fairs 
have not proved a great source of promo¬ 
tion for the country’s book business. 
Despite a visible rise in the consuming 
capacity of the urban middle class, there 
is no sign of an upward swing in the book 
trade. Cultural patterns intlucncing this 
class do not favour reading as a habit, 
therefore not all the blame for dismal 
book sales can be laid at the door ol pro¬ 
motional agencies like the NBT. But the 
general picture of NBT’s affairs, as por¬ 
trayed in the PAC report, does give us 
reason to think that it did not make a 
credible effort. The PAC was not exag¬ 
gerating when it wrote that “there seems 
to be total lack of motivation in the NBI 
to achieve its objective’’. 

The other aspect of NBT’s failure con¬ 
cerns its ow'n publication targets. A steep 
decline has occurred in the Trust’s produc¬ 
tivity since the beginning of this decade, 
but even earlier its productive energy was 
hardly vigorous. The Nehru Children’s 
Library series is one of the sadder cases 
of the Trust’s dormancy. This scheme was 
launched in the wake of the Education 
Commission’s recommendations that ea<;h 
school ought to have a decent library. 
That was said in 1966. The Nehru Library 
series had envisaged the publication of 100 


books in each of the officially recognised 
languages. Despite sufficient grants to 
meet this tantet by the end of the Fourth 
plan, NBT had only completed 710 titles 
in all languages at the end of the Sixth 
plan. Needless to say that even these many 
titles did not reach school libraries across 
the country. 

Luckily for the Tfusi, the PAC did not 
go into the quality of the Nehru Library 
titles. Had it done so, it would have found 
a spacious range, with poorer stuff form¬ 
ing the bulk of the series. The PAC did. 
however, notice that the Trust had not 
developed ways to identify and assign 
good authors, translators and illustrators. 
A random look at the Trust’s publications 
would tell us that it has favoured authors 
who arc government officials. The PAC 
report notes that the amount of lumpsum 
honorarium paid to authors of the Nehru 
scries often depended on the ‘status of tlie 
author’. 

The PAC report ends with distress over 
the fact that the director’s post has been 
lying vacant since 198.‘>. It has now been 
filled, and the Trust also has a new chair¬ 
man now. There is no reason why some 
of t'nc managerial ailments described in 
the report cannot be given some attention 
in the coming years. At the same time, 
NBT can hardly overcome the stiuciural 
defects of Indian bureaucratic culture and 
management. How .serious an obstacle 
this culture presents can be estimated from 
a reply given by the official in charge of 
the trust’s affairs in the ministry of human 
resource development. He was responding 
to the FAC's question why NBT books 
could not be given as prizes in Central 
Schools. The reply ought to he presei ved 
as a classic in the history of English as 
used by Indian civil servants: 

Certainly I would like to welcome the sug¬ 
gestion. In the new education policy one of 
the thrusts is to provide ccrtaui inininiul 
tacilities which hitherto were not there. In the 
education budget, libiary, teaching aids, 
books, leaching material are the ones which 
have .suffered in every case ot consiiaints of 
financial resoiiiCCS. Because ol this wc would 
very much like to welcome this suggesiion, 
because we want to inaLc u iioiin-hascd. T hi.s 
ilUfstion has been discussed hy the Cciilial 
Advisoiy Boaids Meeliiig that there should 
be a minimum biidgei in ibe schools Bnt 
somehow or other, the result has noi at all 
been very satisfactoiy. In the new education 
policy ihis IS one of the thrusts which is being 
atlempied to lay down certain basic norms. 

GNI.F AGITATION 

Boost to Violence 

THE prime minister’s diatribe in New 
York against the t'Fl(M)’s handling of the 
Gorkhaiand agitation was not merely un¬ 
just and full of half-truths, it is positively 
dangerous as it cannot but directly en¬ 


courage the most aggressive elemai^ of 
the Gorkha National Liberation Front 
(GNLF). At a reception organised in New 
York by Indian residents on June 9, the 
prime minister held the wrong tactics of 
the CPI(M)-led left front government in 
West Bengal responsible for the continu¬ 
ing disturbances in the Darjeeling hill 
areas. He specifically accused the CPI(M) 
of having “let their cadres loose’’ on the 
GNLF activists and supporters. Apart 
from the question of the propriety of a 
federal prime minister launching a public 
tirade on the soil of a foreign country 
against a constituent government of his 
own country, the whole outburst is based 
on a travesty of facts. Whatever the faults 
in lire left front government's handling of 
the GNLF agitation—there have indeed 
been quite a few, some of which have been 
noted in these columns on various 
occasions—the t’PI(M) ranks have never 
taken an aggres.vive attitude and whatever 
miliiancy they Itave displayed, they have 
done so gcncrallv for self-defence. Indeed, 
the left from government has relied on the 
police force— the stale's own as well as 
that deputed by the centre—for confron¬ 
ting the CiNl.F violence, which for its part 
lias taken a heavy toll of lives and pro¬ 
perty of the C’Pl(M) ranks, besides similar 
losses inflicted on government servants 
and establishments. 

Moreover, in recent months the left 
front government has show n considerable 
restraint and tlcxibility and has fully 
followed tite centre’s advice and directives, 
even when they appeared to be somewhat 
dubious with a view to drawing the GNLF 
to the conference table. If these moves 
have not succeeded so far, the fault lies 
at least pfriially with the centre, whose 
equivocations and downright encourage¬ 
ment emboldened the GNLF leaders to 
spill n the hand proferred by Jyoti Basu 
time and again. Calcutta newspapers, not 
particularly known to be sympathetic to 
the C.’Pl(M) have sharply condemned the 
prime minister’s New York pronounce¬ 
ments and seen in them a repetition of the 
tactics which had earlier given rise to the 
Bhindranwaie phenomenon in Punjab. 

Indeed, the C'PI(M)’s lapses notwith¬ 
standing, deeper down, the Gorkhaiand 
agitation wiih all its dangerous fall-out is 
basically a creation of the Congress rulers: 
the alienation of the Gorkha people in the 
Darjeeling hill areas might not have 
assumed the'present proportions if the 
CPl(M)'s repeated demands for the inclu¬ 
sion of tlie Napali language in the eighth 
schedule of the constitution to give it a 
national status and for the grant of 
regional autonomy to the Gorkhas in the 
hill areas had'not been systematically 
turned down by the centre. 

The latest instance of Rajiv Gandhi’s 
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open boost to the ONLF violence is either 
a product of his political innocence or a 
calculated move to derive petty partisan 
gains at the expense of the CPi(M). In 
either case, it raises questions about his 
competence to be prime minister of a 
country as complex and crisis-ridden as 
India today is. 

PAKISTAN 

Politics of the Power 
• Elite 

SIGNIFICANTLY, there has been no 
political opposition or public outcry in the 
wake of General Zia-ul Haq’s May 29 
sacking of prime minister Mohammed 
Khan Junejo’s cabinet and dissolution of 
Pakistan's national assembly. It seems, the 
Pakistani public response is one of indif¬ 
ference since Junejo’s government did not 
have much popular support. General Zia’s 
decision was accepted without protest 
even by the Pakistan Muslim league 
(PML), the party Junejo was encouraged 
by the military elite to build since 
December 1985 in order to counter the 
challenge that was being posed by the 
Movement for the Rcsiorat ion of Demo¬ 
cracy (MRD) and the Pakistan Peoples 
Party (PPP). Junejo was Zia’s protege and 
the PML, was almost considered the 
military’s surrogate in what was a sham 
restoration of ‘democracy’ after elections 
were held on a non-party basis in March 
1985. Until then. General Zia had governed 
Pakistan under martial law after depos¬ 
ing the then prime minister, the late 
Zulfikar Ali Bhutto, in a military takeover 
in 1977. This time however General Zia, 
as the pnt^ident of Pakistan, has acted 
within the framework of the constitution 
which was restored in 1985, with certain 
amendments that were approved by the 
national assembly. There wifs no need to 
declare martial law and curtail political 
activity. 

Zia has cited breakdown of law and 
order, corruption and failure to further 
the Islamisation process a.s the rea.son.s for 
dismissal of the Junejo government. Some 
observers however believe that differences 
between the military elite and the civilian 
government over defence and foreign 
policy precipitated the dismissal. Speci- 
Tically, Zia is dissatisfied over the Geneva 
accord on Afghanistan. According to him, 
Junejo's delegates failed to take a tough 
stance at the Geneva negotiations on the 
question of return of the Afghan refugees 
and the recognition of the Afghan’s right 
to self-determination. Zia was of the opi¬ 
nion that Junejo was not committed to in¬ 
creasing military support to the Afghan 
resistance and the continuation pf the ar¬ 


rangement to act as a conduit for arms 
to the mujahideen after the signing of the 
Genc^ accord. Also, as defence minister, 
Junejo resented the fact that General Zia 
and the military elite formulated defence 
policy and determined financial alloca¬ 
tions for defence. In fact in his role as 
chief of staff. General Zia was technically 
under defence minister Junejo although 
as president General Zia was above him. 

President Zia has now appointed an 
18-member caretaker cabinet without a 
prime minister. The members of this 
caretaker cabinet are largely drawn from 
the previous cabinets of ousted prime 
minister Junejo and from his party, the 
PML. Clearly, with no ptime mini-ster, Zia 
is in total control. Thus the military elite 
is firmly in the saddle. The constitution 
requires Zia to hold fresh elections within 
90 days. Few observers believe that elec¬ 
tions will he held within this period. They 
say that Zia may declare an emergency or 
resort to other extra-constitutional 


BUSINESS 

STOCK MARKET 

Not a Bear Phase* 

THE. stt)ck market has been on the retreat 
since June 9. .^n overdue and much- 
desired technical correction which is the 
most effective check on excessive specula¬ 
tion is now well underway. The manner 
in which the market had spurted up since 
about the end of March had taken almost 
everyone by surprise. The rise had indeed 
been spectacular. Going by the equity 
price indices, by June 8 the Financial 
Express index for Bombay had moved up 
by 25.9 pet cent and the all-India index 
by 24.6 per cent. The Bombay stock ex¬ 
change sensitive index had registered a rise 
of 61.2 per cent. 

To pul it differently, on June 8 the 
Financial Express index for Bombay 
touched a high of 470.57 w hich was only 
less than half per cent below its all-time 
high of 472.26 (liebruary 1986) and the all- 
India index at 364.78 stood 7.2 per cent 
below its previous best mark of 390.56. 
The BSE sensitive index touched a high 
of 628.63 and it had to rise by another 
6 per cent to improve upon its all-time 
high of 664.54. The Financial Express 
Bombay index retraced the entire bear 
market decline in just two-and-a-half 
months. Rarely, if ever at all, has the 
market been known to have performed 
such a remarkable feat. 

What made this phenomenal upsurge 
appear really ominous was that it came 
about in just one sweep. The record high 
‘budia’ charges-—42 to 48 per cent on 


manoeuvres. This however may not be 
necessary in the present circumstances. 

Meanwhile, certain political realign¬ 
ments seem to be in the offing. The MRD 
has virtually broken up and a new alliance 
of 14 opposition panics minus the PPP 
may emerge. The PPP and the Jamaat-e- 
Islami are working on the possibility of 
an electoral alliance which might include 
breakaway politicians of the PML. 
Holding elections may not be against the 
military elites’ interest. In fact, a more 
.stable relationship between the military 
and the political elites might emerge in the 
aftermath of elections. 

Most analysts view politics in Pakistan 
within a framework of a continuous 
power struggle between the military and 
the political elites. This only partly cap¬ 
tures the reality. To this must be added the 
fact that the military and political elites 
also need to collaborate with each other 
in order to maintain the status quo in the 
long term. 


annualised basis—at the turn of settle¬ 
ment (No 15) ended June 2 and the daily 
turnover in Bombay touching a new peak 
of Rs 1(X).18 crore clearly indicated that 
the market had got overstretched. This 
emphasised the urgent need for serious 
introspection on the part of bulls who had 
been dominating the market scene for 
quite a long while. 

That apart, bulls could not possibly 
ignore the implications of the measures 
taken by the market authorities to contain 
spcculiition whicli threatened to assume 
menacing proportions. These measures in¬ 
clude a steep hike in margins payable by 
bulls, impounding of their profits in 
settlement ended June 16 and phased 
reduction in carryover business in excess 
of the specified limit. The authorities have 
considerably strengthened their surveil¬ 
lance machinery, sharpened their manage¬ 
ment tools and acquired sufficient skills 
in the elTicient deployment of these tools. 
This is well borne out by the smooth func¬ 
tioning of the market despite the recent 
spectacular rise in equity prices as also in 
the volume of business. 

Noticing lack of follow-up support at 
higher levels and emergence of institu¬ 
tional selling to cash the huge profits, the 
stock market started beating a retreat on 
June 9 and the retreat was slow and order¬ 
ly till June 20. It was only on June 21 that 
the market registered a .sharp decline, it 
is tempting to attribute this decline to the 
market's belated reaction to the setback 
suffered by the ruling party in the recent 
parliamentary and assembly by-elections. 
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But techniad coniideretioni apart, it was 
really the report that the Central Board 
of IMteet Bmi has opposed the proposal 
to abolish tax on dividends that touched 
off hasty selling on June 21. 

By June 21. the Fbmclel Express 
equity price index had come down ^ S.7 

perceiitflromitaJune8highmark,ietmc- 
Ing 27.7 per cent of the preceding rise The 

all-India Index was dom by S.8 per cent, 
retracing 29.S per emit of the earUer rise. 
The BSE sensitive index registered a 
decUiie of 8.2 per cent, letra^ 21.S per 
cent of the preceding rise: 

The stock market is not really much 
bothered by what political punditt have 
to say about the outcome of the recent by- 
electloni. For it does not envisage any 
threat to Rajiv Gandhi's government dll 
the general elections next year. Its concern 
for the setback suffered by the Congress 
Auty centres mainly on whether the com¬ 
merce and finance minister N D Tiwari 
would be shifted to Uttar Pradesh as chief 
minister to reftirldsh the party’s linage 
which has been tarnished 1^ V P Singh’s 
impressive victory in Allahabad. Tiwari 
has come to acquire the reputadon of 
being a trustwort^ friend of business and 
industry and is reckoned as a big bull 
factor for the market. 

Be that as it may, it would be rash to 
think that the current decline marks the 
resumpdon of the major bear phase. It 
should be treated as nothing more than 
an important correcdon of the preceding 
steep rise. How long the process of 
technical adjustment that has now com- 
motced will continue and how far the 
decline might go is anybody’s guess. Far 
from being a cause for concern, the reac¬ 
tion is to be welcomed. The marked 
decline in the ‘budia’ charges to 2A- 30 per 
cent (annualised basis) at the end of the 
16th setdement on June 16 shows that the 
market’s technical position has improved 
to some extent. 

The correedve phase which is now in 
progress should not be allowed to obscure 
the fact that the primary trend has chang¬ 
ed, that the bear market U over and a bull 
nuuket is underway. The rise in equity 
prices since the end of March can no 
means be dismissed as the handiwork of 
a few speculators. Tlie recovery is broad- 
based. All the regional equity price in¬ 
dices, excepting the inda for Ahmcdabad, 
have recorded impressive gains over the 
past two-and-a-half months and almost 
all the industry group indices have parti¬ 
cipated fiilly in the sharp upswing. 

It should be of interest to note that 
vduie the Ebonomic Times all-India equity 
price index had risen by 24.9 per cent ftom 
its March low point, the rise in the 
industry-wise indices has been sharper. 
Hie index for cement rose by 71.2 per cent 


followed by man-made fibres (65.2 per 
cent), fertlUsers and chemicals (39.1 per 
cent), paper (37.3 per cent), transport 
vehicles (35 per cent), basicmetals (31.6 
per cent), food products (30 per cent), 
pharmaceuticals (29.6 per cent), cotton 
textiles (26.7 per cent) and en^eering 
goods per cent). All these Indices have 
been inclined lower since June 9, reflecting 
the corrective phase: 

No less significant is the dau relating 
to the volume of turnover in group ‘A’ 
(spedfied) scrips and group *B’ (cash) 
shares listed on the Bombay stock ex¬ 
change. During the first ten trading ses¬ 
sions in June—lst to 16th—the net turn¬ 
over in cash shares aggregated Rs 184.67 
crore whereas the net turnover in ‘speci¬ 
fied’ scrips (net of jobbing) amounted to 
Rs 170.47 crore. And on as many as five 
days, the net turnover in ’specified’ scrips 
was leu than that in cash scrips; on two 
days—June 9 and 13—evei the numbo' of 
shares traded was also leas. The volume 
of business in ‘specified’ as well u cash 
shares has recordixl an impressive increase 
since April. That the bulk of business in 
group ‘A’ as well as group ‘B’ is accounted 
for a relatively small number of scrips 
in each group is another matter.' 

The spectacular recovery since the end 
of March reflects a basic change in the 
market’s assessment of the outlook for 
equities brought about by massive institu¬ 
tional purchases of several scrips and pro- 
greuive liberalisation of government’s in¬ 
dustrial and trade policies supported by 
fiscal props aimed at achieving accelerated 
industrial growth with increasing reliance 
on the markeb mechanism. The govern¬ 
ment is now going all out to woo foreign' 
capita] and efforts are being made to »- 
pedite clearance of foreisut collaborations 
and transfer of technology. The stock 
market can scarcely be faulted for hope¬ 
fully looking forward to further incentives 
to aettvise the capital ,narket to enable 
raising of matching lupec resources. 

The flow of corporate news has of late 
been quite encouraging with almost all the 
major companies showing improved per¬ 
formance. Reports of satisfactory progress 
of the south-west monsoon have streng¬ 
thened hopes of marked increase in agri- 
cuhuial pi^uction and industrial growth. 

Another important bull factor is the 
setting up of mutual funds by nationalised 
funds as they will help mobilise funds for 
promoting new ventures and investment 
in equity shares, especially of new com¬ 
panies.-The institutional framework is 
souidit to be strengthened in various ways 
to revitalise the capital market. Several 
measures have already been tdten to im¬ 
prove the OTganisational structure of the 
stock exchanges and the functioning of 
the secondary market. 


TWENTY YEARS AGO 

EPW, June 22, 1968 

Last week’s chief miniiteri' conference on 
co-operetivei, community development end 
pandiiyeti laj bemoaned, once egein, the pn- 
blenu which have bedevilled them ruml institu¬ 
tions. The uneven developmem of coopemtives 
in different Hates is a well known fwt. What 
is not adequately appreciated is that the gap 
between the idvanc^ and the backward nates 
is steadily widening.. .Of the 330 dinriets in 
the country, In only 83 ate co-operatives in a 
position to give loans of Rs 150 or more per 
member; in PI dinricti the amount is less than 
even Rs 50 per member.... Reviewing the pro¬ 
blems of co-operatives and pancha)«ti ra| 
institutions, the riiicf ministers suggested an 
impressive arrm.- of measures for curbing the 
growth of vested intstmts.... Buw JuadKItiP 
assembled chirfiniiri^douMMthm wen.' 
ignorant of the fact that vened InteicHi have 
^ now acquired such a dominant position la 
the rural political and economic institutions, 
largely with the patronage of political parties, 
that it would require more than verbal sabte- 
mttllng to scare them away. 

* * * 

Complaint is perennial that the annual 
reports of companies concul more than they 
reveal. The Erectors’ report of Heavy 
Engineering Corpomtion for 1966-47 proves 
that public sector eompanieg jdiahive learnt 
thetrick. ...Aclosecaamiilationofthapio- 
fit and lots aecoum and the Foutteemh Rsiwtt 
(1967-68) of the Committee on Public Under¬ 
takings (PUC) would dispel any (kite notion 
that the corpomtion it doing well or It likely 
to do well in the near future... The idea of 
setting up HBC wh mooted in 1956, when two, 
teams of experts sponsored by USSR and the 
Fedemtion of British Industries were invited 
to examine the proposal. The Soviet experts 
recommended that a tingle heavy machine 
building plam be built with a capacity of 
45,000 tonnes a year while the British team 
suggested several smaller units (hspened in dif¬ 
ferent parts of the country. Tb examine these 
alternatives, government appointed a commit¬ 
tee, which favoured the British proposal. The 
planners tejected.thl8 advice: chose to go ahead 
with the Soviet proposal and went one step 
further: projeaed a capacity of 80,000 tonnes 
a year. 

* * * 

From a camspondeni’s report from TitmU 
Nadu 

It is no longer a secret that Submroaniam 
is now out to smash Kamaraj in his home state. 
This would be his contribution to Indira 
Ciantfoi's struggle agahut the Syndicate. Unlike 
Kamaraj who tried to defeat the DMK by at¬ 
tempting to project a radical image of the Con¬ 
gress, the present TPCC president is trying to 
woo and win the flnatieial backers of the 
DMK. He is attempting to prove to them that 
the fhnher industrial developaaent of the state 
and theit.consequent enrichment would pro¬ 
ceed fkt better under a 'modernised' Congress 
government than what he terms the'undecided 
eccentrics' who comrol the DMK -.. Subta- 
maniam's is the correct nrategy for the Con¬ 
gress far Tkmil Nadu. If it is to stage anything 
like a comeback it has to come forward even 
more unabashedly as the pany of the capita¬ 
lists and project itself u a 'modernised' and 
even 'Americanised' political formation. 
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STATISTICS 






Variation (per cent) 



Index Numben of Wholesale Prices 


l,atest 

Over 

Over 

Over 





(1970-71 - 100) 

Weight 

Wmk 

Last 

Last 

March 

In 

In 

In 

In 

(4-6-88) 

Month 

Yolt 

26, 1988 86-87*’ 

85-86+* 

84-85 

83-84 

All Commodities 

1000 

423.3 


7.8 

1.3 

4.8 

5.8 

7.1 

9.5 

Primary Articles 

417 

397.5 

-0.5 

7.7 

1.0 

5.7 

2.1 

4.8 

11.0 

Food Articles 

298 

385.4 

-OJS 

7J0 

1.2 

7.2 

7.9 

6.4 

13.5 

Non-food Articles 

106 

392.5 

-0,5 

11.1 

0.6 

6.7 

-10.3 

-2.3 

15.1 

Fuel, Power, l.ight and Lubricants 

85 

668.0 

-0.2 

5.6 


6.7 

11.9 

2.6 

7.6 

Manufactured Products 

499 

403.4 

0.3 

8.6 

2.0 

4.7 

7.2 

6.0 

8.7 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 




in 

Base 

Month 

Last 

Last 

March 

In 

In. 

In 




Month 

Year 

1988 

86-87 

85-86 

84-85 

83-84 

For Industrial Workers 1960 =■ 100 

763^ 

1.3 

10,4 

1.3 

8.7 

6.5 

6.4 

12.6 

For Urban Non-Manual Employees 1984-gS = 100 

129’ 


10.3 

— 

7.3 

7.9 

8.1 

10.3 

For Agricultural Labourers July 60 to 

655’ 

— 

14.3 

— 

4.8 

4.8 

0.2 

11.4 

June 6] 100 













Wiriation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 



in 

In 

Unit 

Week 

Last 

Last 

March 

In 

In 



(3-6-1988) 

Month 

Year 

25. 1988 86-87” 

85-86** 

84-85 

83-84 

Money Supply (M,) 

Rs crore 

1,67,182 

1,222 

22,329 

4,962 

21,627 

14,423 

16,058 

13,031 


(0.7) 

(15.4) 

(3.1) 

(18.3) 

(13.9) 

(18.7) 

(17.9) 

Net Bank Credit to Government Sector 

Rs crore 

90,522 

1,748 

13,920 

6,415 

12,822 

6,555 

8,445 

5.757 

Bank Credit to Commercial Sector 

Rs crore 

1,05,445 

514 

12,366 

1,099 

10,576 

10,963 

10,809 

8,830 

Net Foreign Each Assets of Banking Sector 

Rs crore 

4,917 

-400 

327 

-481 

1,251 

13 

1,419 

-104 

Deposits of Scheduled Commercial Banks 

Rs crore 

l,2(),83i 

1,249 

17,202 

3,257 

16,723 

13,160 

11,519 

8,550 


(1.0) 

(16.6) 

(2.8) 

(19.6) 

(18.2) 

(19.0) 

(16.4) 

Foreign Exchange Assets** 

Rs crore 

6,406 

-490 

- 911 

-732 

604 

197 

1,319 

1,233 

Weights 

Latest 




(8,6) 

(0.8) 

(24.0) 

(28.9) 

Index Numbers of Industrial 

Production 

Month 



Wiriation (per cent) 



(1980-81 ^ 100) 


(March) 



In 


In 

In 

In 



1987 

1986-87 

1985-86 1984-85 1983-84 1982-83 

1981-82 

General Index 

100.0 

188.5 

8.9 

8.7 

8.6 


6.7 

3.2 

9.3 

Basic Industries 

39.4 

196.5 

9.4 

6.8 

11.1 


5.9 

7.0 

0.9 

Capital Goods Industries 

16.4 

242.7 

18.2 

10.6 

2.9 

11.8 

3.7 

6.7 

Intermediate Goods Industries 

20.5 

146.6 

4.3 

7.5 

9.6 

- 

8.5 

21.2 

3.7 

Consumer Goods Industries 

23.6 

173.8 

5.3 

12.5 

7.2 


1.6 

-1.5 

13.7 

Durable Goods 

2.6 

282.6 

19.5 

18.7 

21.6 

16.1 

9.4 

10.6 

Non-Durable Goods 

21.0 

160.6 

2.6 

11.4 

5.0 

- 

0.4 

-2.8 

14.1 

Foreign Trade 

Unit 

Latest 

Cumulative for* 







Month 










(Mar 88) 

1987-88 

1986-87 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Exports. 

Rs crore 

1,706 

15,719 

12.569 

12,569 

11,012 

11,855 

9,872 

8,908 





(14.0) 

(- 7.1) 

(20.0) 

(10.8) 

(14.2) 

Imports 

Rs crore 

2,096 

22,343 

20,201 

20,201 

19,766 

17,173 

15,763 

14,356 




(2.2) 

(15.1) 

(8.9) 

(9.8) 

(5.0) 

Balance of Trade 

Rs crore 

-390 

-6,624 

-7.632 

- 7.632 

- 8,754 

-5,318 

- 5,891 

- 5,448 

Employment Exehange Statiatiea 

Unit 

Latest 
Month 
(Dec 87) 

Cumulative for* 








1987 

1986 

1986 

1985 

1984 

1983 

1982 

Number of Applicants on Live Roisters 

Thousand 

30,247 

30,247 

30,131 

30,131 

26,270 

24,861 

23,034 

19,753 

(as at end of period) 



(0.4) 

(14.7) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

(10.7) 

Number of Registrations 

Thousand 

492 

5,465 

5,473 

5,473 

5,824 

6,220 

6,756 

5,862 



(-0.2) 

(6.0) 

(- 6.0) 

(-6.4) 

(-8.0) 

(15.3) 

(-6.6) 

Number of Vacancies Notified 

Thousand 

56 

621 

616 

616 

683 

707 

827 

820 




(0.8) 

(-10.0) 

(-10.0) 

(■ 3.4) 

(-15.5) 

(0.9) 

(-8.4) 

Number of Placements 

Thousand 

35 

360 

356 

356 

388 

407 

486 

474 




(1.1) 

(-8.2) 

(- 8.2) 

(-4.7) 

(-16.3) 

(2.5) 

(-6.1) 

Income 

Unit 

1986-87" 

1985-86’ • 

1984-85* 

1983-84* 

1982-83* 

1981-82* 

1980-81 

1979-80* 

Gross Domestic Product (current prices) 

Rs crore 

2,60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55,068 

53,470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

775 

764 

721 

720 

1,627 

664 

1 * For current' year upto latest month for which data are available and for corresponding period of last year. 



1 ** Excluding gold and SDRs. 










1 Upto latest month for which data are available. 









+ •* Provifional data. 










® Relate to 1970-71 prices. 










Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript 

indicates that the figure is fur January and so on. 

(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


NOCIL 

Coping with Pollution 
Control 

NATIONAL ORGANIC CHEMICAL 
INDUSTRIES (NOCIL) is awaiting 
clearance from the government for an in¬ 
dustrial licence to undertake mode miM . 
tfon anti substantiid expansion of its 
petrochemicals complex in Thane. TIm 
M aharashtra Pollution Control Board is 
presently considering the company’s ap¬ 
plication for a no-objection from the 
pollution angle. IWo writ petitions have 
been filed in the Bombay High Court in 
November 1987 and FHnuary 1988 against 
the location policy of the government of 
Maharashtra for setting up new industries 
and expansion of existing ones in the 
Thane-Belapur area. The company has 
decided to intervene in both these peti¬ 
tions. The compaiv has also submitted an 
application for obtiuning MRTP clearance 
for undertaking business in seeds as an 
activity ancillary to its. agrochemicals 
business. Besides, the company has decid¬ 
ed to invest a sum of Rs 33 lakh for 
acquiring equity shares of Mupnar Films, 


Indore, which is setting up a plant at 
Pithmpur in MP to manufacture biaxial- 
ly oriented polypropylene (BOPP) film, 
increasingly used in the'packaging in¬ 
dustry. The company has paid a sum of 
Rs 16 lakh towards qrplication money for 
shares and will be marketing the BOPP 
films for a period of 10 years from the 
date of commercial production. The com¬ 
pany’s subsidiary, Ensen Holdings, has 
also decided to invest a sum of Rs 33 lakh 
in the equity shares of Mupnar Films. 

NOCIL decided to invest in equity 
shares of Mafatlal Industries (MIL) and 
accordingly paid Rs 239 lakh towards ap¬ 
plication money for 1419,256 equity shares 
of Rs 100 each at the rate of Rs ISO per 
share inclusive of a premium of Rs 100 
per share out of the 'rights* issue MIL has 
allotted 1,33,656 equity shares to the com¬ 
pany. The allotment has been made by 
MIL, subject to the result of the suite filed 
by three shareholders against MIL and 
others in the court at Ahmedabad. 

NOCIL has suffered a mild setback in 
its working during 1987. It has earned a 
gross profit of Rs 36.01 crore against 
Rs 37.49 crore in the previous year despite 
increase in sales from Rs 257 crore to 


The Week's Companies (Rs Lakh} 



Nocil 

Hindustan Dort-Oliver 

Searte (India) 


Latest %ar 
31-12-87 

Last year 
31-12-86 

Latest year 
30-11-87 

Last year 
30-11-86 

Latest Year 
31-12-87 

Last year 
31-12-86 

Paid-up Capital 

3600 

3600 

238 

238 

348 

348 

Reserves 

SS62 

4543 

1079 

785 

1457 

1303 

Borrowings 

6SSS 

6693 

— 

— 

487 

652 

of which 'Knn Borrowings 

2435 

2894 

— 


— 

20 

Gross fixed assets 

18161 

15855 

337 

324 

1208 

1022 

Net fixed assets 

8450 

6901 

215 

237 

717 

662 

Investments 

2042 

1840 

14 

14 

16 

6 

Current liabilities 

5567 

4188 

2138 

3267 

619 

418 

Current assets 

10792 

10283 

3225 

4039 

2179 

2052 

Stocks 

4734 

5008 

246 

240 

546 

839 

Book debts 

2007 

2481 

1849 

1845 

1306 

933 

Net sales 

27193 

25695 

4266 

4550 

3402 

3949 

Other income 

974 

813 

97 

117 

107 

84 

Raw material costs 

10709 

10965 

3073 

3157 

1872 

2240 

Mfkges 

1554 

1435 

275 

259 

347 

.363 

Interest 

942 

1105 

1 

1 

108 

101 

Gross profit (-►)/loss (-) 

3601 

3749 

711 

905 

514 

590 

Depreciation provision 

1260 

1076 

30 

29 

140 

89 

Ihx Provision 

605 

1000 

290 

484 

95 

120 

Net profit {-i-l/losst-) 

1736 

1673 

391 

392 

279 

381 

Im«8tment allowance reserve 

— 

— 


— 

“■ 


TVansfer to reserves 

1016 

1025 

302 

309 

209 

311 

Dividend 

Amount F 







E 

720 

648 

89 

83 

70 

70 

Rate (per cent) P 

— 


— 

— 

20 

— 

E 

20 

18 

37.50 

35 

20 

Cover (times) 

2.41 

2.58 

4.40 

4.72 

3.98 

SAS 

Ratios (per cent) 

Gross proflt/sales 

13.24 

14.59 

16.66 

19.89 

15.11 

14.94 

Net profit/capital employed 

18.94 

20.54 

29.61 

38.62 

15.45 

23.07 

Inventories/sales 

17.41 

19.49 

5.77 

5.27 

16.05 

21.24 

Wves/sales 

5.71 

5.58 

6.44 

5.69 

12.00 

9.19 


Rs272 crore. Net profit, however, is 
higher at Rs 17.36 crore (Rs 16.73 crore) 
because of the reduced tax liability. Divi¬ 
dend has been raised by two points to 20 
per cent which is covered 2.41 times by 
earnings against 2.58 times previously. 

Sales and per unit realisation of agro¬ 
chemicals were higher despite the drought. 
There was steady demand for ail petro¬ 
chemical products except MEG and Buta¬ 
diene which had to compete with liberal 
imports at lower prices in the first half of 
the year. Manufacture of petrochemicals 
was stable during the first nine months of 
the year. There was a planned shutdown 
in the last quarter during which major 
capital and maintenance jobs were 
undertaken. 

HINDUSTAN DORR-OLIVER 

Hit by Recession 

HINDUSTAN DORR-OLIVER, now in 
the fold of the Chhabria group, has suf¬ 
fered a .setback in its working for 1987. 
Gross profit is Rs 7.11 crore against 
Rs 9.05 crore in the previous year follow¬ 
ing decline in turnover from Rs 45.50 crore 
to Rs 42.66 crore. These figures also show 
reduced profit margins. With reduction in 
the tax liability, however, net profit is only 
a shade lower at Rs 3 91 crore (Rs 3.92 
crore). Equity dividend has been stepped 
up from 35 per cent to 37.5 per cent and 
is covered 4.40 times by earnings against 
4.72 times previously. 

The year’s poor performance is attribu¬ 
ted to slow down in the industrial growth 
rate and recession in the engineering 
industry due to a severe drought for the 
second year in succession. Despite the cur¬ 
rent depressed scenario, the new chairman, 
M R Chhabria, describes the long term 
prospects of the company as “excellent”. 
Meanwhile, steps have been taken to 
explore various areas of expansion and 
diversification. Also, action is being 
initiated to remove restraints of FERA in 
order to avoid obstacles which may come 
in the way of growth. The company is 
holding a letter of intent for a Rs 14 crore 
tumk^ starch project from Kisan Sahakari 
Starch Manufacturing Society. 

SEARLE (INDIA) 

Drought Affects Sales 

SEARLE (INDIA) has shown poor work¬ 
ing results for 1987 vrith lower sales and 
piofus as compared to the precethng year. 
The only redeeming feature is that profit 
margins have looked up Sales amounted 
to Rs 34.02 crore lyainst Rs 39.49 crore 
in the previous year and gross profit 
declined from Rs 5.90 crore to Rs 5.14 
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«oift Net profit came to Rs 2,79 crore 
(Rs 3.81 croie). The unchanged total divi¬ 
dend of 20 per cent was covered 3.98 times 
against S.6S times previously. Sales were 
lower due to lower exports of marine pro¬ 
ducts and psyllium husk. During the first 
nine months of the year, agrochemical 
business was affected by severe drought 
in the country. Late monsoons revived the 
company’s sales towards the end of the 
year. The realisation per unit, however, 
declined on account of stiff competition. 
The company commissioned its new pesti¬ 
cides formulation expansion plant at 
Ankleshwar in Gujarat in July 1987. The 
chemical plant for mana'acture of 
Butachlor, a herbicide, is being "<panded 
and is likely to be commissioned during 
1989. The company repaid the term loans 
granted by GIIC and Citibank. 

SBICAP 

New SchemeB 

SBI CAPITAL MARKETS (SBICAP) 
has announced the launching of three 
major schemes of the SBI Mutual Fund, 
of which SBICAP is the trustee. The 
schemes are Magnum Ihx Saving Scheme 
1988-89, Magnum Venture Capital Fund 
1988 and Magnum Equity Support Fund 
1988. Magnum Ikx Saving Scheme is 
open-ended while the other two .schemes 
are close-ended where initially subscrip¬ 
tion will be forthcoming principally from 
institutional investors. 

Magnum 'Rix Saving Scheme is inten¬ 
ded to take advantage of the recent 
amendment to section 80CC of the 
income-tax act, in terms of which the con¬ 
cession now available under it in respect 
of direct investment in equity shares of 
new industrial underukings will also be 
available for investment in these tax saving 
Magnumtl. Funds received under this 
scheme are to be invested only in new 
equity shares enjoying 80CC benefits. The 
scheme, which is expected to take effect 
in August' 1988, will remain open till 
March 31,1989. 'This open-ended scheme 
will be for a span of five to seven years. 
The Magnums will be of Rs 100 each with 
a ahiniroum subscription of 10 Magnums 
and in multiples of 10 Magnums there¬ 
after. Investors under the scheme will be 
entitled to a wide range of concessions 
under seaion 80CC, SOL and 196A apart 
from wealth tax benefits. Under the 
scheme all applicants are assured of allot¬ 
ment and will no longer have to seek out 
SOCC issues. The Magnum holdings can 
be encashed at SBlMFs ruling repurchase 
price any time after six months of the 
closure of the issue. However, to be eligi¬ 
ble for the tax concession under section 
SOCC the investments should be held for 
a minimum period of three years. 

Under the scheme of Magnum Venture 
Capital Fdnd 1988, the fund will be utilised 


for making investments in new ventures 
involving venture capital support. The 
fund, whose size will l^..Rs IS oore to 
begin with, will be open for subscription 
to institutional and other subscribers. 
Assistance will be provided to nav ventures 
based on new technology, particularly 
indigenously developed technology, as 
well as those in the services sector based 
on new ideas. It will be in the form equity 
and other appropriate forms such as 
loans, conditional loans, etc. No manda¬ 
tory ceiling is contemplated for such 
assistance but it is envisa^ that ordinari¬ 
ly assistsuice would range from Rs 25 Iqkh 
t j Rs 2 crore in any single instance. 

The Magnum Equity Support 1988 is a 
fund for investments in equity issues of 
new companies, who would have otherwise 
approached the primary capital market 
for raising their equity requirements. This 
scheme will permit continued operations 
of SBlCAP’s bought deal scheme, which 
was introduced on an experimental basis 
in early 1987. Hitherto SBI Capital 
Markets was providing equity support 
under its bought deal scheme by directly 
subscribing to the capital of the assisted 
companies through its own balance sheet. 
The setting up of a separate fund under 
Magnum Support Scheme 1988 will now 
enable SBICAP to fund such assistance 
by using the resources of the Fund. The 
Fund is proposed be set up for an initial 
amount Rs 25 crore. This amount will be 
raised by inviting subscription to the Fund 
from institutional investors as well as 
other investors who are interested in parti- 
dpating in this programme for the develop¬ 
ment of financial infrastructure in the 
Indian capital market and in medium/ 
long term growth of their investments. 

COLOUR-CHEM 

Lower Margins 

COLOUR-CHEM has hiked equity divi¬ 
dend for the year ended March 1988 to 20 
per cent from 18 per cent'paid for the 
previous year, notwithstanding a drop in 
its net and gross profits. Net sales during 
the year amounted to Rs 73.24 crore 
registering an increase to 9.4 per cent over 
the previous year, but gross profit was 
lower at Rs 654.66 lakh against Rs 795.58 
lakh. After providing Rs 230.94 lakh 
(Rs 301.33 lakh) for depreciation, Rs 125 
lakh (Rs 157.00 lakh) for taxation and 
after some adjustments there was a sur¬ 
plus of Rs 352.63 lakh against Rs 323.34 
lakh. The proposed dividend would 
absorb Rs 159.81 lakh against 142.93 lakh. 
A sum of Rs 1 crore (same) was transfer¬ 
red to general reserve and the remaining 
amount of Rs 93.82 lakh (Rs 80.41 lakh) 
was carried forward. 

The offtake for products for the textile 
industry declined maiginally from the 


levels adUeved during foe pmvioiis year 
reflecting foe continuiiig affHcdmia of this 
major consuming industry. Sates of pig¬ 
ments for non-textile ^qtlications also did 
not record ai^ improvemient over foe per¬ 
formance in the previous year. However, 
sales of leather chemicals went up signi- 
Hcantly as a result of the spurt in foe 
volume of exports of foeteather industry. 
Ihe offtake for organic chemical inter¬ 
mediates recorded satistjctory growth. 
The company’s export earnings qf Rs 9.12 
crore fob during foe year reflected an in¬ 
crease of about 9 cent over the expoits 
of Rs 8.39 crore in foe previous year. 

The deterioration in the exchange rote 
of the rupee visH^vis.the principal foreign 
currencies during the second half of the 
year under review led to a steep increase 
in the landed cost of imported taw 
materials. 

IN THE CAPITAL MARKET 

Indian Chaig^e Chrome 

INDIAN CHARGE CHROME (ICCL) 
promoted by Indian Metals and Ferro 
Alloys (IMFA) is setting up a 100 per cent 
export-orient^, 48,000 KVA charge 
chrome project in the chrome ore belt of 
Orissa. The project is being set up in 
technical and financial collaboration 
with Elkem of Norway. Under the agree¬ 
ment, Elkem will provide basic engineer¬ 
ing, supply the 48,000 KVA charge 
chrome furnace and auxiliary equipment, 
supervise erection and initial operation 
of the plant. A captive power plant has 
been supplied and erected by a Swedish 
consortium of ABB Stal AB, Gotaverken 
Energy AB and AB Electro Invest. The 
capital outlay of the project is Rs 216 
crore consisting of Rs 47 crore for the 
chaige chrome plant and Rs 169 crore for 
the captive power plant. The cost of plant 
and machinery is Rs 133 crore. The pro¬ 
ject has been financed by an equity 
capital of Rs 46 crore and term loans of 
Rs 170 crore. The foreign currency loans 
are of Rs 137 crore. Elkem and their 
associates are contributing Rs 6.5 crore 
to the equity capital. 

There is an acute shortage of charge 
chrome in the world today which has 
been compounded by the fact that the 
major supplier is South Africa from 
which most countries have banned im¬ 
ports. The international price of charge 
chrome has been rising steadily between 
August 1987 and May 1988. Moreover, 
ICCL has a marketing arrangement with 
Elkon for its entire output. 

1 J)l,80,000 equity shares of Rs 10 nch 
for cash at par arc being offered for 
subscription to the Indian public. The 
issue opens on July 6. Shareholden ate 
eligible for tax benefiu under Section 
SOCC, SOL and SOM of the IT Act, 1961, 
besides exemption from wealth tax. 
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FROM THE IVORY TOWER 


‘Supply Side Economics' 

Is India Ready for the Recipe? 

Aran Ghosh 

Tbm an very^ clear dangers of onr-emphasisiag supply side 
policies,^ especially when our infrastructun is still inadequate and 
our savings rate is too low to give a big boost to infrastructural 
investments. 


FOR the lut few years, there has been a lot 
of emphasis by one section of policy-makers 
in tovernment—and of late by some 
members of the planning commission—on 
‘supply side* economics. The late L K Jha, 
an able administrator and no mean 
economist himself, was among the First to 
advocate the proposition that there is con¬ 
siderable leeway for increasing the volume 
of output in the Indian economy without 
smy increase in the rate of investment. His 
plea was that the aggregate rates of saving 
and investment in India were already quite 
high, and further increases in the savings rate 
were likely to be counterproductive, lb be 
fair to him, he also emphasised the need for 
increasing the efficiency of investments 
already made in the public sector by reduc¬ 
ing political and bureaucratic interference, 
and by various other measures calculated to 
stimulate ‘enterprise' in public sector undo’- 
takings. But there was an implicit assump¬ 
tion in Jha’s thesis that the elasticity of 
supply in the Indian economy is quite high, 
and he spoke of the considerable degree of 
underutilisation of (industrial) capacity in 
the Indian economy, to press the v^dity of 
his viewpoint. 

Many of the present-day policy-makers 
have taken up the same thesis, perhaps 
because it seems to provide an easy option 
to the government, pressed as it is with 
increasing paucity of resources. In this con¬ 
nection, it would be useful to examine two 
aspects of the question. Pint, let us see if, 
in fact, we have a lot of underutilised 
industrial capacity today. Secondly, let us 
examine the basic tenets of supply side 
economics, and relate these to the easy 
options being suggested by many policy¬ 
makers, and even some experts who sho^ild 
know better. 

TYPES OF Unused Capacity 

One can, by and large, draw a distinction 
between four types pf unused or underutilised 
industrial capacity in India. First, there is 
a lot of (outmoded) physical capacity which 
is economically not usable. The idle capadty 
in sick textile mills typifies this category. 
There are many other industries—and a few 


units in almost all industries in India—which 
belong to this category. Nobody knows 
precisely how much of the so-called under¬ 
utilised industrial capacity fails under this 
category. We do know, for instance (as per 
the latest Currency and Finance Report of 
the Reserve Bank of India) that as of June 
1986, as many as 689 latge units and 1,28,687 
small scale units were sick (with outstanding 
commercial bank credit of Rs 3,239 crore 
and Rs 1,184 crore, respectively, locked up 
in such units). Some of these—one suspects, 
a majority of such units—are ‘gone’ cases: 
one may as well write them off. Some units 
are capable of being revived and re-vitalised. 
But they would generally call for a lot of 
technological upgradation and modernisa¬ 
tion of plant and equipment. Which means 
such units would require significant 
investments to put them back on a viable 
course: and in any case, they would require 
considerable time before the so-called 
underutilised capacity can be put to effec¬ 
tive use. One point is clear. Such units 
are unlikely to respond to the type of 
policy changes associated with supply side 
economics. 

The second type of underutilisation of 
capacity arises from Infrastructural inade¬ 
quacies: the shortage of power, of transport, 
of other non-tradeable inputs. The capacity 
in these industries is capable of being used, 
but only with the removal of the external 
constraints which have affected them, lb an 
extent, dame luck could help us out herein; 
a good monsoon, particularly in the catch¬ 
ment areas of reservoirs used for hydro¬ 
electric power generation, could help relieve 
the power shortage. Greater efficiency of 
railway operations could help reduce 
transport bottlenecks. But. by and large 
underutilisation of capacity arising from 
infrastructural inadequades can be corrected 
only by sustained, long-term imprbvement 
of the infrastructure which is both invest¬ 
ment intensive and time consuming. We need 
massive investments for the creation of 
increased capacity for power generation, 
transmission and distribution; and we also 
need massive investments for the improve¬ 
ment of both rail and road trunport. Apart 


horn large needs of investible resources, such 
improvements cannot be achieved in the 
short run. The name of the game herein is 
better planning, and a larger flow of 
investible resources for the improvement of 
infrastructure. 

There is a third type of underutilisation 
of capacity which arises' from the inade¬ 
quacy of effective demand. Some equipmoit 
manufacturing industries may be said to fUl 
under this category; there are many con¬ 
sumer goods industries also which are so 
afflicted from time to time; while it is true 
that many of our capital goods industries 
have not moved with the times and are 
capable only of producing unsaleable equip¬ 
ment, many others lack orders (and have 
therefore no incentive or reason to moder¬ 
nise). Sometimes, we come across strange 
reasons for underutilisation of capacity in 
some of such industries. Maruti Udyog re¬ 
quired a lot of machine tools which the 
HMT could have supplied as per specifica- 
tioas; but the Japanese aollaborators insisted 
or he import (from Japan) of the required 
inai.hijiv tools. We are likely to witness the 
import ot power generating equipment from 
the USSR for the Bakreswar power project 
because the govermnent of IncUa cannot pro¬ 
vide the rupee resources required for plac¬ 
ing orders on the BHEL. Increasingly, pro¬ 
blems of this nature are surfacing; and ajot 
of industrial capacity remains underutilised 
because of the shortage of investible rupee 
resources. Hence again, it would be seen that 
‘supply side' incentives are unlikely to help 
increat'' ^iioduction or improve the utilisa¬ 
tion of capacity. 

Saving and Investment Rates 

Indeed, it is worthwhile spending a little 
time and space on this question because one 
of the assumptions of the ‘supply siders’ is 
that the savings and investment rates in India 
are already quite high, and we do not need 
higher savings but increased incentives for 
consumption. Our domestic savings have 
steadily declined afur reaching a peak Figure 
in 1978-79; and we do have the distressing 
sight of import orders being placed (against 
foreign aid programmes) because of the 
inadequacy of investible resources within the 
economy. If one were to take the 'new series' 
of national accounts put out by the CSO (in 
February 1988), net domestic savings (as a 
percentage of the net domestic product) have 
declined from 13.5 per cent in 1980-81 to 12.7 
per cent in 1986-87. 

A net savings rate of something like 13 per 
cent is pitifully low; and in fact had bwn 
exceeded as far back as the mid-sixties. 
Therefore, to say 'that we have already 
attained a high rate of saving, and ought to 
focus on stimulating consumer demand— 
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or at any rate, focua on supply side incen¬ 
tives to stimulate better utilisation of 
capacity—would really be to ignore the 
evidence of the macro economic sutistics 
put out by the governmental agencies 
themselves. 

To return to the problem of underutilised 
capacity, there is a fourth category of 
industries where output growth can, indeed, 
be quickly realised through policy changes. 
Assembly operations are essentially of this 
category; and with liberalised imports of 
kits, we have of late witnessed enormous 
increases in the turnover of many industries 
(unfortunately, with a high level of imports). 
It is, of course, possible to achieve impressive 
output increases even without large scale 
imports of ‘kits’ for assembly. The liberalisa¬ 
tion of licensing policies has led to con¬ 
siderable growth of relatively small industrial 
units; and though data on their output ate 
not available, there is no doubt that removal 
of constraints on internal competition has 
led to increased activity and production in 
many directions. 

But the question that arises is; how signifi¬ 
cant (or large in volume) is this segment of 
industry, and what are the policies to which 
this segment of industry is likely to respond 
favourably? Let us briefly examine the con¬ 
ceptual framework of supply side economics, 
drhich is, in fact, the basis of the adjustment 
programmes approved by the IMF and thie 
World Bank. 

IDEA! Mix OI- POI ICIES 

Supply-oriented policies are essentially of 
two types: first, policies to increase the cur¬ 
rent level of output by increasing the effi¬ 
ciency of use of labour, capital and other 
scarce resources; and secondly, measures 
which seek to stimulate the growth of pro- 
duaive capacity. 

Essentially, it is only the first category of 
policies which can, in the short run—and 
frequently, even in the medium term- 
increase output. The second category falls 
into the category of ‘structural’ problems, 
at least fo.r most developing economies, 
where long-term programmes of investment, 
of training, of skill formation are involved. 

Let me give two types of examples of the 
former. At the most elementary level, sup¬ 
pose industrial licensing has been under¬ 
taken on the ba.sis of single shift capacity, 
but the government is quite rigid in regaid 
to output being restricted to licensed capacity 
(for reasons of control over monopolistic or 
oligopolistic production). Removal of licen¬ 
sing conditions, given the availability of 
demand and of inputs of raw materials, 
labour, energy, etc, can lead to immediate 
increases in output. From this very simple 
type of policy, th^ is a whole range of 
policies, pertaining to licensing and other 
controls, to fiscal and other policies which 
can lead to increased production. 

Where the gestation period of investment 
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is nqi voy long, increases in cayMciO'ate also 
possible in the medium tenn. The policy of 
dual pricing of cement adopted in 1982 led 
to spectacular increases in Uie capacity and 
production of cement in a relatively short 
period, as the following figures would 


indicate: 


(Million tonnes) 


Capacity 

Output 

1982-83 

33.2 

23.3 

1986-87 

51.7 

36.5 


There is no doubt that certain policies, when 
carefully calibrated, may help to direct 
investment funds to priority sectors, release 
productive energies, and increase output 
significantly. 

But the question that arises is; first, what 
is the extent to which purely supply side 
policies can help, and when do capacity and 
output hit infrastructural bottlenecks? 

Also, the question arises as to what is the 
ideal mix of policies? Liberalisation of licen¬ 
sing policies is one .set of policies. Liberalisa¬ 
tion of import policies is a second one, but 
here, we have a double-edged sword; and a 
mindless import policy—of the type we have 
witnessed for some time—can do more harm 
than good because we continue protecting 
a (new) set of-mandarins, competition in the 
real sense of the word being absent. Then, 
there is the policy on technology import 
wherein we have again fallen into a grievous 
error (the case of innumerable collaborations 
for the manufacture of medium sized trucks, 
each of them non-viable; being one example). 
Fiscal policies can help up to a point. 
Appropriate pricing policies do help—as 
they did in the case of cement—but the pre¬ 
sent approach on ‘administered price policy’ 
can be cost raising, especially where basic 
inputs arc concerned, and can affect the 
competitiveness of industries opened up to 
import competition. 

The adjustment from a protected (and 
controlled) regime to a competitive one has 
to be delicate, and carefully calibrated; but 
even the basic opening up of the system has 
to be based on the adequacy of infrastruc¬ 
ture. That is the first need, so that the 
elasticity of supply can really, operate over 
a wide front, and not on a miniscule seg¬ 
ment of the economy. And the second re¬ 
quisite' is a broad-based demand, not a 
highly elitist (and fragmented) demand for 
a few luxuries, for the elite would always 
have access to the ‘latest’ imported. 

Where does all this lead us? It points to 
the danger of over-emphasising supply side 
policies, especiidly when our infrastructure 
Is still inad^uate; when tnir own savings rate 
is too low to give a big boost to infrastruc¬ 
tural investments. 

On an earlier occasion (see EPW, June 11) 
1 had pointed to the limitations of demand 
management through monetary policy in 
India, in the face of the fiscal irresponsibility 
of the central government. The burden of 
the present discussion is to expose the severe 


limits to supply side policies which operate 
to-advantage only under circumstances of 
an elastic supply. So what policim should 
we punue? 

The Hard Option 

There is no alteriuttive, in India, to the 
hard option of increasing our savings and 
investment rate. That would perhaps be 
accepted by most people today in the light 
of the revised CSO estimates of domestic 
savings in India. But how are savings to be 
increased? 

Apart from conventional ways—the 
reduction of infructuous government expen¬ 
diture (on defence, internal security and all 
mtuuier of tamashas) being one-the sad 
fact is that we have so far been unable to 
utilise the idle manpower in the country for 
capital construction of the Nurkseian 
variety, something the Chinese 1^ done to 
excellent effect for building innumerable 
small reservoirs for irrigation. But we have 
adopted the policy of NREP and RLEGP 
only as a sop, not for planning the trans¬ 
formation of the countryside. And this can¬ 
not be done without effective decentralisa¬ 
tion, of finances and of planning and im¬ 
plementation of plans, from the centre to the 
states and from the states to the local pan- 
ehayat bodies. If there is any really 
underutilised resource in the country today, 
it is the large army of (unskilled) un¬ 
employed manpower mainly in the rural 
areas. But to use this underutilised capacity 
we need a different framework of planning, 
indeed we need a different political 
framework from the one we have today. But 
the problem is. nobody likes to shed power. 
This is not true merely of the central govern¬ 
ment. If Ramakrishna Hegde is having pro¬ 
blems in Karnataka today, it is because many 
of his (senior) colleagues in the Janata 
government do not want to shed power and 
authority to the Zilla Parishads and the 
Mandal Panchayats. In Chiiu, with all their 
centralised authority, the local communes 
(and latterly the co-operatives) have had 
complete fr^om in regard to the planning 
and implementation of local works, and, lat¬ 
terly, the planning and working out of pro¬ 
duction programmes. 

So vw need a different approach to 
political economy today, that of effective 
decentralisation. If the vast army of 
underemployed labour could be used for 
capital construction, our savings rate could 
be stepped up enormously, almost overnight. 
But, for this to happen, we need a breather 
from the advice of experts from the Vitorld 
Bank/IMF, who can only advise lu on 
the basis of their perceptions and their 
experience ^ need, most of aU, courage in 
our politicians, for what we n^ is not a 
mere change in economic parameters, we 
need a somewhat fundament change in the 
sodo-political framework of Indian society, 
and its governance. 
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Foreign Investment: The New 
Panacea 

BM 

The prime minister’s response to the Japanese and West German 
ptessure to open the doors to foreign capital and technology 
indicates influences at work behind the scenes far more powerful 
than any of his officially-designated advisers, Sam Pitroda 
included. 


'DIRECT foreign investment has become the 
latest and most preferred panacea for the 
prime minister, R^iv Gandhi, in the face of 
the balance of payments position becoming 
'more and more tight. With the debt¬ 
servicing ratio having already touched 2S per 
cent of India’s foreign exchtmge earnings, it 
is becoming necessary to observe some 
restraint in foreign borrowing, especially 
commercial borrowing abroad. Ilie fact 
indeed is that the much-applauded credit¬ 
rating of India in the world financial 
markets is admittedly tending to get 
impaired and this is making borrowing 
abroad more difficult and less attractive.'The 
official policy is, therefore, undergoing a 
sharp shift in favour of direct foreign invest¬ 
ment. The prime minister, in particular, is 
articulating this shift vociferously in his 
familiar strident style. His visits to Japan 
and WIest Germany seem to have encouraged 
him on this score and be is siiowing great 
enthusiasm for adjusting and .streamlining 
norms and procedures. This is expected to 
enable India to compete vigorously foi at¬ 
tracting foreign capital and technology. 

Immediately after his visit to Tokyo, Rajiv 
Gandhi declared in his address to the con¬ 
ference of the Confederation of Engineer¬ 
ing Industries (CEl) that direct foreign 
investment enjo)«d advantages over foreign 
loans. He argued that while a loan had to 
be repaid within a fixed time-frame, returns 
on an investment had to be paid to investors 
only after it began to generate profits. The 
prime minister, when advancing this facile 
line of reasoning, simply skipped the fact 
that capital which!.«invested appreciates in 
value and profits are derived from the 
exploitation of the natural resources and 
labour of the host country. The profits so 
derived keep on constantly inling up and are 
repatriated vrfthout any time-limit. But Rajiv 
Gimdhi went ahead in his address to the CEI 
to deplore the fact that the flow of direct 
foreign investment to India -was “very 
small'—hardly Rs 100 crore annually—when 
compared to the “recent expansion" of 
India’s external borrowings. He was, 
therefore, very anxious to increase the pro¬ 
portion of direct foreign investment in the 


total flow of foreign capital to India. While 
the admission of the expansion of external 
borrowings is in itself a matter of some con¬ 
cern, the plan of the prime minister to in¬ 
crease dependence on direct foreign invest¬ 
ment has far-reaching implications—social, 
economic and political—which must not be 
missed. Rajiv Gandhi, given his habit of 
mixing figures, facts and fancies, however, 
tried to win credibility for his plea by making 
comparisons with other countries with 
regard to the global flows of foreign capital. 
|Little cr«lence can, for instance, be placed 
on his assertion that China has been receiv¬ 
ing in recent years Rs 2,000 crore as direct 
foreign investment per annum in contrast to 
Rs 100 crore received by India. The figure 
of Rs 2,000 crore probably covers transfer 
of foreign capiul in all its forms to China. 
In contrast, India has been receiving dou¬ 
ble that much by way of World Bank credits 
alone But the comparison with China he 
made clearly indicated the grand scale on 
which the entry of foreign capital tor invest¬ 
ment in India is being envisaged in official 
policy. 

Major Pot.irv Shift 

There have been since independence many 
policy adjustments in the regulation of the 
rule of foreign capital in India’s development 
plans, lb begin with, when investment in the 
public sector was given priority, preference 
was shown for government-to-government 
credits and institutional financing of 
infra-structural projects. Emphasis is now 
proposed to be shifted to private foreign 
capital and foreign collaboration, financial 
and technical. With the flow of foreign con¬ 
cessional credits shrinking and financial 
surpluses for investment becoming.difficult 
to mobilise from domestic sources, the role 
of foreign private capital has tended to 
become more prominent in the eighties. But 
now, it seems, the sky is to be the limit for 
direa foreign investment. With liberalisation 
of economic policies and reliance on market 
forces'and free enterprise, foreign private 
capital is indeed considered to be not only 
essential for augmenting total resources for 
economic growth but also desirable. This is 


obviously a major policy break from the aim 
of independent economic development and 
marks a drift in a neo-colonial direction. 

Initially, the role of foreign capital in 
India’s de^opment plans was guided by the 
need to import technology and equipment 
as part of an import substitution plan for 
modem industries in heavy and capital 
goods sectors, largely in the public sector. 
In the case of the private sector, foreign 
collaboration was allowed for production 
within the country of goods and services to 
meet effective demand for items of current 
consumption. The result was that after some 
time, notably between 196S and 1980, there 
was significant deceleration in the flow of 
foreign credits as well as foreign investment 
to India. A measure of import substitution 
was actually achieved both in respect of the 
production of development inputs as well as 
items of current consumption. At the same 
time, significant progress was made in 
developing indigenous scientific and 
technical capability, especially for the ab¬ 
sorption and adaptation ot imported 
technologies which, if meaningfully and 
imaginatively put to use, could hdp to 
reduce; if not wholly dispense with, the need 
for multiple and restive import of 
technology and finance fm the maintenance 
and technical upgradation of established 
productive capacities and the setting up of 
new capacities in diverse areas. From 1980 
onwards, however, offidal policy has tilted 
in favour of a fresh round of massive import 
of capital and technology. 

Adjustments in FERA and MBTP Laws 

Though Rajiv Gandhi claimed on his 
return from West Germany that FERA and 
MRTP laws are not propo^ to be scrapped 
as desired by foreign investors, signiffeiuit 
adjustments in their scope and application 
have already been made to suit the conve¬ 
nience of foreign investors. FERA restric¬ 
tions on the expansion and diversifioition 
of foreign companies in the Indian market 
have been diluted to a great extent. In the 
case of companies which had earlier diluted 
foreign equity to 40 per cent, enlargement 
of their foreign equity is now receiving 
prompt and favourable response A reverse 
process of enlarging foreign equity far 
beyond FERA limits has indeed been in 
motion for some time Official policy is now 
being geared to attract more foreign caidtal 
and the latest technology on a continuing 
basis. Joint ventures are being promoted 
with great zeal. This involves both Joint, 
trading and production ventures in which 
multinationals come in with their high 
technology and global marketing networks 
and Indian firms iday the role of sid>- 
contractors and ptovitte cheap shop-floor 
operators and labour. India would not, 
under tius scheme of things, undertake even 
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the phued menufiuturiiig prognunme for 
i n dlge n lia H on of the parts and components 
which go into the final assembly of products 
for domestic consumption or export. On the 
contrary, components and parts are planned 
to be supplied fay muhinational corporations 
and assembled into the flnai product by 
Indian labour. 

These amngements have made remarkable 
headway in the last three and a half yems 
in the case of entertainment electronics, 
computen and autos, and are now proposed 
to be ext^ed on a broad Aon t. Rneign par¬ 
ties are proposed to be invited to have direa 
equity participation In jttint ventures. It is 
proposed that equity participation by foreign 
sup^iers should not only be allowed but 
should be preferred and encouraged not only 
in the case of new collaboration deals 
involving import and application of high 
technology but also in the case of existing 
Indian enterprises which now have either 
only technical collaboration arrangements 
with foreign suppliers of high technology or 
have bought outright high uchnology from 
foreign sources and are already unng the im¬ 
ported technology. There may be more in the 
offing by way of amendments to the FERA 
and the MRTP laws. 

DISPENSING WITH ESSENTIALITY 

Criterion 

All this marks a significant departure 
from the policy in favour of outright pur¬ 
chase of appropriate technologies from 
foreign sources and their absorption, adap¬ 
tation and development as indigenous 
technologies by well-conceived and piarmed 
R and D effort in the country and develop¬ 
ment of appropriate and effective design and 
engineering capabilities in different 
industrial segments. The implication of the 
new policy on technology transfer through 
direct investment of foreign capital is that 
the whole of India's production structure 
based on high technology, now and in the 
future; is proposed to be brought within the 
ambit of for^n ownership or at least joint 
ownership and management of Indian and 
foreign business interests. Any idea of a 
wholly indigenous industrial enterprise is 
thus being ruled out. The official policy has 
indeed swung to total dependence on cUrect 
foreign investment, imported technology and 
foreign collaboration. 

Direct investment of foreign capital and 
collaboration between Indian and foreign 
capital, especially in the private sector but 
also in the public sector, are ostensibly 
intended to establish modem productive 
capacities to subserve the euential needs of 
econontic growth and to satisfy essential 
consumption requiremenu in the domestic 
market. In addition, direct foreign invest¬ 
ment is expected to generme etqxsrt surpluses 
to finance essential imports and service 
foreign capiul and forrign credits. Since; 
however, private capital investment-* 
indigenous or foreign—is not guided by any 
pric^ty, social or economic, other than 
maximum retuni on investment, the essen¬ 


tial role of sudi investment cannot be the 
satisfaction of mau needs in the country 
which Is not backed Iv effective market 
demand, that is purchasing power. A new 
phase is thus being opened up for direct 
foreign investment and import of technology 
to satisfy elitist consumption demand and 
to undertake production for exports. The 
criterion of essentiality of new investment, 
Indian and foreign, in terms of mus needs 
and self-reliant growth, is being decisively 
extinguished so that a stronger dypamism 
is imparted to the role of foreign capitd in 
the growth process. This process will fit very 
wdl with an investmem pattern and produc¬ 
tion structure which have no relevance to the 
needs of the broad mass of the Indian 
people. RRjiv Gandhi actually likes to bemte 
all those who have any reservations about 
the open-door policy towards foreign capital. 
He declared at the C£1 meeting that pro¬ 
blems were only conjured up by those who 
lack self-confidence and had never been 
asked to manage the economy. He is ap¬ 
parently blissfully oblivious of the fact that 
responsible economists and other experts, in¬ 
cluding many in the official esublishment 
and even those who are supposed to be ad¬ 
visers of the prime minister, are greatly con¬ 
cerned with the growing dependence of the 
Indian economy for its viability and stability, 
let alone growth, on foreign crutches. 


WHO ARE THE REAL ADVISERS? 

The policy approach to foreign capital and 
technology being adopted and proclaimed 
with gusto also raises some other sensitive 
questions. These questions relate to the 
sources which provide advice to the prime 
minister which he chooses to accept and 
carry through. In the area of technology 
poU^, for instance, Sam Pitroda is currently 
being very much advertised as the NRl whiz 
kid who ertjoys the special confidence of the 
prime minister. He has also quietly done 
some useful work in the area of tele¬ 
communications bdfote he was luted into the 
high-profile public relations field euphe¬ 
mistically called technology missions' for 
rural drinking water, immunisation of 
children, increasing edible oil yields and so 
on. There was confusion, therefore, when 
Sam Pitroda and the prime minister were 
found to cross swotos at the CEI annual 
meeting. Sam Pitroda actually pretended to 
seek the support of CEI for a charter on 
technology policy and priorities which he 
had drawn up for presentation to the prime 
minister. The prime minister in his address 
to the meeting was, however, so full of 
the advice of the Japanese which he had 
evidently imbibed during his recent Ibkyo 
^sit that Sam Pitr^a's exercise was found 
to be rather irrelevant. 

Among the points listed by Sam Pitroda 
for technology poUcy and priorities, special 
emphuis was pla(^ on sdf-reliance in 
R and D and application of technology^ He 
was emphatic thm while domestic enterprise 
based on internal competition must be en- 


couxaged in all areas, tlwta was need fbr pro¬ 
tection of indigenous tedmoiogy and enter¬ 
prise from foreign competition. He was, in 
particular, wary about Japanese business 
interests and practices whl^ flercely ketto 
their doors shut against aiqr fordgn intru¬ 
sion but seek open doon fbr tndr own 
technology and capital abroad. PoUcy 
postulates such as those propounded ^ 
Sam Pitroda are, of course; not novei. 
Enlightened Kioitiflc opinion has always 
voiced strong reservations hbout free import 
of capital and technology. These reservations 
stem from the fact that indiscriminate 
import of technology cannot lead to the 
technologicd upgradation of the production 
structure and make it more effleient and 
competitive. But, significantly enough, the 
prime minister has been dismissive of dl 
those who express any reservations about 
import of fordgn capitd and technology. 
The fact to be reckon^ with in this context 
is that even the critical and sensitive area of 
telecommunications, in which Sam Pitroda 
himsdf has a personal suke uid needs pro¬ 
tection from foreign competition, it tending 
to become, with the prime minister's back¬ 
ing, a special arenst for fierce competition 
from fordgn interests, dwarfing indigenous 
R and D effort and devdopment of tdecom- 
municatiotu relevant to Indian requirements 
on a self-reUant basis to which Sam Pitroda 
himself may have a valuable contribution to 
make. At the CEI meeting Sam Pitroda dio 
voiced strong disapprovd of the tendency to 
expect beneflts to accrue to the country from 
playing off fordgn interests agdnst one 
another in the choice of technology. BtA he 
too evidently has to watch helplesdy, his 
designation as adviser with the rank of a 
minister of state notwithstanding, as the 
telecommunication system is bdng opened 
up to foreign interests. This is not the flrst 
time that dl this is happening. SimUar has 
been the case of fertilisers, sted and 
transport in the past. The indigenous 
R and D effort, capacities and capabilities 
have been emasculated in the avid and self¬ 
destructive search for elusive gdns from 
pls^ng off rivd offers of foreign capitd and 
technology in thdr bid to find access to the 
Indian muket and eventudly control it. 

This state of affdrs, of course, cannot be 
entirely due to the flippant maimer of func¬ 
tioning of the prime minister who is prone 
to flounder in the face of difficult and com¬ 
plex problems and in response to contradic¬ 
tory pulls and pressures. There are influences 
at work on the prime minister from diverse 
quarters and persons working behind the 
scene who, rather than those who are 
publicly chosen as the prime minister's ad¬ 
visers, make offleid policy and determine 
the prime minister's perceptions and 
responsei There is hardly any doubt that the 
response of the prime mlniMar to the 
Japanese and later the West German over¬ 
tures, after the softening up done by the 
American and Indian connections, indio^ 
influences at work far more powerfriKlian 
the advice of any of his Indian advisox, Sam 
Pitroda includ^. 
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Significance of Women’s Position 
in Tribal Society 

DN 

In tribal society, while women's labour has an important role in 
Kcurnulation, control of which is in male hands, yet women have 
not completely lost their limited autonomy. Such limited 
autonorny too, it would seem, does have a role in maintaining 
some dignity for women, a dignity that the further development 
of private property is bound to erode 


ENGELS had identified the 'world 
historic defeat’ of women with the rise of 
private property and the consequent over¬ 
throw of women’s autonomy in the 
domestic sphere. “The man took com¬ 
mand in the house also. . She became a 
mere instrument for the production of 
childreni’ Private property, it should be 
noted, is not jii.si a matter of the private 
ownership or possession of the instru¬ 
ments and means of production, it is a 
matter of the ability of the owncis of land, 
tools, etc, to appropriate the labour of 
other individuals. Thus the formation ol 
private property is synonymous with the 
splitting up of .society into classes, which, 
in turn, requires the institution of the 
state, to maintain the class rule of the 
owners of private propeity. luigels, 
following Marx's hints in his notebook.s, 
and based on the anthtopological work 
of Morgan, analysed the effects at the for 
mation of private property and the state 
on the position of women and the nature 
of die family. The matciial cause ol the 
‘world historic delcat of women’, he 
identified as being the foimuiion of 
privale propeity. 

Subsequent atithropological work has 
added greatly to our knowledge of the foi- 
mation of private property and the state 
and the relation of both to changes in the 
position of women. In particular, it would 
seem that the defeat of svomcn was not 
only caused by the formation ol private 
properly, but also that an at least partial 
defeat of women svas a iieces.saiy pre¬ 
condition for the formation of private 
property itself. 

A recent book (Stephanu- c'oom/ and 
Peta Henderson (cds) Wotnt‘n’.s li'ork. 
Men’s Property: The Ori/'ins of Gender 
and Class) analyses the changes in 
women’s position in the pre-class (or early 
class) society, that we in India are used to 
calling tribal society. The major articles 
on.this have been written by the editors 
themselves and a Prench group of Nicole 
Chevillard and Sebastien Ijcconte. Despite 
differences, the two sets of authors agree 
on many essential points. 

They agree that “even where a division 


of tasks and activities does occur, that is 
not grounds, in and of itself, for assuming 
gender inequality". A division of labour 
would, of course, be complementary, but 
it may go along with an autonomy for 
each individual in his/hei sphere. Engels 
had identified the domestic sphere as 
being the province of the woman, and 
identified her defeat with man taking 
command of the house loo. Since Engels, 
we have come to know that even in gather¬ 
ing societies and in early agriculture, 
woiie'i) do a major part of the work of 
non-domestic production. Engels was thus 
wrong in identifying the domestic sphere 
alone as women’s province. But what he 
pointed to was the autonomy of men and 
w’oincn in their own spheres, the loss of 
which autonomy for women resulted in 
their subordination. 

The authors find the origins of sexual 
stratification in women’s.role in produc¬ 
tion and not in the powers of reproduc¬ 
tion. hollowing Emmanuel Ttrray, they 
identify a stage of social development, 
which has been named the ‘lineage’ mode 
of production. In this social organisation 
there was a form ol' property held by the 
corporate kin group. The property was 
accessible to all members and inalienable 
by any individual, yet inaccessible to any 
non-members. Even within the corporate 
kin groups (oi, clans as they might be 
identified) not all members would have 
equal rights and there were the superior 
lights of the ‘original settlers' or other 
dominant lineages of, say, the village 
headman or priest. 

“The basic unit in such a system is the 
extended family based on a tlirec or four 
gcnctalion lineage controlled by the eldest 
male who represents it on both ritual and 
political occasions. The constituents of 
the family and its relations with the 
descent group are based on the system of 
marriage alliances, involving both (he 
circulation of women and the exchange of 
wealth associated with it, residence pat¬ 
terns, and rigiits relating to (he wealth pro¬ 
duced by the family as an independent 
unit as well as in its relationship with the 
clan. Such rights in property are deter¬ 


mined by settlements in new territory, in¬ 
heritance orders and acquisition of 
wealth. The family has clearly defined 
rights on pasture-lands, livestock and 
cultivated land. These are frequently 
rights of usage determined by rules rather 
than ownership’’ (Romila Thapar, From 
Lineage to State). 

Kinship is the basic social relation in 
this form of society. Kinship is not only 
a matter of marriage rules and the ex¬ 
change of spouses {in patrilocality the 
exchange of women as wives) but is also 
a relation of production. Exchanges of 
wealth accompany the exchange of 
women. Rights are determined by kinship 
relations. Kinship is both infrastructure 
and .superstructure. 

It is in these kinship'ba.sed or lineage 
societies that (he authors under discussion 
find the origins of women's subordina¬ 
tion. And in this they stress the impor¬ 
tance of residence rules over unilineal des¬ 
cent. “Patrilocality enabled men to utilise 
and appropriate women's labour and pro¬ 
ducts in ways that ultimately enhanced the 
authority of the senior males within the 
husband's kin." The concentration of 
resources and authority within a lineage 
allowed stratification to develop. “Such a 
concentration allows foi the maximisation 
of household production, which is identi¬ 
fied by Mai shall Sahlins as (he key ele¬ 
ment in the devclopincm of surplus pro¬ 
duction and economic differentiation." 

In the development oi .surplus produc¬ 
tion, women's labour tnovided, in a sense, 
the base, while men’s labour was the 
variable element, “female manufactured 
goods were available to any household 
with a woman, while all female work 
groups could also usually count on 
roughly similar returns to gathering and 
horticultural uaivitics. Hunting, trade and 
wat fare, howevei, could produce either big 
reiunis oi nothing at all lor a work patty. 
Male goods, therefore, were more likely to 
require elaborate rules for redistribution, 
while female goods could be consumed at 
the family level oi distributed through 
personal networks without fear that other 
families would go wanting^’ 

Women in gatherer-hunter appropria¬ 
tion and in extensive sy.stcm$ of agri¬ 
culture (slash and burn) do the major por¬ 
tion of the labour and provide a major 
pan of the sustenance for the family. The 
rise of lineages means that there is a dif¬ 
ferential access to production resources. 
Women’s labour is crucial in rcali.sing the 
possibilities of differentia) accumulation. 
But this accumulation takes place in the 
family of the husband—patrilocality 
ensures this. 

Such accumulation leads to a greater 
emphasis on unilineal descent and to a 
concern with biologica. p srpetuation of 
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the kin group. “Thus kin corporate 
societies exhibit more concern and exert 
more control over fertile women than do 
communal societies” 

The subordination of women then takes 
place in this period of lineage societies. 
The lineage society is the period of the 
transition from communal property to 
private property. In the place of com¬ 
munal property (or. non-property) there 
is group property, the properly of the clan. 
But this itself is realised in individual 
families, and in this realisation of group 
property the dominant lineages have a 
superior position. This is a form of the 
breakdown of communal property. Simi¬ 
larly, at the political level there is a con¬ 
centration of political rights in the domi¬ 
nant lineages, but they do not as yet stand 
outside the society, and thus do nut con¬ 
stitute a ruling class, properly so-called. 
Some rudimentary in.stitutions of rule are 
established, but there is no administrative 
machinery or armed force standing above 
the people. At the level of the family, 
women's labour is the major part of social 
labour, but any accumulation from this 
labour takes place in the male line, and 
is thus outside the control of the women. 

The subordination of women in lineage 
societies is then the result of the formation 
of group property and the patrilocal rules 
of residence. In turn this subordination is 
instrumental in the process of differential 
acciimulatinn, which precedes the foi ma- 
tion of private property proper. Yet, the 
important role played by women's labour 
“means that women are .seen as a cons¬ 
tant source of danger rather than being 
contemptuously dismissed. This would 
certainly have increased fears of female 
pollution!’ 

Can the above analysis be of any help 
in understanding the position of women 
in Indian tribes? Of course, the word tribe 
covers a wide range of societies ranging 
from food gatherers, to slash-and-burn 
agriculturists, to light plough and upto 
settled agriculture. Some order needs to 
be brought into the vast amount of 
anthropological material on these tribes. 
The reason for clubbing these disparate 
skscicties into one category of Tribes’ is 
that they arc all, in a sense, pre-class 
societies, oi. at best, very rudimentary 
forms of class .society. But pre-class 
societies themselves covei a considerable 
variety of social organi.sation. So, it is 
necessary to identify the nature of these 
tribes more clearly. This identification will 
both depend on and in turn help illumi¬ 
nate the eluinging position of women as 
wc move fix>m food gatherers upto settled 
agrieiiliiirists. 

I. ooking at the position of women in 
the Kolarian tribe.s (Santhal, Munda and 
llo) of .lharkhand some observations can 


be made. In conunon with food gatherer 
or even agriculturist economies, where the 
agriculture is not the intensive one with 
the heavy plough, women do a major part 
of the labour, not only in the home but 
also in the field or forest. Women do not 
have ownership rights on land. Till the 
coming of the British the Kolarian tribes 
had systems of clan ownership of land. 
The family right to land was only usu¬ 
fruct. Descent even then was patrilineal. 
And marriage was patrilocal. After the 
Permanent Settlement land became alien¬ 
able, and the property of the male head 
of the household; not just usufruct, but 
alienable. The clash between the residual 
usufructhary right of women (important 
in the case of widows) and the men’s 
absolute right of ownership, is perhaps 
what is behind the transformation of 
witch-hunting from mere stigma or expul¬ 
sion from the village to a killing of the 
women concerned. 

Whatever accumulation has taken place 
has been in male hands. But there is one 
important respect in which the control 
over female labour has not become abso¬ 
lute. Women still retain the right to their 
earnings, whether from .sale of forest pro¬ 
duce, other commodities produced with 
their labour, or by wage-labour. The 
change that Leacock noticed in north 
American tribes that came into contact 
with coloniali.sm and commodity pruduc- 


THE ‘first instalment' of the package of 
measures which has been announced by 
the Tamil Nadu governor, P C Alexander, 
to “spur industrial growth and develop¬ 
ment in the slate” needs to be examined 
in the context of the desperate attempt 
being made by the ruling party to get into 
the driver’s seal in the politics of the slate. 
The elaborate manner in which the Tamil 
Nadu budget was presented earlier in 
parliament, the overwhelming concern 
shown by the office of the governor about 
the deteriorating economic (specially in¬ 
dustrial) situation in the slate, the timing 
of the announcement of the package im¬ 
mediately following the AICC ses.sion at 
Kamaraj Nagar—these are not unrelated 
phenomena and belie the governor’s 


tion, viz, women tended* to provide the 
labour that produced the goods exdiaiiged 
by men, has not occurred here. Wimen 
still have authority over tfadr earning. Ibr 
that reason, the subordination is not com¬ 
plete and women still retain some auto¬ 
nomy within the family. 

Male domination increases in these 
tribes as we move awa^ from some reliance 
on gathering to a fiilly settled agriculture. 
Male domination is stronger among the 
Santhals, who are much more settled in 
agriculture than among the Munda or Ho, 
who, in their better forested tracts, con¬ 
tinue with a considerable amount of 
gathering. But, for all of these tribes, the 
right of a woman to her earnings still 
holds. 

These preliminary observations show 
that while women’s labour has an impor¬ 
tant role in the accumulation, whose con¬ 
trol is in male hands, yet women have not 
completely lost their now limited auto¬ 
nomy. The autonomy, it must be stressed, 
is limited, not only because it does not 
cover all or most of women’s activities, 
but also because the requirements of 
accumulation will also very much deter¬ 
mine the u.ses to which women’s income 
is put. Such limited autonomy too, it 
would seem, does have a role in maintain¬ 
ing some dignity for women, a dignity 
that the further development of private 
properly is bound to erode. 


rejection of the inference that he was 
indirectly propping up the image of the 
Congrc.ss(I). 

Coining to the package proper, the 
governor has attributed the deterioration 
in tlic pace of industrialisation in Tamil 
Nadu to the follossing factors; 

(a) shoilagc of power; 

(b) comparative disadvantages in the 
incentives available to industries and 
in the rates of commercial taxes; 

(c) time consuming and often irksome 
procedures involved in granting' of 
approvals by the government; 

(d) inadequate delegation of powers to 
various institutions concerned with 
industrial promotion; and 

(e) absence of certain policy directives. 


Will Fiscal Concessions Do the Trick? 

Padmini Swaminathan 

The package of measures announced by the Tamil Nadu governor 
to spur industrial growth in the state deals substantially only with 
the alleged lack of fiscal incentives to industries but does not 
touch the other factors listed by the governor himself as being 
responsible for the slackening of the pace of industrialisation in 
the state. 
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Of the five factors listed above, the 
governor's package concerns itself sub¬ 
stantially only with (b), namely, incentives 
and sales tax concessions. Sales tax reduc¬ 
tions have been effected on ten items while 
eight others have been totally exempted 
from tax. The loss of revenue to the state 
exchequer is estimated at Rs 12-15 crore 
in a full year. Incentives include a modi¬ 
fication of the interest-free sales tax loan 
scheme: extension of capital subsidy 
scheme to new units even if they are set 
up by existing entrepreneurs or industry 
groups provided these new units are in 
locations in notified backward areas dif¬ 
ferent from tho.se of the existing units 
which have already received capital .sub¬ 
sidy; enhanced rates of capital subsidy to 
give an impetus for the rapid growth of 
the electronic industry. 

According to the governor the ‘deep, 
wide and adequate measures’ announced 
by him are ‘fine-tuned’ to ‘accelerate 
industrial development’ in Tamil Nadu, lb 
give the governor the benefit of doubt, he 
may have taken the first step in creating 
a climate conducive to greater investment; 
why adjustments in the structure of incen¬ 
tives or taxes alone cannot dra.stically put 
Tamil Nadu on the road to rapid recovery 
will become clear when the other factors 
arc taken into consideration. 

Take the case of power shortage. The 
governor’s tax concessions in this regard 
amount to mere tinkering with the pro¬ 
blem. The power shortage in the state is 
a far more serious story than one that can 
be alleviated merely by abolishing coit- 
sumption tax and energy charges on self- 
generated .steam based power, by exemp¬ 
ting energy saving devices from sales tax 
for a further period of five years, by allow¬ 
ing the financing of investment in captive 
generation facilities as part of the project 
cost. Over the years there has been severe 
neglect of this sector: inadequacy of 
power coupled with instability of supply 
and absence of any semblance of planning 
with some time perspective are what con¬ 
stitute the major part of the story behind 
the factors called ‘power shortage’, which 
factor the governor recognises but his 
measures do not. 

As of now there is nothing in the gover¬ 
nor’s package which assures industrialists, 
specially small-scale units that time- 
consuming and often irksome procedures 
, invoved in granting approvals by the 
government will be removed. How would 
anyone, for example, gauge the time-frame 
or infer the operational significance of 
statements such as the.se (which are far 
from original and are contained and 
reiterated, time and again, in various 
documents of the state government): 

(i) The programme of rehabilitation of 
sick SSI units will be carried on with 


vigour in close co-ordination with 
commercial 'banks and financial 
institutions. 

(ii) The active involvement and 
assistance of technical institutions 
and universities in the swte will be 
sought for the rehabilitation of sick 
units. 

(iii) Clearances from the Pollution Con¬ 
trol Board will be given within 
prescribed time-limits. 

(iv) The delegation of powers for 
environmental clearance will be 
liberalised. 

(v) In regard to the textile units which arc 
sick but viable if revived, arrange¬ 
ments have been made for consulta¬ 
tion with labour, managements and 
the financing institutions for evolv¬ 
ing suitable package of measures for 
revival. 

(vi) The setting up of a common effluent 
treatment plant for leal her processing 
units in North Arcoi will be 
expedited. 

(vii) The government would take special 
steps to encourage investment by 
NRIs. The special cell in SIPCOT for 
facilitating investment by NRIs will 
be strengthened and activated to 
meet the requirements of NRl in¬ 
vestors. Government clearances for 
NR I proposals will be given within 
a time-bound .schedule. 

Furthei, what is so ‘special* about the 
‘special measures for small scale indus¬ 
tries’ is a mystery. The governor is only 
reiterating existing measures (which have 
never really been effectively implemented) 
when he states that: 

(i) In order to encourage local manufac¬ 
turing units, a graded system of price 
preference for small-scale and other 
units will be introduced for purchases 
by government and state agencies. 

(ii) The single window committee set up 
in the districts under the chairman¬ 
ship of the collector will review the 


progress in the clearance of applica¬ 
tions recaved from small-scale in¬ 
dustries with regard to the clearances 
to be obtained from the various 
departments. 

(iii) District industries centres will be 
made the effective agency to help 
small-scale industrialists to obtain 
various clearances from the govern¬ 
ment departments and other 
agencies. 

The governor laments the inadequate 
delegation of powers to various institu¬ 
tions concerned with industrial promo¬ 
tion. The measure put forward by him 
relates to greater delegation of financial 
power along with accountability in state 
corporations only. That decision-making 
in practically every field is highly centralis¬ 
ed in this state is well known but granting 
state corporations limited financial powers 
of investmcnt/disinvestraeni and creation 
of posts upto a particular salary limit is 
hardly an arcswer that needs to be trumpe¬ 
ted with such fanfare. 

The ‘absence of certain policy direc¬ 
tives’, we assume, will be tackled in the 
‘further measures to be announced very 
soon’. (We plead our inability to decipher 
any policy directive in the first instalment.) 
It is significant, given the present political 
climate in the state wherein the left and 
regional parties fear postponement of 
elections with the centre remaining tight- 
lipped, that the governor should brush 
aside questions regarding whether the 
‘new policy’ would be cotermins with 
president’s rule in the state. On the 
contrary he asserted that: 

The steps now announced are but the first 
instalment of a comprehensive framework to 
improve the investment climate. But these 
steps will be implemented straightaway 
without having to refer them cither to parlia¬ 
ment or the president. A siring of other 
measures requiring some changes in the 
prevailing tax laws of the state are now being 
pieced together and will be presented very 
soon. I'he proposals announced will produce 
a beneficial impact by the end of the year. 


Class Economics 

Class Economics is a students’ ibrum started by post-graduate dudents d Bombay 
Univetsitv in 1985. Since then It has been brought out regularly. Class Economics 
provides young scholars with an opportunity for exchange of ideas and new 
findings in the social sciences. All are welcome to join us. Interested people may 
please contact 

The Editor, 

Class Economics. 

2097/194/6. C.G.S. Quarters. 

Antop Hill, Bombay ■ 400 037. 
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Social Costs of Social Forestry 

S R Ramaswanty 

The ‘social' and ‘forestry’ aspects have been neglected and 
commercial tree farming has been palmed off as ‘social forestry’. 


•SOCIAL FORESTRY’ was conceived as 
a response to the various problems caus¬ 
ed by widespread loss of trees and forest- 
cover. The fact that such a programme 
had to be formulated was itself a tacit ad¬ 
mission of the inadequacy of conventional 
forestry. The forest departments were 
given the responsibility for implementing 
the new programme. Much against the 
dictates of propriety, what probably 
weighed heavily in the minds of the inter¬ 
national agencies eager to fund the pro¬ 
gramme was convenience. The ‘social 
forestry’ programme involved growing of 
trees beyond the boundaries of the reserve 
forests wherein only reservation had re¬ 
mained and forests had vanished, despite 
the forest departments’ total control over 
them and endless claims of ‘scientific 
management’. With such a background, 
and coupled with the long-standing anta¬ 
gonistic relationship that the lorest 
departments have developed towards the 
rural people, it would have been surpris¬ 
ing if the programme benefited those 
target groups. 

OKIOtNS or ‘SCK IAI. FOKI-StRV’ 

Large-scale efforts were underway dur¬ 
ing the seventies, in the Philippines and 
elsewhere, of tree-growing to supply raw 
material to pulp-mills, providing fanners 
with loans at nominal terms and guaran¬ 
teeing a minimum market price. Perhaps 
with the knowledge of the side-effects of 
such an approach which had already 
become visible, the World Bank and other 
international aid agencies found it 
necessary to project the programme dif¬ 
ferently. These agencies arc deeply con¬ 
cerned about how the programmes funded 
by them are projected, no matter what the 
ground-level realties are. Thus, the World 
Bank’s policy paper of 1978 on forestry 
spoke about the need to promote forestry 
as a means of providing for the broader 
needs of the rural people and especially 
the poor. This shift in emphasis was 
reflected at the World Forestry Congress 
at Jakarta in 1978. The Food and Agri¬ 
culture Organisation too did not lag 
behind. Its 1978 paper on ‘Fore.stry for 
li)cai Community Development’ has this 
admirable statement; 

The objective i.s lo rdi-ie the stand.irJ of living 
of the rural dweller, to involve him in ihe 
decision-making processes which affect his 
very existence, and to transform him into a 
dynamic citiren capable of contributing to 
a wider range of activities than he wa.s used 


to and of which he will be the direct 
beneficiary. .. Its ultimate objective is not 
physical but human. The physical goals 
which will be set are really means towards 
achieving Ihe objective of enhancing the lives 
of human iwings.' 

It was boom-time for internatidnai 
funding. By the early 1980s, over 130 
major programmes were initiated in some 
50 countries, at a cost of over S 750 
million. The .social group which emerged 
the biggest beuenciary was the forest 
bureaucracy in different stales. 

Co.MMl k( IM fRt-t -I- ARMlNt. 

What happened in practice is the 
opposite of what these progiamines .set 
out lo achiet'c. In most programmes, both 
the ‘social’ and ‘forestry’ aspects suffered 
neglect, and comineicial irec-iarming pas¬ 
sed for ‘sociiil forestry’. What is forgotten 
in commercial tree-farming is that besides 
wood, trees have also traditionally been 
the soui ces of‘a wide range of foods like 
fruits and honey and also of raw material 
for rural artisans engaged in making mats, 
ropes, etc. A major function of trees has 
been as windbreaks preventing erosion of 
soil and run-off ot rain, thus helping in 
the replenishment of ground-water. The 
leaf-liltcr from trees is the major source 
of nutrients for.the lop .soils. Animals too 
benefit from varieties of fodder available 
from trees. Thus, trees have alway.s per¬ 
formed multiple functions. Growing uni- 
purpo.se trees even as an interim measure 
was thus totally alien to the life style of 
people whom these programmes set out 
to benefit. And Ihe fact that trees are 
ordered to be grown only to be felled in 
five or seven years made a mockery of the 
environmental concern expressed in many 
of these programmes. 

In Ihe specific context of ‘social fores¬ 
try’, people are justified in being rathe- 
unexcited, in view of the uncertainties 
regarding the title to the use of the land 
after the maturation of the trees. As 
Arnartya Sen says: 

The real issue is not primarily the overall 
availability of food, but its acquirement by 
individuals and families. If a person lacks the 
means to acquire food, the presence of food 
in the market is not much consolation. 
.. .Famines are .seen as the result of emiclc- 
mcni failures of large groups, often belong- 
ing to some specific occupations (c g, landless 
rural labourers, pastoralistsl.* 

While no one would expect .social 
forestry programmes to remedy social in¬ 


equities and policy constraints, one would 
expect them at least to relate to the i»revail- 
ing conditions. 

•Farm Foresi ry* vs ‘Social Forestry’ 

Farm forestry has so far dominated all 
the ‘social forestry’ programmes in dif¬ 
ferent states. By defmition, farm forestry 
is the growing of trees by individual 
farmers on their private.land, thus, view¬ 
ing the trees as a ‘cash crop’. 

That ‘farm forestry’ ran counter to the 
very concept of ‘social forestry’ is >«t to 
be admittn^ by many agencies. Several 
funding agencies in fact continue to look 
upon farm forestry as a positive feature 
of social forestry.^ Farm forestry has 
many atfverse effects. First, it is the rich 
farmers who arc in a better position to take 
advantage of the programme. Secondly, 
farmers would naturally prefer to grow 
trees which would fetch maximum returns 
such a.s pulpablc trees demanded by in¬ 
dustries. Thirdly, tree-farming reduces 
local employment potential. Fourthly, the 
pos.sibility of huge profits is an incentive 
lo bring even fertile land under trees 
instead of under agricultural crops. 

The claim that promoting farm forestry 
would automatically provide widespread 
social and environmental benefits has pro¬ 
ved false. As an Earthscan report has 
observed: 

If pour people are excluded from communal 
gta/ing grounds that have been turned over 
to tree growing without alternatives being 
made available... as well as losing an im¬ 
portant fodder source, they may be unable 
to benefit from the products because they, 
cannot afford lo buy them. 

Commimiiy programmes will always require 
a great deal of painstaking preparation. They 
wilt rarely produce the spectacular results of 
the intrinsically easier forestry programmes 
with which they are often compared.^ 

The use of the word ‘forestry’ in the 
context of commercial tree-farming is 
misleading and mischievous. 

The concept of farm and community 
forestry caught on in the late sixties and 
early sevcniies. Tamil Nadu and Gujarat 
were among early entrants into this field. 
As various evaluations have concluded. 

By far the most successful in terms of the 
numliers of trees planted, has been the farm 
forestry programme which is based on en¬ 
couraging commercial tree growing by 
tarmers on their own lands.^ 

The Gujarat Experience 

Much has been said and written about 
the Gujarat social forestry programme 
which has been in operation since early 
seventies. Initially, the programme re¬ 
quired farmers to plant seedlings on 
marginal or surplus land. However, as the 
project progressed, large farmera started 
realising the profitability of this venture 
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and increasingly brought their croplands 
under commercial trees, mainly eucalyp¬ 
tus. An added attraction of commercial 
tree-farming was that there was less 
dependence on labour. Naturally, the rich 
fanners found eucalyptus moreiprontable 
than cotton which was the main cash crop 
earlier. The off-take of eucalyptus seed¬ 
lings from forest department nurseries 
increased dramatically from 61 lakh seed¬ 
lings in 1971 to an impressive 20 crore 
by m3. 

The Gujarat forest deaprtment’s projec¬ 
tion was that if more wood became avail¬ 
able in significant quantities, new forest 
based industries such as pulp and paper 
will develop in response. Thus, what 
started as a programme for producing 
construction poles for the region gradual¬ 
ly became transformed into a programme 
for producing raw materials for industries. 
Needless to say, such a shift will further 
impoverish (he already disadvantaged. 

Who benefitb fom Farm FoRt-sTRy? 

Farm forestry is a programme which 
profits the rich at the cost of the state. 
Free distribution ofscedlings is a blatant 
abuse of state power, since it goes to sub¬ 
sidise the rich instead of the |>oor. It is ilic 
rich landlords that take advantage of the 
various incentives. An additional factor 
is that since the forest department is the 
implementing agency for this programme 
at present, it also implies that the scarce 
manpower and resources of that depart¬ 
ment are being sectorali.sed, instead of 
being harnessed for the benefit of all and 
especially the poor. It would be unrealistic 
to expect individual farmers to reduce 
their own profits so that there are social 
benefits to others, lb project farm fores¬ 
try, which forms the major constituent of 
the social forestry programme, as socially 
or environmentally beneficial, as Karna¬ 
taka and other forest departments con¬ 
tinue to do, is fraudulent. 

Farm forestry also directly harms the 
poor inasmuch as it in fact reduces the 
local availability of fuel and fodder hither¬ 
to accessible to them. On the other hand, 
diversion of good croplands for tree¬ 
farming is bound to result in increase in 
food prices, which again affects the poor 
the worst. 

Eucalyptus—AN Inappropriatf. 

Choice 

Much has been said and written about 
eucalyptus. The misading zeal of foresters 
favouring eucalyptus has also been tacitly 
supported by multinational funding agen¬ 
cies. However, what is beyond controversy 
is the fact that eucalyptus is socially and 
environmentally irrelevant. As N C Saxena, 
fo'rmer secretary of the National Waste¬ 
lands Development Board observed 
recently, "Eucalyptus has become a symbol 


of private profiteering at social cost, and 
therefore deserves to be discouraged”. In 
fact, the factors which mate eucalyptus 
socially irrelevant and ecologically hazar¬ 
dous are the very factors advanced by 
foresters as the reasons for their aggre.s- 
sivdy promoting eucalyptus. What is the 
consequence? 

The_ suitability of eucalyptus for pulp- 
nuiking.. can also work to the disadvantage 
of the poor ,md landless who previously 
relied on access to these farmers’ fields for 
collecting fuel and fodder. Not only does the 
eucalyptus plantation reduce the amount of 
fodder, but the fact that pulpmills are 
prepared to take the whole tree will also 
decrease the local availability of fuel. U'hen 
eucalyptu.s is grown for pulp, there are not 
even the lops and tops which are left behind 
. when trees arc prepared for .sale to pole and 
timber markets.^ 

In Uttar Pradc-sh where eucalyptus 
farming has been in operation since 1979, 
funded by IDA-Worid Bank, the adverse 
effects have become so ubiquitous that 
agricultural universities have been i.ssuing 
frantic appeals to farmers in the Tfcrai belt 
against planting eucalyptus. Farmers are 
even being asked to cut the .standing trees 
in order lo'minimisc the damage. 

In 1986 the prime minister visited several 
drought-affected states and was shocked 
to observe that the forest departments 
were encouraging plantation of eucalyptus 
even in such aieas. On Augu.st 14,1986 the 
National Wastelands Development Board 
issued a diicctive to all the forest depart¬ 
ments saying: 

The state governments/union territories are 
requested to ensure that raising of mono¬ 
cultures, particularly of species tike eucalyp¬ 
tus, Ls given up, particularly in drought-prone 
areas and areas occupied by tribal population. 
It may be mentioned in passing thgt the 
recent resurgence of the demand for 
Jharkhand in tribal Bihar was in part due 
to the Bihar government’s programme of 
cutting down Sal and Sagawan frees to 
plant eucalyptus.’ 

Beneficiaries of ‘Social Fore.stry’ 

Regarding the UP government social 
forestry programme, one report noted; 
The Uttar Pradesh governmem's World Bank 
assisted social forestry programme has over¬ 
shot its fami forestry target by 3,430 per cent, 
but fallen short of its targets for creation of 
community sdf-heip woo^ots by 92 per cent. 
Judging by the World Bank’s own mid-term 
review of the social forestry projects in UP 
and Gujarat, big farmers and the paper mills 
they supply with wood pulp are emerging the 
primary beneficiaries of these multi-crore 
schemes.* 

Likewiiie in Tamil Nadu; 

Not only is the timber sold to the industrial 
sector, bur is sold at a price which is many 
times lower than its cost of production... 
While the aim of the farm and social forestry 
projects is to meet the needs of the villagers 


* tegaids fWwobd,'small timW; firewood, - 
fodder and green manure, the forest depart¬ 
ment, for the past 13 years, has been selling 
the trees raised on the farms and in social 
forests to private paper and pulp industries 
at a price eight times lower than the expen¬ 
diture incurred in raising a single hectare of 
eucalyptus wood.’’ 

The criticism of social forestry pro¬ 
grammes by environmentalists and non¬ 
governmental organisations is echoed by 
several government documents too. For in¬ 
stance, the National Wastelands Develop¬ 
ment Board observed in I98S: 

Both in extent and content, the programme 
of Social Forestry has not been ahle to make 
any wonhwhile dent on the requirements of 
fuciwood and fodder. The programme was, 
by and large, a departmenlal programme of 
the Forest Department even in areas outside 
traditional forests. The people’s involvement 
was vciv limited. .. .Where poverty allevia¬ 
tion funds (NREP, RLECP, IRDP, etc) were 
made available for programmes of social af- 
Ibrcsiaiion, the fun^ were metely transferred 
to the Forest Deparimeni without any real 
effort at involving the rural communities in 
general, and pooier sections in particular.*® 

Povi-R’iy Al I F.VIATION FUNDS 
Divi.RrLii 

Funds were transferred from poverty 
alleviation programmes and blatantly 
misused by the fore.si department in 
Karnataka for its aggressive eucalyptus 
promotion. In this connection, the minis¬ 
try of rural development was obliged to 
issue an order as follows (No RDG 278 
NRE 83 dated March 3, 1984): 

It has come to the notice of the government 
that under the Social Forestry/Afforestation 
Programme under NREP and other Rural 
Development Programmes, mostly the pian- 
lation of eucalyptus is being done^ leading 
to the neglect of other indigenous and even 
other fa-st-growing species. While the Forest 
Department may decide what species of trees 
arc to be promoted under its own program¬ 
mes, it has been decided not to encourage 
the planting of eucalyptus under NREP and 
other rural development programmes. 

The Special Deputy Commissioner (Devdop- 
mem) and ex-officio Project Directors of 
ORDS are hereby instructed to ensure that 
the planting of eucal^tus under NREP and 
other Rural Development Programmes is not 
(lone at least from now onwards. As the 
Social Forestry Programme is got imple¬ 
mented mostly through the Forest Depart¬ 
ment, that department should be requested 
not to take up eucalyptus plantation under 
NREP and other programmes sponsored by 
the Rural Development Department. 

The Karnataka Experience 

Out of the total outlay of Rs 55.23 crore 
in Karnataka almost Rs 20 aore was ear¬ 
marked for establishment and salaries. 
The forest department used the social 
forestry programme to create a buRC 
number of new positions—4,192. As maiv 
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as 86S vehicles were provided for. all for 
merely distributing free seedlings to 
private farm^holdings from locally raised 
nurseries. The forest department itself is 
clearly thus the single largest beneficiary 
of the programme. 

Just two years prior to the compliHion 
of the five-year lUrnataka social forestry 
programme, World Bank (IDA) and ODA 
jointly carried out a mid-ierm review. The 
review report states; 

Too much emphasis was placed on physical 
planting targets. These should have been 
balanced by recognising two equally impor¬ 
tant objectives: 

(a) that the planting programme had to be 
directed at meeting the forestry needs of the 
rural and semi-urban iwor; 

(b) that the capability of the KSFU, in col¬ 
laboration with other agencies, had to be 
built up to enable it to meet the above needs. 
Within the objectives .set, fodder should have 
been accorded equal priority with fuelwood, 
and emphasis placed on multiple-use species 
and on planting mixtures which provide an 
early and continuing supply of small bran- 
cltwood and fodder." 

In the Karnataka social forestry pro¬ 
gramme 1,^,000 hectares out of the tar¬ 
geted 1,49,500 hectares (81 per cent) of 
land consisted of private farm holdings. 
4,750 seedlings out of every 5,000 was 
wholly eucalyptus (95 per cent).'^ In ad¬ 
dition, in plantations covering 29,000 
hectares of goveriunent/community lands 
too the bulk of seedlings planned was 
eucalyptus. Official government studies 
have themselves conHrmed that: 

The entire quantity of eucalyptus sold in 
Bangalore district and 97 per cent of the 
quantity sold in Koiar district was consumed 
as industrial raw material by M/s Harihar 
Polynbers; and hardly 3 per cent sold in 
Koiar district has been used as fuel. 

Re-Prioritisation Needhu 

There is thus ample evidence to con¬ 
clude that the social forestry programmes 
are gravely flawed. At this stage when 
many of the projects are at the end of the 
first phase, tinkering with the peripheral 
aspects can hardly produce miracles when 
there are basic design faults. ‘Monitoring* 
exercises are no substitute for scrapping 
the programmes as they deserve to be. 
There is a strong case to demand 

(1) that there be no further extensions of 
‘social forestry* programmes 
anywhere in India; and 

(2) that for the remainiiii period the pro¬ 
gramme be taken out of the control 
of the forest bureaucracy and be 
placed under the rural development 
and allied departments with clearly 
redefined priority prescriptions. 

Bringing reserve and marginal forests 
under monoculture and diversion of 
croplands qnd village facility lands for 
commercial tree-farming can only further 
aggravate human misery, apart from 


hastoting further degradation of the 
environment. 

The WorldWatch Institute has predicted 
that third world countries may lose a 
major part of their fmile topsoil in a few 
decades. Presently, some 20 million hec¬ 
tares of croplands are lost every year due 
to erosion. Loss of forests in many parts 
has resulted in depletion of water resour¬ 
ces. Agricultural productivity too is 
declining. 

There is no dearth of pronouncements 
of concern for the environment from 
agencies like the World Bank, the Over¬ 
seas Development Administration and 
similar other surrogate governments. Last 
year. Barber Conable, president of World 
Bank, addressing the World Resources 
institute, announced that the Bank inten¬ 
ded to form a top-level environmental 
department to oversee ecological concerns 
in the development of projects. All the 
same, the Bank continues to fund hazar¬ 
dous projects like tobacco cultivation and 
gigantic dams. 

Notes 
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BANGLADESH 

Islamisation and More Aid for the 
Generals 

Peter Custers 

When Geoenl Ershad sought the support of, Japiat-Islam iti 
March be simultaaeously announced hJs resolve to turn 
Bangladesh officially into an islamic republic. This decision 
deeply hurts the feelings of all those who, with the independence 
of the country in 1971, had opted for secularism, for separation 
between religion^ and the state. The West, which has been so 
generous with aid for Bangladesh’s generals, cannot plead 
innocence if the terror of 1971 recurs. 


ON March 13, General Ershad, president of 
Bangladesh, called upon the Jamat-Isiam, 
to support him, since this, he said, would 
best serve Islam. Over sixteen years have 
passed since the Pakistani army massacred 
the Bengali population. The fundamenulist 
Jamat-Islam at the time had closely col¬ 
laborated with the occupation forces, its role 
in setting up terror groups composed of 
religious fanatics is indisputable. Vbt the con¬ 
sortium of donor countries, meeting one 
month after the general’s overtures to the 
Jamat-lslam, does not hesitate to increase 
its yearly aid commitments to the military 
regime of Bangladesh, approving over 2 
billion dollars of assistance. 

Student Protests againsi 
Militarisation 

When Ershad vied for the Jamat’s sup¬ 
port, he simultaneously' announced his 
resolve to turn Bangladesh officially into an 
islalhic republic. On the surface, this seems 
a concession to all those Bengalees (85 per 
cent of the population) who are practising 
Muslims. In reality, however, the decision 
deeply hurts the feelings of all those who, 
along with the independence of the coun¬ 
try in 1971, had opted for secularism, for the 
separation between religion and the state. 
The result of the co-operation between the 
muslim-fundamentaiist parties with their 
fanatical cadres and the Pakistani army, after 
all, had been gruesome. Hundreds, if not 
thousands of mass graves after liberation 
had testified to this Many pious Bengali 
Muslims thus had favoured the new political 
set-up in which the state stayed clear of 
religion. 

Ershad's policy of islamisation, moreover, 
does not just undermine the achievements 
of Bangladesh independence war. It is also 
a .distinct insult to the peoples movement 
which has kept the country in turmoil 
throughout recent years. It is to be remem¬ 
bered that the continuous resistance against 
military dictatorship found its origin in 
students’ protests in 1982, against govern¬ 
ment plans to make the teaching of Andnc— 
the language of the Quran—obligatory at 


schools, from the kindergarten onwards. The 
movement was further fuelled the next 
January when the general-president at a 
seminar of madrasa (religious school) 
teachers stated he would read from the 
Quran during the yearly commemoration of 
the language movement, February 21. For 
politically conscious Bengalees this con¬ 
stituted another provocation, for the 
language movement of the fifties had been 
the, decidedly secular, precursor to the 
liberation struggle againtit the, Islamic, 
Pakistani state. 

It is thus not to be wondered at that the 
anger over the regime's attempts to Turn the 
wheel of history’ quickly spread. On 
February 14, 1983, some 25 thousand 
students held a peaceful march towards the 
ministerial building, the secretariat, in the 
centre of the capital. The general’s only 
response was to try and nip the mass pro¬ 
tests in the bud. The demonstration was at¬ 
tacked with teargas and bullets, and when, 
in the afternoon, students assembled at the 
university campus to mou<--- :hose killed 
earlier in the day, large contingents of police 
and paramilitary forces appeared once more. 
Armed with sticks and guns, they turned the 
prayer-meeting into an orgy of rape and 
other physical violence. Hundreds of 
students, many of them wounded, were 
dumped onto trucks and carried off. How 
many exactly succumbed to tortures at police 
stations or in the army cantonment cannot 
be determined. C^tain, however, is that the 
brutality of the repression can easily be com¬ 
pared to the terror in Chili’s Pinochet. 

Ershad’s state terror, nonetheless, failed 
to stem the peoplej's resistance. Students’ pro¬ 
tests in 1982-83 escalated into a multifarious 
movement, comprising almost all urban 
social groups—industrial workers, teachers, 
lawyers, wopien, journalists etc. Just like the 
stu^nts, these other sections too formed 
broad coalitions, and ultimately forced 
political parties to do the same. Their, the 
students’, example led to a mass upheaval 
against military dictatorship which has 
lasted for five long years. This-peoplei’s 
upsurge found its latest climax in the series 
of general strikes (haruils) of end lM7-eaiiy 


1988; it had'prevented Ershad so far from 
implementing schemes like the islamisation 
of the state. 

Resurrsttion of a Fascist 
Party 

As state-islamisation is far from a novel 
scheme, so is also true for the president’s 
endeavour to woo the Muslim fundamenta¬ 
lists. This is apparent, first, from the above- 
moitioned seminar of madrasa teachers. 
The seminar was organised by the minister 
of religious affairs in Ershad’s- cabinet, 
Maulana Mannan. The same Mannan in 
1971 publiply vowed his support for the 
Pakistani occupation: “In order to enhance 
the glory of the Islam, we are ready to co¬ 
operate with the armed forcesl’ Mannan, 
amongst others, suggested that teachers and 
students of religious schools be militarily 
trained and massively join the erstwhile 
paramilitary units. In short, the present 
minister in 1971 was a key<ollaborator. 

Here we run into one of the most dubious 
chapters in the history of post-independence 
Bangladesh, in the first place it is scandalous 
that almost all Muslim fundamentalists who 
in 1971 engaged in or facilitated the com¬ 
mitting of cruelties, either were never punish¬ 
ed at ail, or were released from detention 
within few years. More controversial even is 
the fact that a number of those connected 
with the Pakistani army’s genocide, have not 
just been socially rehabilitated, but have 
become high functionaries in the apparatus 
of the state, like Maulana Mannan. Both 
military dictators—Ershad and his pre¬ 
cursor, General Ziaur Rahman—have 
recruited former collaborators to their 
cabinet. 

Outright dangerous, however, is the fact 
that Muslim fundamentalists have been 
allowed to revive their party structures. Hits 
cannot be justified by any means. Ikke the 
Jamat-lslam, the party which as no other 
identified itself with the Pakistani army’s 
macabre practices in 1971. This pany obtain¬ 
ed a predominant influence in the so-called 
‘peace committees’ whose members drew up 
lists of Bengalees to be eliminated. Further, 
according to a spectacular book about col¬ 
laborators piibli^ed in Bangladesh last year, 
the blueprint for the extermination of 
intellectuals—a plan partly executed on the 
eve of liberation, in December 1971—hailed 
ffom the Jamat-Islanu’ Vet the erstwhile 
leaders of Jamat, since 1979 were permitted 
to rdiuild their pany organisaiicm, including 
the students’ wing which under the name of 
Al-Badar had murdered thousands of 
intellectuals. 

Thus, Ershad’s invitation to the Jamat- 
lslam to take his side, is squarely alarming. 
Leaders of the pany until today mrdntain 
that they were right in 1971, no errors were 
committed in those days... I Their students’ 
organisation which has been rebaptiied the 
‘Camp’ tSUbir) of islamic studems, once 
again intimidates and manhandles (other) 
students, actions which some western news- 
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agencies describe as “mutual rivalry”. The 
leaders of the Jamat are no war criminals 
who have repented their past. What 
guarantee do we have that the bloodbath of 
1971 is not repeated, if or when the party 
indeed forges a holy alliance with army- 
generals of the (now BangladeshO state. 

A third recent development which is highly 
disputable should be referred to: the increase 
in assistance from the ‘humanitarian’, 
Vivilised’ west. The imcrnalionai consortium 
which convened in April has pledged a 
record amount of aid to the military regime 
of Bangladesh. 'Ihe sum which western 
countrie.s arc willing to provide has sky¬ 
rocketed, increasing tenfold during fifteen 
years, to reach the staggering amount of 
2.1 billion dollars in 1*»88. Never before have 
western governments been so accommoda¬ 
ting towards their colleagues in Dhaka. Is 
this because of happiness about the general’s 
regime, or arc the donors sleeping with open 
eyes? 

Serious doubts about the utility of the 
whole system of aid to Bangladesh have exis¬ 
ted ever since the time of Mujibur Rahman 
who in 1974 led the country to famine. Aside 
from critical discourse by a number of jour¬ 
nalists, and confidential reports by develop¬ 
ment experts, a highlevel German bureau¬ 
crat, Brigitte Erler, in 1985 cau.sed an uproar 
when she noted down the observations, 
made during her (last!) evaluation mission 
to Bangladesh in a book entitled Todlwhe 
Ifille—Di'ailtly Aid. The stream of com¬ 
modities with which Bangladesh is 
incessantly flooded, and the funds made 
available for rural projects, not just fail to 
fulfill the aim of reducing the misery of the 
poorest, but are disastrous to their lives. 
Poor peasants lose their land due to the 
money flowing to the rich; a process of slow 
poisoning due to the abundant import of 
chemicals for agriculture threatens the 
village population; and the army is granted 
a fantastic infrastructure for purposes of 
repression. 

Without being acquainted with the vast 
amount of concrete data collected by Brigitte 
Erler, it can easily be glanced from overall 
figures that part of the western aid directly 
benefits the army, and thus helps strengthen 
the structure of tyranny. This not only 
counts fur a ‘project* like the military 
academy which has been constructed by the 
United Statc.s, and reportedly remains being 
staffed by NATO-officers. It also counts for 
a considerable portion of the food aid (at 
least a third, three-quarters according to 
some) which is yearly supplied by the EEC 
and the US to the Ershad-regime. Beyond 
that—/ortv per cent of all state expenses in 
(he country of the most wretched of the 
earth accrue to the army—an ariiQ' which 
is busy with internal tasks like massacring 
minorities (in the Chittagong hill tracts). 
This situation would be unthinkable without 
the buda^ guarantees provided by the west 
through jts missive aid! 

The western aid policy towards Bangladesh 
surely cannot be defended with reference to 


democratic noririt. It contrasts fiiUy with the 
princifdes of parliamentary democracy so 
cherished by the rulers of the west. During 
the last two years, expensive electioiis have 
been hdd in Banglad^ thrice; twice for the 
assembly, and once to legitimise Ershad as 
president Foreign observers, many jour- 
mdists included, have watched each time 
how election results were ialsined on a targe 
scale, while the overwhelming majority of 
the electorate (90 to 98 per cent!) stayed 
home. The theatrical elections held on the 
third of March this year, six weeks before 
the meeting of the aid consortium in Paris, 
was boycotted unanimously by an exaspera¬ 
ted population. Can one do otherwise but 
term thegrants and loans, approved in Paris, 
as an encouragement to Ershad to trample 
the wishes of his people 

One should recall the chronology of the 
most recent events surrounding Bangladesh. 
The drama started with an unprecedentedly 
fierce and costly wave of resistance actions: 
the ‘siegif of the capital Dhaka in November, 
demonstrations and street fighting which 
unabatingly continued until early March. 
Contrary to earlier waves of struggle, pea¬ 
sant actions were also initiated in the coun¬ 
tryside, through staging encirclements 
(gheraos) of local administrative offices and 
railway blockades. There is no country in the 
world where as many general strikes have 
been held over ds short a period in 1987-88 
as in Bangladesh. The overriding demand 
of the people was: the resignation of military 
dictator Ershad. 

Ershad has not limited himself to ignor¬ 


ing the demand for his resignation. When 
the strength of the people to resist had been 
ethausted, the dicti^ showed Ids utter con¬ 
tempt for all the demands that have been put 
forward during the last few years, MiliUiriu- 
tion of the local administration—a plan 
which in July last year caused an explosion 
—is pushed through, as is the, earlier so 
disputed, isiamisation of the state. 

But the derogatory attitude of the west, 
its contempt for the Benga)! population, is 
in no way less staggering than Ershad’s. 
However general the revulsion in Bangladesh 
is against the president, however clear 
the fact that the holy cow of the vrest— 
parliamentary democracy—has been just 
recently slaughtered anew, the consortium 
in April .showed unprecedented enthusiasm 
for the general-president, Mohammed 
Ershad. 

The resurgence of the fanatical Jamat- 
Islam is no secret, and Ershad's attempts to 
woo the party were openly made in March. 
The west thus cannot plead innocence, if the 
terror of 1971 recurs. 

Note 

1 hkiinom Clhaiak O Dalaira—Ke Kothae 
(published by (he Centre for the Develop¬ 
ment of Consciousness on the Liberation 
War, Dhaka, February 1987) focuses the 
rehabilitation and re-risc to prominence of 
former collaborators; it documents, in 
gruesome detail, the precise background of 
many present political personalities in 
Bangladesh. 
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Agricultural Wages in India 

A V Jose 


This paper attempts a comparative analysis of agricultural wages in various Indian states from the agricultural 
year 1970-71 to 1984-85. The author first discusses the data sources and the methodology followed. Thereafter 
he proceeds to the main findings on the movement of wages over time, their dispersion across states and gender 
groups within the agricultural labour force. In the second part of the study there is an attempt to explain temporal 
movements and spatial and gender disparities observed in the wage rates. 
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Introduction 

THIS paper attempts a comparative analysis 
of agriaiituial wages in various Indian states 
from the agricultural year 1970-71 to 
1984-85. This is a sequel to an earlier study 
by the author which dealt with agricultural 
wage rates of male workers from 13 states 
of the Indian Union and covered a period 
from 1956-57 up to 1971-72 (Jose, 1974]. 
Essentially the present study also attempts 
to capture trends in the movement of real 
wage rates of agricultural labourers in dif¬ 
ferent states during the subsequent period. 
Wage trends are examined separately for 
male and female labourers. Further, we also 
make an effort to assess the magnitude of 
regional variations in the level of wages 
across states.' 

At the very outset it needs to be emphasis¬ 
ed that in the Indian context, analysing and 
interpreting the wage data at the state level 
requires a good deal of caution. Indian 
states, drawn with reference to linguistic 
boundaries are agglomerations of different 
agro-ciimatic regions with varying crop 
cultural practices. Aggregating the wages or 
agricultural output at the state level for pur¬ 
poses of comparative analysis is bound to 
give results that are difficult to handle. Our 
interpretation of the Findings from this study 
are therefore preliminary and should ideally 
be Reviewed with reference to specific agro- 
cliroatic regions within states. The paper is 
organised as follows. We first discuss the 
data sources as well as the methodology 
followed in the present study. There on we 
proceed to the main findings on the move¬ 
ment of wages over time; their dispersion 
across states and also gender groups within 
the agricultural labour force. In the second 
part of the study we attempt an explanation 
of the temporal movements and the spatial 
and gender disparities in wage rates observed 
in different states of India. 

Data and Methodology 

First we deal with the data sources and 
methodology used in the preparation of this 
study. Compared to the earlier study (Jose, 
1974) some changes were adopted in the 
methodology and coverage of the present 
study. These modifications are also discuss¬ 
ed below. 

(I) The principal source of daubed in this 
study has been Agricultural Hfages in 
India (AW I) annually published by the 
Directorate of Economics and Statistics, 


Ministry of Agriculture, Government of 
India. 

(2) Wage data from as many as 16 states are 
examined in the present study. In addi¬ 
tion to the 13 states covei^ in the 
previous study (which were Andhra 
Pradesh, Assam, Bihar, Gujarat,' Kar¬ 
nataka, Kerala, Madhya Pradesh, Maha¬ 
rashtra, Orissa, Punjab, Tamil Nadu, 
Uttar Pradesh, and W%5t Bengal) three 
more states (namely: Haryana, Himachal 
Pradesh and Rajasthan) have been 
brought into the present study.* 

(3) The period of review is from 1970-71 to 
1984-85. The agricultural year, i e, star¬ 
ting from the month of July to June has 
been retained as the basic unit for analys¬ 
ing wage trends. Wage data pertaining to 
two intervening years—1972-73 and 
l98l-82--have not been included in this 
study tor we could not obtain the original 
published documents of the agricultural 
ministry for those two years. 

(4) Wage rates compiled in this study are 
those of male and female workers hired 
for Field labour operations. Average rates 
for different Field labour operations such 
as ploughing, sowing, weeding and 
harvc.sting are quoted in the case of four 
stales, namely, Andhra Pradesh, Kar¬ 
nataka, Maharashtra and West Bengal. 
These have been taken as such for those 
states only. Disaggregated and operation 
specific wage rates in agriculture are 
available for all the other states.' 

(5) in the case of male workers daily wage 
rates corresponding to ploughing opera¬ 
tions have been compil^ as far as po.ssi- 
ble. In centres where such data have not 
been reported we took wage rates for 
other categories starting with sowing, 
weeding, harvesting and other agricul¬ 
tural operations in that order. In the case 
of women workers priority was given to 
wage rates for sowing operations. Only 
when wage data fur this category were 
not available did we go in for wage rates 
speciFic to the next operational category. 

(6) The AWI reports wage data corresptm- 
ding to one or more centres from, each 
district. The district average rates for dif¬ 
ferent months of the year have been taken 
to obtain the yearly average wage rates. 
Here also we introduced some modiFica- 
tions to the methodology followed in the 
earlier study where wage rates correspon¬ 
ding to only one month of the peak 
agricultural .season in each state were 
taken 

(7) The yearly average estimates of money 


wages for male and female workers at the 
district level have in turn been used to 
derive the state level weighted average 
wage also separately for male and female 
workers. The weights used in this respect 
were the percentage share of male and 
female agricultural labourers in each 
district of the state. The percentage 
Figures were worked out from the Census 
esitmates of 1981 [Government of India, 
1981). 

(8) In the case of only one state, namely, 
Assam where the census operations were 
not conducted in 1981 we could not work 
out the weighted average wage rates. 
There we settled for a lesser option which 
was to obtain the simple average of wage 
rates for the different districts. 

(9) The state-wise yearly estimates of money 
wage rates thus derived have in turn been 
deflated by the Consumer Price Index 
Numbers for Agricultural Labourers 
(AIXTPl) separately available for each 
state in India. These index numbers as 
being furnished by the l.abour Bureau, 
Chandigarh were converted into indices 
of too with 1970-71 as the ba.se year. 
These indices were used for deflating the 
money wage rates and thereby deriving 
the real wage rates of agricultural 
labourers in different states.' 

Wage Labour in Indian States 

Prior to examining the wage rates and the 
index numbers of real wage rates, it is worth¬ 
while taking a look at the quantitative 
dimensions of the agricultural labour 
force—i e, those to whom wage employment 
in agriculture is the principal source of in¬ 
come within various states of India. This will 
also help us to distinguish and differentiate 
those states wherein the incidence of wage 
labour is comparatively higher. 

Accordingly in Ikble 1 we have furnished 
three .sets of estimates for 15 states (excluding 
Assam) and also for the whole of India as 
obtained from the Census of 1981. First in 
columns 2-4 of the table we give the total 
number of agricultural labourers—male, 
female and total. The relative proportions 
of agricultural labourers out of total workers 
gender-wLse are given in columns 5-7. Finally 
in columns 8-10 we have the percentage 
distribution of total agricultural labourers 
in India among the various states. The ag¬ 
gregative estimates given at the end of 
column 7 show that nearly a quaner of the 
total main workers in India are classified as 
agricultural labourers. The percentage share 
of labourers is considerably high among 


A-46 


Economic and Pofitical Weekly June 2S, 1988 



women workers (46) as compared to male 
workers (20).* 

The highest relative proportion of 
agricultural labourers out of total main 
workers is found in Andhra Pradesh, follow¬ 
ed by Bihar, Ihmil Nadu, Kerala, Orissa and 
Karnataka. As for male agricultural labou¬ 
rers the highest incidence is found in Bihar 
(31 per cent). The sutes of Andhra Pradesh, 
Kerala, Orissa, Punjab, Ihmil Nadu and 
Wfest Bengal have relative proportions well 
above the all India average which is 20 per 
cent. In the case of women workers the 
highest share of agricultural labourers is 
again in Bihar (63 per cent) while in Andhra 
Pradesh with numerically twice the number 
of female agricultural labourers the percen¬ 
tage share comes to 59 per cent of the female 
labour force. The states of Kerala, Orissa 
and Ikmit Nadu also reported close to or 
above 50 per cent of the total women 
workers as agricultural labourers. It may also 
be noted that the lowest percentage shares 
have been reported from Himachal Pradesh 
and Rajasthan (3 and 7 per cent respective¬ 
ly). Also other states from the north western 
parts of India like Punjab and Haryana 
reported relatively lower percentage .share of 
agricultural labourers, especially among 
women workers. 

The percentage distributions given in col¬ 
umns 8-10 help us to identify states with 
higher concentration of agricultural labou¬ 
rers. it follows from the figures that just four 
states, namely, Andhra Pradesh, Bihar, 
Maharashtra and Tamil Nadu together ac¬ 
counted for more than 50 per cent of the 
total agricultural labour force in India. On 
the other hand the agriculturally prosperous 
.state of Punjab accounted for only less than 
2 per cent tif the total wage labour force in 
agriculture. All the states of north western 
India, namely, Rajasthan, Himachal 
Pradesh, Punjab and Haryana put together 
held only less than 5 per cent of the total 
agricultural labour force in the country. This 
disparity is even more pronounced in the 
case of female workers where the above four 
states’ share of the total wage labour force 
was actually less than 2 per cent. 

In this context we may also take a look 
at some data from the National Sample 
Survey which point out that the si/e and pro¬ 
portion of rural population dependent on 
wage employment are continuously on the 
increase in recent times in almost all the 
Indian states. The relevant figures arc auoted 
from a study by. A Vaidyanathan (1986] in 
Table 2. Two sets of figures pertaining to 
male wage workers are given in the table. 
Columns 2, 3 and 4 show the proportions 
of wage labour in total rural workforce of 
different states during 1972-73,1977-78 and 
1983. Column 5 gives the proportions of 
casual wage labour out of total wage labour 
during the year 1977-78. Regarding the 
former, the relative proportions of wage 
workers are found to have increased in 
almost all the states during the period under 
review. By 1983 well above 40 per cent of the 
rural male labour force in the states of 


Andhra, Uhar, Gujarat, lUurnataka, Kerala, 
Maharashtra, Orissa, Ihmil Nadu and Wnt 
Bengal belonged to the category of wage 
workers. Still mote important is the second 
set of figures which suggests that the percen¬ 
tages of casual wage labourers out of total 
wage labourers are large—exceeding 60 per 
cent—in a number of Indian statett. 

Money Wages in Agriculture 

Against the background of an assessment 
of the rural labour, in particular, the 
agricultural wage labour situation in various 
states, we next proceed to examine the wage 
data which have been estimated from sources 
earlier referred to. First we take up the 
money wage rates which obtained in dif¬ 
ferent states during the period 1970-71 to 
1984-85 as given in Tables 3 and 4. It is seen 
that among all the states the two north 
western states of Punjab and Haryana and 
also Kerala from the south consistently 
maintained a high average level of money 


' wages throughout the period under review. 
As for the wage rates of male workers the 
highest average for the year 1984-85 (and 
also generally for the entire period) was 
reported from Haryana followed by Punjab 
atnd Kerala in that order. Punjab’s wage rates 
for male workers seem to have been ahead 
of those of Haryana until 1976-77 further 
to which the lead was taken over and also 
consistently maintained by the latter. 
Relatively low levels of money wages have 
all along been reported—specially for the 
period until 1980-81—from the states of 
Bihar, Orissa. Karnataka, Madhya Pradesh, 
Maharashtra and Tamil Nadu. These hap¬ 
pen to be the more populou.v slates of the 
country which also account for a sirenble 
share of the total agricultural labour force. 
As can be noted from Table I the above 
states together account for nearly 65 per cent 
of the total agricultural labour force in 
India. 

Much the same picture emerges in the case 


Table 1: Auriojitukai I abuiiritRs in Indian Siails. 1981 


States 

U) 

Agricultural Agricultural Labour 

Labourers (000) Tbtal Workers (Per Cent) 

Percentage Dii 
ot Agricultun 
Male i'einal 
(8) (9) 

uribution 
il Labour 

Male 

(2) 

Female 

(3) 

Total 

(4) 

Male 

(5) 

Female 

(6) 

Total 

(7) 

c Total 
(10) 

Andhra Pradesh 

4106 

4219 

8325 

26.51 

59.06 

36.79 

11.82 

20.31 

15.00 

Bihar 

S4I8 

1949 

7367 

30.65 

63.34 

35.50 

1.5.60 

9.38 

13.27 

Cujarai 

1611 

877 

2488 

17.59 

48.08 

22.65 

4.64 

4.22 

4.48 

Haryana 

528 

62 

590 

15.61 

21.99 

16.10 

1.52 

0.30 

1.06 

Himachal Pradesh 33 

7 

40 

3.07 

1.77 

2.72 

O.IO 

0.03 

0.07 

Karnataka 

1939 

1716 

3655 

19.01 

49.72 

26.78 

5.58 

8.26 

6.59 

Kerala 

1199 

719 

1918 

23.32 

43.58 

28.24 

3.45 

3.46 

3.46 

Madhya Pradesh 

2563 

2295 

4858 

17.81 

40.61 

24.24 

7.38 

11.05 

8.75 

Maharashtra 

3150 

3321 

6471 

18.51 

45.61 

26.63 

9.07 

15.99 

11.66 

Orissa 

1639 

758 

2397 

22.64 

54.26 

27.76 

4.72 

3.65 

4.32 

Punjab 

1047 

45 

1092 

22.04 

25.28' 

22.16 

3.01 

0.22 

197 

Rajasthan 

525 

240 

765 

5.89 

15.69 

7.33 

I.5I 

1.16 

1.38 

Tamil Nadu 

3179 

2858 

6037 

23.24 

53.43 

31.73 

9.15 

•13.76 

10.88 

Uttar Pradesh 

4188 

989 

5177 

14.15 

35.23 

15.98 

12.06 

4.76 

9.33 

West Bengal 

32% 

596 

3892 

23.69 

39.44 

25.23 

9.49 

2.87 

7.01 

India 

14732 

20768 : 

55500 

19.56 

46.18 

24.94 

100.00 

100.00 

100.00 

Source: Statistical Abstract India, 

1985. C 

entral : 

Siaiistical 

Organisation. 



Table 2; Rura' Wage I 

t.AHOllR AND CASUAI 

Labour (Mali ) 

IN Indian SiAir 

V 1972-' 

73 TO 1983 

Slates 



Wage labour as a Percentage 

Casual l-abour 





of Total Workforce 


asl’crceniageof 




1972-73 


1977-78 


1983 

Wage Labour 









1977-78 

(1) 



(2) 


(3) 


(4) 


(5) 

Andhra Pradesh 



40.0 


45.8 


46.6 


64.6 

A.ssam 



23.8 


32.3 


35.9 


49.0 

Bihar 



39.5 


40.9 


42.8 


77.5 

Gujarat 



34.4 


.37.2 


40.4 


74.3 

Haryana 



24.0 


28.2 


30.0 


44.2 

Karnataka 



37.8 


41.8 


41.5 


75.5 

Kerala 



54.3 


53.8 


54.5 


57.1 

Madhya Pradesh 



27.3 


31.0 


33.7 


68.5 

Maharashtra 



53.5 


48.7 


47.4 


55.6 

Orissa 



39.9 


45.6 


43.7 


68.4 

Punjab 



30.7 


36.0 


33.6 


45.5 

Rajasthan 



10.2 


17.1 


20.5 


57.7 

Tbmil Nadu 



42.4 


48.4 


54.2 


63.1 

Uttar Pradesh 



21.6 


24.4 


24.1 


61.7 

West Bengal 



48.1 


49.0 


50.4 


64.8 


Source; Computed from National Sample .Survey snurcev quoted in A Vaidyanathan (1986), 
Tables 7 and 8. 
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of wage rates of women workers given in 
^le 4. Here also we notice that Haryana, 
Punjab and Kerala in that order report^ the 
highest average wages through mpst of the 
period under review. At the other eifd Ihmii 
Nadu reported the lowest wage rates again 
throughout the period. The situation was 
roughly similar in Orissa, Karnataka and 
Maharashtra. Also in Andhra. Madhya 
Pradesh and Uttar Pradesh wage rates 
remained comparatively lower during the 
1970s. 

Gender disparities in waues 

At this sugc we also take a closer look 
at the question of gender differentials in 
agricultural wages observed in various states 
of Indie during our period of analysis. The 
prevalence of such differentials is often 
described as a customary feature of ail 
agrarian economies arising from gender 
based specialisation of specific farm opera¬ 
tions. Agricultural operations like ploughing 
and also post-harvest operations which carry 
higher rewards are generally performed by 
male workers. On the other hand operations 
such as sowing, transplanting and weeding 
with relatively lower wages are predominant¬ 
ly performed by women workers. Indian 
states which also exhibit considerable gender 


disparity in wages easily seem to conform 
to this pattern. In Ikble 5^-hitw worked 
out the ratios of wage disparity in dilTerent 
states during the period 1970-71 to 1984-85. 
These ratios describe female wage rates as 
percentages of corresponding male wage 
rates in each state. 

Three important observations emerge 
from the figures in Ihble 5. In the first place 
gender disparities in wages are found to be 
conspicuously large in many states. As far 
up to 1984-85 female wages stayed at less' 
titan 80 per cent of the male wage rates in 
some ten states. Secondly there is con¬ 
siderable variation across states with regard 
to the incidence of such disparity. For in¬ 
stance in states like Maharashtra, Rajasthan 
and Ikmil Nadu female wages rarely exceed¬ 
ed 65 to 70 per cent of the male wages while 
in states like Assam, Bihar, Himachal. 
Madhya Pradesh and Rajasthan they tended 
to remain well above 80 per cent levels. 
Finally the figures also show that in most 
states there has been a distinct tendency for 
wage disparties to narrow down over time. 
States such as Bihar, Haryana, Karnataka, 
Kerala, Madhya Pradesh, Punjab, Uttar 
Pradesh and West Bengal ciearly fit into this 
pattern. On the other hand states like 
Maharashtra, Rajasthan and Thmil Nadu are 


found to have maintained a high order of 
gender disparity in wages right through our 
period of analysis. Ibwards the niid-l970s. 
however, some improvement in disparities 
did take place in these states and also in the 
cases of Gujarat, Madhya Pradesh and 
Orissa. This was followed by a reversion to 
the situation which prevailed during the 
early 1970s. 

Regional Variations in Wages 

It is worthwhile examining the relative 
variations in the levels of money wages of 
both male and female workers across states. 
There is one interesting association—that 
wage rates happen to be directly linked to 
the absolute level of product per worker in 
i^iculture of each state. We shall tala a look 
at the strength of this relationship found to 
exist among different states of India. 

For this purpose we worked out the 
estimates of product per worker in agricul¬ 
ture of different stetes during the period 
1970-71 to 1984-85. The relevant Figures are 
given in Thble 6. The productivity levels are 
expressed in current prices and have been ob¬ 
tained by dividing the estimates of State 
Domestic Product in Agriculture prepared 
by the Central Statistical Organisation 
[Government of India, 1985 and 1987] with 
the corresponding estimates of agricultural 
workers in each state.^ 

The figures in Tkble 6 bring out the 
prevalence of considerable variations across 
states in the levels of product per worker in 
agriculture. For instance if we take the year 
1984-85 the highest output per worker 
(Rs 10,709) reported from Punjab was more 
than six times the lowest figure (Rs 1,512) 
reported , from Ikmil Nadu. At the higher 
end Punjab is followed by Haryana and 
Kerala. In fact the same ranking is maintain¬ 
ed by these states throughout the period 
under review. States like Kerala, West ^ngal, 
Gujarat and Assam report higher values of 
product per worker largely on account of the 
preponderance of high value commercial 
crops within the economy of the concerned 
states. At the other end of the spectrum 
lowest productivity levels have mostly been 
reported from states such as Ihmil Nadu, 
Madhya Pradesh, Bihar, Andhra and 
Maharashtra. 

The money wage rates in various states 
seem to correspond very closely to the levels 
of output per worker. The highest absolute 
lo«l of money wages are found in the states 
of Punjab, Haryana and Kerala. Also rela¬ 
tively higher wages are found to prevail in 
Gujarat, Assam and West Bengal too. At the 
lower end of the order we have the same set 
of states listed earlier with low per worker 
product. In order to test the strength of this 
relationship we carried out some regression 
exercises keeping product per worker in 
agriculture (PPWA) at current prices and 
money wage rates (MWR) across states as 
the independent and dependent variables 
respectively. The exercises were done 
separately for male and female wage rates 
pertaining to three selected years, namely. 


Tanii-.BA; MoNrv WaiiF Kaiis oi Maii. AciRici'iiijkai I.ahouki'ks in Indian STATts 

(Rupees per day) 


Vear 

Andh[u 

Assam 

Bihar 

_ _ 

Gujarat Haryana 

Himachal Karnataka 

Kerala 

1970-71 

2.70 

3.96 

2.64 

3.07 

6.64 

4.11 

2.45 

4.61 

1971-72 

2.75 

3.82 

2.57 

3.40 

6.84 

4.80 

2.59 

5.05 

1973-74 

3.16 

4.58 

3.92 

3.47 

7.40 

5.10 

3.26 

5.91 

1974-73 

3.73 

5.27 

4.13 

3.74 

8.58 

5.62 

3.42 

6.82 

1975-76 

4.02 

5.27 

4.48 

4.71 

8.55 

6.05 

3.96 

7.44 

1976-77 

4.32 

5.46 

5.32 

5.85 

8.75 

6.02 

4.67 

7.61 

1977-78 

4.74 

6.03 

5.22 

5.77 

10.44 

6.03 

5.14 

7.61 

1978-79 

5.01 

6.19 

5.08 

6.15 

11.17 

6.95 

4.97 

7.93 

1979-80 

5.45 

6.73 

5.33 

6.38 

11.89 

7.49 

5.33 

8.90 

1980-81 

6.03 

7.30 

5.85 

6.75 

12.41 

9.56 

5.65 

10.71 

1982-83 

8.02 

9.67 

7.93 

8.64 

16.14 

10.44 

6.41 

13,97 

1983-84 

9.28 

11.47 

8.92 

I0..32 

18.15 

11.60 

7.18 

15.23 

1984-83 

10.41 

12.87 

9.88 

12.58 

19.35 

12.55 

7.31 

16.86 

Tabif 

3B; MoNt I 

f Wm.l Ratfs or Mai t Aoric 

IIITUKAI LaHOUKERS 

IN Indian States 








(Rupees per day) 

Year 




States 





MP 

MR 

Orissa 

Punjab 

Rajasihan 

Tamil 

UP 

WB 







Nadu 



1970-71 

2.15 

2.84 

2.19 

6.39 

3.69 

2.53 

2.72 

4.04 

1971-72 

2.24 

2.96 

2.29 

6.64 

3.88 

2.69 

2.86 

4.29 

1973-74 

2.95 

3.16 

2,62 

7.47 

5.31 

3.27 

3.80 

4.89 

1974-75 

3.38 

3.46 

3.02 

8.75 

5.61 

4.39 

4.20 

5.27 

1975-76 

3.78 

3.41 

3.49 

9.16 

5.64 

4.52 

.5.13 

5.89 

1976-77 

4.02 

3.41 

4.32 

10.01 

7.01 

3.97 

5.23 

6.55 

1977-78 

4.11 

3.68 

4.20 

10.38 

7.93 

4.01 

5.00 

6.98 

1978-79 

4.21 

4.12 

4,33 

10.73 

7.58 

4.36 

5.33 

7.25 

1979-80 

4.34 

4.61 

4.68 

11.41 

8.19 

5.20 

5.79 

7.92 

1980-81 

4.67 

4.68 

4.79 

12.23 

9.53 

5.95 

6.21 

8.09 

1982-83 

-,6.63 

6.18 

6.06 

13.62 

,11.38 

6.81 

7.85 

9.01 

1983-84 

^7.86 

8.17 

7.49 

15.66 

I2..35 

7.57 

9.61 

10.11 

1984-85 

8.53 

9.46 

8.42 

18.13 

12.63 

8.83 

10.54 

10.59 


Note: Abbreviations—MP-Madya Pradesh. MR-Maharashtra. UP-Ulur Pradesh, WB-I^bst Bengal 
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lWO-71,1977-78 and 1984:85. The results are 
also given belotv; 


+ 0.001647 PPWA 
(8.4S0I50) 

R-* « 0.8361 
+ 0.000891 PPWA 
(4.765115) 

R=* = 0.6186 

+ 0.001356 PPWA 
(9.542958) 

R^ * 0.8668 
+ 0.000939 PPWA 
(7.094278) 

R^ = 0.7824 

+ 0.001239 PPWA 
(6.874059) 

R^ = 0.7714 
4 0.001015 PPWA 
(5.713154) 

R* = 0.6998 
(• The exercise was earned out for the year 
1978-79. The number of observations in each 
exercise was 16. Figures in brackets refer to the 
i values of the coefficients). 

The strength of the relationship found to 
exist between agricultural wage rates and the 
levels of output per worker across the states 
is clearly l;rought out by the high regression 
coefricients as' well as the t values of the 
coefHcients. From this premise of a strong 
association between the two variables 
whether we can proceed to attribute a causal 
relationship between the two, however, re¬ 
quires careful probing and more substantive 
empirical evidence." l.ater in the course of 
our discussion we shall make an attempt to 
relate the trend growth of real wages observ¬ 
ed in different states to the trend growth of 
agricultural output in the corresponding 
states. 

Earlier we noted that there has been some 
decline in the magnitude of gendci dis¬ 
parities in wages in most states of India dur¬ 
ing the period 1970-71 to 1984-85. It is also 
instructive to examine whether this has been 
accompanied by any corre.sponding decline 
in the scale of regional disparities in wages 
of specific gender groups. Decline of 
regional disparities in agricultural wages for 
one thing would imply increased mobility of 
labour and thereby greater integration of 
labour markets between regions of the coun¬ 
try. It was also noted in our earlier study 
[Jose, 1974) that the regional differences in 
levels of money wage rates across Indian 
states started diverging from 1964-65 
onwards—preceded by an earlier period 
from 1956-57 onwards—during which there 
was a tendency towards convergence of wage 
rates.’ This, an important land mark for 
the mid-1960s, also happens to be the period 
during which the new agricultural 
technology of high-yielding varieties and 
other advanced bio-physical inputs which 
marked the “Green Revolution” in Indian 
agriculture, was introduce into the country. 
It is worthwhile pursuing whether this trend 
towaids widening of wage disparities con¬ 
tinued further b^nd the eariy 1970s. 

For this purpose we worked out the coef¬ 


1970-71 

MWR - M = 0.937925 
MWR F = 0.%7364 
1977-78 

MWR ~ M = 2.424367 
MWR - F*-= 2.372325 
1984-85 

MWR - M » 6.099554 

MWR - F = 4.395441 


ficients of variation of money wage rates m 
different states separately for male and 
female workers during the years 1970-71 to 
1984-85. These coefficients expressed in 
percentage terms (standard deviation 
mean x 100) are given in Thble 7. For male 
agricultural labourers there appears to have 
been a funher decline in regional wage 
disparities. The coefficients came down from 
38 per cent in 1970-71 and 1971-72 to 29 per 
cent during 1983-84 and 1984-85. The in- 
tervming years do not, however, show any 
continuous decline of disparities as there 


were a number of years from 1974-75 on¬ 
wards during winch the coeffidents fluc¬ 
tuated around the value of 31 per cent. In 
the case of female wage rates, however, then 
is no such downward trend in the measure 
of disparities. For the greater part of the 
period under review the coefficients moved 
in the neighborhood of 35 per cent. The 
lowest measure of dispersion was reached in 
1975-76 further to which tho^ climbed on to 
38 per cent by 1982-83. The general picture 
which emerges is that insofar as female wage 
rates are concerned the period on the whole 


Table 4A: Money Wage Rates oi Female Agrk ultukai Labourers in Inoiam StAtrs 

(Rupees per dayt 


Year 




States 





Andhra 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Karnataka 

Kerala 

1970-71 

1.96 

3.14 

2.15 

2.33 

3.% 

.3.48 

1.68 

2.81 

1971-72 

1.98 

3.12 

2.06 

2.61 

4.17 

3.60 

1.79 

3.50 

1973-74 

2.22 

3.90 

3.19 

2.91 

4.26 

4.01 

2.24 

3.85 

1974-75 

2.69 

4.14 

3.50 

.3.16 

5.02 

4.56 

2.57 

4.59 

1975-76 

3.17 

4.29 

4.11 

4.16 

5.22 

5.06 

2.99 

4.93 

1976-77 

3.28 

4.72 

4.23 

5.54 

6.32 

5.06 

3.90 

5.19 

1977-78 

3.58 

.5.15 

5.19 

5.58 

6.68 

5.33 

4.45 

5.35 

1978-79 

3.87 

5.19 

4.75 

5.83 

6.61 

5.53 

4.03 

5.84 

1979-80 

4.26 

5.65 

5.09 

5.98 

8.35 

5.93 

4.35 

6.23 

1980-81 

4.54 

6.00 

5.25 

6.00 

9.62 

7.11 

4.26 

7..39 

1982-83 

5.95 

7.78 

7.78 

7.04 

13.81 

8.61 

4.88 

9.76 

1983-84 

6.85 

9.36 

8.74 

8.81 

14.40 

10.06 

5.58 

10.51 

1984-85 

7.64 

10.65 

9.16 

9.80 

14.99 

11.25 

5.93 

12.34 

Tabll4B: Money Wagi Rates oe Femail Agrk'ulturai 

Laikiukeks in Indian State.s 








(Rupees per dayt 

Year 




States 





MP 

MR 

Orissa 

Punjab 

Rajasthan 

Tamil 

UP 

WB 







Nadu 



1970-71 

1.54 

1.84 

1.48 

4.08 

1.88' 

1.42 

1.92 

2.37 

1971-72 

1.58 

1.83 

1.54 

5.41 

1.9.3 

I..5: 

1.91 

2.84 

!97.t 74 

1.9? 

2.03 

1.88 

5.50 

2.22 

1.85 


3.37 

1974-75 

2.4t 

2.29 

2.26 

6.18 

2.85 

2.35 

3.10 

3.88 

1975-76 

2.81 

2.25 

3.18 

6.(81 

3.77 

2.58 

3.18 

4.18 

1976-77 

3.60 

2.41 

4.00 

NR 

4.82 

2.37 

3.67 

5.16 

1977-78 

3.67 

2.73 

3.84 

NR 

4.79 

2.82 

3.36 

5.77 

1978-79 

3.68 

2.98 

3.84 

9.39 

5.02 

2.89 

3.68 

5.50 

1979-80 

3.71 

3.30 

3.66 

10.41 

5.31 

3.93 

4.21 

6.12 

1980-81 

4.02 

3.29 

3.84 

11.07 

5.22 

3.53 

4..36 

6.25 

1982-83 

5.47 

4.19 

4.69 

13.37 

6.26 

4.54 

6.47 

7.63 

1983-84 

6.42 

5.56 

5.75 

15.84 

7.15 

4.75 

7.70 

8.60 

1984-85 

7.11 

6.07 

5.99 

14.91 

7.63 

5.05 

8.24 

8.39 


Note. Abbreviation.s—NR-Not Reported; rest as in Table 3B. 


Tabi.f 5A: Ratios oi Fcmali: to Mai.e Agriculthrai Money Wages in Indian States 

(Per cent) 


Year _ _ States 



Andhra 

Assam 

Bihar 

Gujarat 

Haryana Himachal Karnataka 

Kerala 

1970-71 

72.82 

79.16 

81.73 

75.84 

59.64 

84.73 

68.31 

61.07 

1971-72 

72.07 

81.69 

80.24 

76.66 

60.97 

74.97 

69.10 

69.39 

1973-74 

70.33 

85.29 

81.41 

83.72 

57.55 

78.57 

68.79 

65.27 

1974-75 

72.02 

78.54 

84.83 

84.68 

58.53 

81.20 

75.00 

67.27 

1975-76 

78.96 

81.32 

91.80 

88.16 

61.01 

83.66 

75.38 

66.20 

1976-77 

75.93 

86..36 

79.56 

94.66 

72.25 

84.02 

83.49 

68.16 

1977-78 

75.49 

85.29 

99.45 

96.65 

63.99 

88.31 

86.52 

70.26 

1978-79 

77.14 

83.90 

93.53 

94.84 

59.20 

79.69 

80.94 

73.65 

1979-80 

78.29 

83.99 

95.47 

93.67 

70.27 

79.09 

81.73 

70.04 

1980-81 

75.25 

82.29 

89.75 

88.94 

77.54 

74.45 

75.48 

69.00 

1982-83 

74.28 

80.50 

98.11 

81.47 

85.55 

82.46 

76.02 

69.91 

1983-84 

73.81 

81.58 

98.05 

85.37 

79.35 

86.72 

77.73 

■68.98 

1984-85 

73.44 

82.70 

92.70 

77.95 

77.47 

89.58 

81.07 

73.20 
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was marked by the absence of any definite 
trend towards increate or decrease in the 
scale of regional disparities. 

Along the lines of the above enquiry we 
also tried to assess the trend in dispersion 
of wage rates across districts within each 
state. The coefficients of variation of male 
and female wage rates are given in Ihbles 8 
and 9. For the purpose of deriving these 
coefficients we used wage data pertaning to 
the same districts in each state, i e, only 
those districts which consistently reported 
wages for the various years were taken into 
account. In Tables 8 and 9 within brackets 
we also quote the number of districts in each 
state based on which the coefficients have 
been worked out. 

The measures of dispersion clearly bring 
out that in most states of India there has 
been no discernible trend towards increase 
or decline of inter district disparities in wage 
rates. Furthermore we also notice that in 
many states the coefficients of dispersion re¬ 
main well below the level of 25 per cent 
throughout the period of analysis. There are 
a few exceptional cases which show either 
an increasing or a declining trend with 
regard to male or female wage rates. In the 
case of male wage rates only in the case of 
Maharashtra do we observe anything nearer 
to a continuous decline in dispersion. The 
coefficients came down from 18 per cent in 
1970-71 to 7 per cent by 1984-85. "> Also 
Punjab and Kerala demonstrated some con¬ 
tinuity in the decline of wage disparities 
from 1977-78 onwards. In Rajasthan the 
coefficients remained conspicuously large at 
above 30 per cent level for most of the years 
under review. In the ca.se of female wage 
rates a declining trend in disparities can be 
noted in the case of Haryana, Himachal 
Pradesh and also Karnataka. In the first two 
states the coefficients declined from levels 
exceeding 40 per cent during the early 1970s 
to less than 30 per cent by 1984-85. On the 
whole it appears that the coefficients of 
variation of male as well as female wage 
rates in most states tend to fluauate around 
a wide margin once they cross below the 
threshold of a 30 per cent level. 

Trends in Real wages 

Now we proceed to the main body of our 
discussion where we take up the trends in real 
wage rates of different states. The index 
numbers of maje and female,wages with 
1970-71 as the base year are given in 
Ikbles 10 and 11. First the indices of male 
wage rates in Tkble 10. An increase in real 
wage rates took place between 1970-71 and 
1984-85 in almost every state with two major 
exceptions, namely, Punjab and Haryana. 
We shall get back to the.se states shortly. 
Among the 14 states wherein real wages in¬ 
creased it is important to note that there ate 
some wherein wages in fact declined during 
the earlier period from 1956-57 unto 1970-71. 
These are Assam, Karnataka, Madhya 
Pradesh, Maharashtra, Orissa and >^si 
Bengal." The reversal of wage trend in 
these states started only from the mid-1970s 
onwards. Actually the first half of the 1970s 


Table SB: Ratios of Female to Mau AcaicuLivaAL Money Wages in Indian States 

(Per cent) 


%ar_States 



MP 


Orissa 

Punjab Rajasthan 

Dunil 

Nadu 

UP 

CD 

1970-71 

71.74 

64.74 

67.59 

63.85 

50.93 

55.86 

70.84 

58.71 

1971-72 

70.54 

61.76 

67.15 

81.47 

49.60 

56.39 

66.88 

66.23 

1973-74 

65.00 

64.38 

72.01 

73.59 

41.90 

56.42 

71.97 

68.95 

1974-75 

71.34 

66.15 

74.87 

70.62 

50.82 

53.40 

73.82 

73.76 

1975-76 

74.34 

66.13 

91.24 

65.46 

66.68 

57.14 

62.06 

70.S9 

1976-77 

89.58 

70.66 

92.55 


68.82 

59.79 

7022 

78.85 

1977-78 

89.18 

74.03 

91.42 

— 

60.40 

70.43 

67.23 

82.65 

1978-79 

87.46 

72.34 

88.71 

92.80 

66.19 

66.39 

69.12 

75.82 

1979-80 

85.47 

71.50 

78.24 • 

97.30 

64.92 

75.57 

72,66 

77.31 

1980-81 

86.25 

70.40 

80.05 

96.00 

54.77 

59.32 

7022 

77.21 

1982-83 

82.60 

67.79 

77.34 

98.18 

55.02 

66.70 

82.43 

84.70 

1983-84 

81.68 

68.14 

76.74 

94.73 

57.93 

62.74 

80.14 

85.07 

1984-85 

83.40 

64.18 

71.21 

82.25 

60.38 

57.18 

78.21 

79.19 


Tabll 6A: Nn Domestk Produo i*ir Worklr in Aoricuiture at Current Prices in Indian 

States 


(Rupees) 


Year _ States 



Andhra 

Assam 

Bihar 

Gujarat 

Haryana Himachal Karnataka 

Kerala 

1970-71 

1097 

1576 

879 

1876 

3230 

1196 

1428 

1933 

1971-72 

1163 

1620 

899 

1793 

3411 

1257 

1340 

1819 

1972-73 

1196 

1746 

1125 

1280 

3590 

1318 

1355 

2145 

1973-74 

1658 

2038 

1434 

2439. 

4469 

1809 

2092 

2905 

1974-75 

1889 

2650 

1600 

1570 

4580 

2053 

2241 

3190 

1975-76 

1392 

2320 

1314 

2.343 

4877 

2064 

1828 

3147 

1976-77 

1287 

2554 

1373 

2701 

5497 

1638 

1753 

3455 

1977-78 

1539 

2641 

1508 

2843 

5747 

2002 

2(M5 

3433 

1978-79 

1588 

2607 

1550 

2689 

5939 

2086 

1829 

3783 

1979-80 

1776 

2924 

1468 

3089 

5554 

1906 

2234 

4352 

1980-81 

1946 

3843 

1993 

3529 

7195 

2557 

2440 

4616 

1981-82 

2459 

3625 

1807 

4386 

7226 

2925 

2764 

4672 

1982-83 

2435 

4435 

2135 

3550 

7781 

2825 

2534 

5486 

1983-84 

2829 

5236 

2359 

4804 

7992 

3547 

3215 

7100 

1984-85 

2642 

4768 

2598 

4843 

8391 

3442 

3553 

8061 


Source: Government of India 11985 and 1987), Estimates of State Domestic Product. 


Tahie6B: Nfi Domestii Product i'er Worker in AtiRicuiruRi -at Current Prices in Indian 

StATES 


(Rupees) 


Year Slates 



MP 

MR 

Orissa 

Punjab 

Rajasthan 

Ihmil 

Nadu 

UP 

WB 

1970-71 

916 

877 

1237 

3402 

1680 

994 

1175 

1817 

1971-72 

1000 

829 

1205 

3522 

1418 

1136 

1179 

1979 

1972-73 

1078 

729 

1542 

3767 

1477 

nil 

1539 

1836 

1973-74 

1440 

1409 

1898 

4918 

2377 

1407 

1722 

2544 

1974-75 

1634 

1823 

1810 

5123 

2291 

1189 

1877 

2785 

1975-76 

1402 

1711 

1797 

5031 

2168 

1188 

1622 

2650 

1976-77 

1254 

1724 

1448 

.'900 

2553 

1321 

1888 

2809 

1977-78 

1647 

1951 

2009 

6355 

2801 

1417 

2103 

3066 

1978-79 

1467 

1938 

1996 

6508 

2860 

1376 

2014 

3064 

1979-80 

1190 

2177 

1732 

7072 

2277 

1531 

1889 

3067 

1980-81 

1881 

2465 

2484 

6891 

2846 

1151 

2836 

3623 

1981-82 

1930 

2699 

3076 

8016 

3398 

1573 

2575 

3505 

1982-83 

2038 

2708 

2936 

8665 

3863 

837 

2894 

4002 

1983-84 

2646 

3266 

3962 

9229 

4968 

1321 

3216 

5211 

1984-85 

2279 

3378 

3489 

10709 

4640 

1512 

3251 

6133 


Note: The SDP in each slate has been divided by the corresponding yearly estimate of total 
agricultural workforce in each state. 

The yearly estimates of the agricultural workforce conitistifig of cultivators and agricultural 
labourers have been worked out from census estimates for the years 1971 and 1981 
[Government of India, Statistical Abstract, 1985]. In the case of the state of Assam the 
agricultural workforce between 1971 and 1981 has been presumed to grow at'the all India 
average rate. 
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Table 7: COEFFiaENT of Variation of Money 
Wace Rates 

_' (Pfr cent) 


Ybar 

Male 

16 States 

Female 

Instates 

1970-71 

37.65 

35.31 

1971-72 

37.79 

41.76 

1973-74 

33.52 

34.39 

1974-75 

34.70 

32.26 

1975-76 

31.49 

26.57 

1976-77 

30.67 

36.73 

1977-78 

33.46 

36.37 

1978-79 

33.40 

31.90 

1979-80 

32.71 

33.38 

1980-81 

33.52 

36.98 

1982-83 

31.93 

37.73 

1983-84 

29.46 

33.83 

1984-85 

29.25 

32.75 


Source: Tables 3 and 4. 


was marked by declining wage trends in all 
the states. The lowest level was reached in 
I974-7S which incidentally was also one of 
the worst years in recent past in terms of 
agricultural output levels.'* 

From 1974-75 onwards wages seem to have 
risen in all the states. Within the next years 
real wages revelled to the 1970-71 levels in 
the following states: Andhra Pradesh, 
Assam, Bihar, Gujarat, Karnataka, Kerala, 
Madhya Pradesh, Orissa, Punjab, Rajasthan, 
Uttar Pradesh and West Bengal. In Tamil 
Nadu wages got back to the 1970-71 levels 
in 1978-79 and in Haryana and Himachal 
only during the 1980s. In any case a consi.s- 
tent increase in refti wages from 1974-75 on¬ 
wards is found to be a rare phenomenon in 
the context of any state. Only two state.s, vU, 
Andhra Pradesh and Assam display any- 
th'ng resembling a consistent rise in real 
wages during this period. Also in Kerala we 
notice a secular increase in real wages unto 
1982-83 further to which they showed some 
decline. In all other stales there was con¬ 
siderable fluctuation in real wage levels 
through the years 1974-75 to 1984-85. 

Between 1970-71 and 1984-85 the latest 
increase in real wages came about in Gujarat 
(52 per cent). Also Bihar, Andhra, Madhya 
Pradesh and Orissa managed to attain a 40 
per cent increase in wages. (It is interesting 
to note that this latter group of slates are 
Typically the densely populated ones with a 
preponderance of casual wage labour and 
also occupy relatively low ranking in terms 
of agricultural output levels.) The increase 
in wage that took place in Assam, Kerala, 
Maharashtra and Uttar Pradesh remained 
in the range of 20 to 35 per cent. In Tkmil 
Nadu which showed an 18 per cent inerea.se 
in wages the index numbers fluctuated 
around 100 right up to 1982-83. Also West 
Bengal shows wide fluctuations in real wages 
without there being any perceptible increase 
during the 1970s. In Karnataka where we 
notice only a three per cent increase in wages 
by 1984-85, the highest inaease had come 
about by 1978-79 further to which there was 
a gradual decline in wages. 

Then there is the curious case of Punjab 


which in spite of being agriculturally the 
most dynainic state in Intha falM to roister 
any increase in real wagertfining the entire 
period of our analysis- In fact there was a 
three per cent decline in the real wage index 
of Punjab by 1984-85. Further to 1974-75 
a second trough in real wage movements of 
Punjab was reached in 1980-81 when the in- 
(to dropi^ by 15 per cent, A somewhat 
dmilar picture obtains in Haryana also 
which is agriculturally yet another advanced 
state of India. Here also wages failed to 
register any increase until 1984-85 when there 
was just a three per cent increase over the 
base year. In Haryana also a second trough 
in real wages was reached in 1980-81 when the 
index dropped by 17 per cent. Ibwards the 
end of this paper we shall try to provide 
some explanation for the exceptionally dif¬ 
ferent behaviour of Punjab and Haryana on 
the wages front. Prior to that we shall also 
take a look at the index numbers of real 
wages of women workers given in Ikbic 11. 

There arc some important differences in 
the real wage trends of women workers as 
compared to those of male workers. First, 
real wages increased in all states without ex¬ 


ception during 1970-71 to 1984-85. Secondly 
the magnitude of Increase in real wages is 
much higher in the case ofwvomen workers. 
This adually is in conformity with our 
earlier t^servation that gender disparities in 
money wages declined in most states during 
the period of analysis. All the states (except 
Himachal Pradesh) recorded real wage in- 
creases^in excess of 20 per cent by 1984-85. 
The highest increase in wages have been 
noted in Madhya Pradesh, Bihar, Kerala, 
Gujarat, Orissa and Andhra Pradesh in that 
order. As in the case of the male wage in¬ 
dices, relatively higher increases have also 
been noted in the more populous and 
agriculturally backward states such as 
Madlqra Pradesh, Bihar, Orissa and Andhra. 

Further we also notice thar real wage rates 
started declining in the period immediately 
following 1970-71 which continued ri^t up 
to 1974-75. In some states this was followed 
by a short spell of rapid increase in wages. 
By 1976-77 wage indices reached peak levels 
in Gujarat, Orissa and Rajasthan. In Kar¬ 
nataka and West Bengal peak levels were 
reached in 1977-78. Further on wages either 
tended to slide down or oscillate around a 


Taihi gA: CouncitNi oi Variation or Money Waoe Rates (Male Agricultural I.abourersi 

IN Indian States (Per cent) 


War 


Stales 



Andhra 

(19) 

Assam 

(13) 

Bihar 

(7) 

Gujarat 

(16) 

Haryana Himacha! Karnataka 
(7) (6) (5) 

Kerala 

(9) 

1970-71 

16.42 

14.46 

17.28 

27.10 

13.22 

23.28 

19.87 

18.77 

1971-72 

13.91 

12.67 

13.98 

29.29 

10.88 

16.83 

19.23 

12.25 

1973-74 

15.79 

13.75 

29.56 

23.83 

15.23 

10.16 

22.75 

26.32 

1974-75 

16.69 

26.23 

19.23 

19.26 

20.76 

13.56 

27.75 

23.36 

1975-76 

17.27 

15.28 

— 

— 


— 

19.92 

19.81 

1976-77 

19.52 

15.38 

— 

— 

— 

— 


— 

1977-78 

16.75 

15.85 

19.07 

9.85 

22.51 

19.69 

5.07 

23.73 

1978-79 

12.98 

19.72 

13.31 

15.41 

20.13 

17.76 

13.41 


1979-80 

18.32 

19.88 

11.33 

16.71 

12.00 

14.81 

22.51 

22.59 

1980-81 

18.86 

16.22 

9.40 

33.11 

13.09 

28.41 

32.21 

22.21 

1982 83 

25.05 

19.35 

16.17 

42.59 

23.13 

16.45 

31.09 

17.09 

1983-84 

26.18 

19.67 

20.67 

— 

23.28 

23.34 

15.78 

15.75 

1984-85 

20.35 

20.99 

15.49 

23.84 

19.24 

32.28 

19.72 

10.71 


Tahi.f 8B: Coi rri'Ti ni or Variai ion oi Money Wage Rates (Malf Aoriculiurai Labourers) 

IN Indian Statfs 

(Per cent) 


Year 


S(ate.s 



MP 

(36) 

MR 

(4) 

Orissa 

(10) 

Punjab 

(9) 

Rajasthan 

(10) 

Tamil 

Nadu 

(10) 

UP 

(8) 

WB 

(10) 

1970-71 

23.09 

18.17 

17.51 

10.04 

27.86 

27.48 

24.05 

12.23 

1971-72 

21.06 

12.32 

17.58 

7.14 

32.60 

25.61 

26.49 

21.70 

1973-74 

21.39 

18.67 

13.69 

18.40 

34.07 

26.49 

27.66 

20.33 

1974-75 

19.58 

— 

14.89 

18.01 

33.72 

18.58 

25.39 

14.92 

1975-76 

21.19 

10.47 

14.18 

14.09 

— 

21.94 

37.62 

14.24 

1976-77 

17.88 

11.23 

9.81 

13.99 

— 

25.32 

28.59 

10.64 

1977-78 

17,07 

11.72 

8.93 

19.05 

43.60 

29.19 

23.45 

14.03 

1978-79 

21.52 

__ 

8.36 

17.19 

32.13 

30.17 

.25.44 

11.03 

1979-80 

20.40 

— 

12.60 

15.55 

38.96 

29.56 

— 

16.36 

1980-81 

20.57 

— 

14.29 

12.71 

41.24 

33.48 

— 

15.49 

1982-83 

22.42 

9.48 

23.28 

10.90 

33.78 

34.17 

35.37 

13.04 

1983-84 

18.59 


17.81 

11.23 

28.72 

28.73 

30.66 

16.87 

1984-85 

17.44 

6.18 

18.88 

9.29 

30.64 

23.57 

29.25 



Note: The figures in brackets show the number of districts in each state based on which the 
coefficients of variation have been estimated. 
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FROM INDIA’S 
LARGEST 
METHANOL PLANT 


RAMA 

PETROCHEMICALS 


H GH PURITY 
METH ANOL OF 99.9°/c 


Based on the revolutionary '7ero Power” 
concept, eliminating the need for external 
power to the main plant and ensuring 
uninterrupted production at low 
{^erational 

Incorporating the latest low pressure 
technology of Lurgi GmMf of West 
Germany... world leaders in the field. 


Helping the country to become totally self- 
sufficient thus saving foreign eiwhange to 
the tune of approximately Rs. 15-16 crores 
per year in Methanol impon. 

Catering to the requirements of Methanol 
to industrial consumers like drug, 
pesticide, aviation fuel, fertilizers and 
chemical industries to name a few. 



Rama Petrochemicals—Turning India's 

Methanol scarcity into self sufficiency aETROCHIMICAU 


fAeroHVMOntss 

SmaH tthuftOa Until. 

Vilittt Vtthinlli 
PtlUgtngt. Disi Utigti 
Mthtrtthnt 
Ttl. SItorJiS IS lintti 

nmgnmo/Mo 

$Aif$orrwf 

8tl Kthtit Chtmtirt. 

Pom Btg Me. 99»* 

Nttimtn Point. Bomber BOO 021 
Ttl 234182/234123. 
fit 11 2132 3668MIMIM 
CAUl:PAMA£Nm 


LTD. 


higher levd in tevetdstUM In Miharaditn,. 
AMun end Himachal Prade^ however, ’ 
vnges continued to deteriorate or stagnate ■ 
throughout the greater part of the 1970s. 

We idio made an attempt to link the pi^ . 
sent set of index numbers of wage rates of ' 
male workers with the earher one covering 
tte period 1956-57 to 1971-72. The injective 
was to derive a continuous series on real 
wage rates in Indian sutes covering a span 
of nearly 30 years starting from 1956-57. Vfe 
spliced and combined the index numbers in 
Ihble 10 with those of 13 states covered in 
the previous'stiufy. There are of course some 
problems of comparability of data in siic»« 
an exercise. The real wage indices worked 
out with 1956-57 as the base year are given 
in Dtble 12. In what follows we attempt a' 
brief review of these index numbers. 

If we take up the terminal points, teal 
wage rates are found to have increased in 10 
out of 13 states listed in the table. Among 
them in a handful of states such as Andhra, 
Gujarat, Kerala and Uttar Pradesh the 
growth performance has been fairly im¬ 
pressive in that the wage indices increased 
by well over 80 per cent during the interven¬ 
ing years. The largest increase is found to 
have taken place in U.P (130 per cent) follow¬ 
ed by Andhra (102 per cent) and then Kerala 
(96 per cent). At this stage before going in¬ 
to the possible reasons underlying the dif¬ 
ferential performance of the states it may, 
however, be noted that UP which recorded 
the largest increase in real wage rates is also 
the one which started from the lowest wage 
level among all the Indian states.'^ During 
the 30-year period Punjab and also Bihar 
recorded an increase of more than 50 per 
cent while in Tamil Nadu, Madhya Pradesh, 
Maharashtra and Orissa real wage increases 
remained in the range of 25 to 45 per cent. 
Between 1956-57 and 1984-85 thice states, 
viz, Assam, Karnataka and West Bengal 
recorded a decline in real wages. In the case 
of the eastern Indian states of Assam and 
West Bengal wage indices consistently re¬ 
mained at less than 1(X) for almost all the 
intervening years. In both these states the 
sharpest fail in real wages took place during 
the year 1974-75 which is one trait they com¬ 
monly share with almost every other state 
in India. 

In fact stagnation or decline in real wages 
during the greater part of our period of 
analysis appears to have been the charac¬ 
teristic feature in a number of Indian states. 
^Mlgc trends observed in the states of Assam, 
Karnataka, Madhya Pradesh, Maharashtra, 
Orissa. Tkmil Nadu. Wbst Bengal and also 
Bihar lead us to such a generalisation. Any 
perceptible improvement in real wages, if at 
all there has been any, came in these states 
only after the mid-1970s. Prior to that was 
almost certainly a prolonged period of 
stagnation or outright decline in real wage 
rates. We also have reason to speculate that 
this trend towards stagnation or decline of 
real wages in agriculture of many a Indian 
state has longer antecedents in the past. 

Deterioration of agricultural wages exten¬ 
ding over a prolonged period of time is not 
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9 n<i(tency'<tifliidi oontprised the yriide cnp';,' 
]^ihrts of the states of HlBnil Haitu, Andheiu^: 
OtfnM, Karhttaloi and Kerala) bring out that 
rael wages of agricultural workers steadily 
iledincdii|.thoae districts between 1875 and- 
1907. lliis was then followed by a long. 
period of wage stagnation which continued 
up to the 1950s.'’ 


Table 9A; CoBmaBNT of Variation of Mtwgy Waoe Rates (I^male Agricultural 

Labourers) in Indian States fPer cmi } 


Ykar 




States 




Andhra 

(19) 

Assam 

(8) 

Bihar 

(7) 

Gujarat 

(H) 

Haryana Himachal Karnataka 
(4) (6) (6) 

Kerala 

1970-71 

20.37 

11.14 


27.91 

49 J8 

40.44 

43.20 

2a30 

1971-72 

18.67 

10.34 

— 

27.01 

45.49 

40.36 

42.93 

12J8 

1973-74 

18.73 

— 

2729 

20.97 


40.12 

4.3.78 

14.96 

1974-75 

21.34 

23.60 

29J18 

18.23 

37.52 

39.99 

42.29 

17.04 

1975-76 

20.04 

18.86 


23.11 

38.07 



18.49 

1976.77- 

24.13 

15.58 


10.81 

35.77 

— 

— 


1977-78 

24.30 

— 

15.17 

3.74 

36.23 

37.77 

40.35 

21.51 

1978-79 

19.56 

I0.% 

14.14 

9.63 

36.11 

37.93 

39..50 

13J6 

1979-80 

22.65 

19.63 


16.17 

3.1.00 

38.12 

38.53 

14.11 

1980-81 

20.20 

25.72 

25.03 

19.88 


35.46 

— 

21.39 

1982-83 

26.30 

23.26 

— 

35.35 

28.18 

.34.51 

35.52 

18.17 

1983-84 

23.56 

32.01 

21.05 

36.16 

23.74 

31.46 

35.82 

9.68 

1984-85 

22.52 

24.93 

16.11 

19.57 

24.50 

27.42 

36.74 

9.06 


a very unuraal pbenoaenoa In the settii^ 
of densely popuitted itgrariaa sodeti^ 

, Historical studies carried out with'Teferaaife 
to qiecific regions of the srir-contineat pbtiit 
to the prevalence of such long speBs of. 
stagnatim ra decline of teal wages in 
agrienhute. Atchi Reddy's [1986] study of the 
different districts of the erstwhile Madras 


Table 9B: CoErncTENT of VARiAfioN of Moni v Wa<!f RArrsfl-FMAib Agricuitwral. 

Labourckm in Indian SiArb.'. ffVr emt} 


Year __§11'!'^. 



MP 

(34) 

MR 

(4) 

Orissa 

(It) 

Punjab 

(7) 

Rajasthan 

(8) 

'Bimil 

Nadu 

(12) 

On ^ 

1= * 

WB 

1970-71 

23.81 

27.50 

16.64 

— 

13.21 

27.48 

29.81 

15.71 

1971-72 

22.97 

12.12 

18.13 

— 

16.16 

24.90 

30.81 

— 

1973-74 

26.66 

21.85 

12.51 

— 

21.36 

27.94 

38.32 

30.31 

1974-75 

27.58 

» 

15.25 

— 

29,47 

27.87 


19X7 

1975-76 

22.37 

18.48 

12.99 

— 

23.39 


35.34 

15.71 

1976-77 

12.56 

12.70 

7.06 


14.95 

— 

36.10 

18.04 

1977-78 

11.^6 

14.25 

12.35 


— 

37.81 

— 

20.81 

1978-79 

11.36 

- 

10.51 

23,15 

17.34 

28.66 

24.19 

16.40 

1979-80 

14.49 

— 

16.31 

27.47 

21.15 

31.50 

24.38 

17.39 

1980-81 

14.02 

— 

15.65 

28.19 

22.61 

32.04 

16.48 

15.02 

1982-83 

26.24 

14.03 

18.17 

15.47 


24.04 

— 

18.87 

1983-84 

20.99 

— 

14.31 

15.46 

25.58 

31.51 

32.00 

18.64 

1984-85 

22.02 

13.32 

18.40 

19.57 

17.79 

37.45 

31.94 



Naie-. 1-igures in brackets give the number of districts in each state which consistently reported 
the wage data based on which the coefficients of variation have been estimated. 

Table tOA: 1 nde,n Numbers or Real Wages of Male Agricultural Labourers 

(1970-71! mlCO) 


Yfear 




States 




Andhra 

Assam 

Bihar 

Gujarat 

Haryana Himachal Karnataka 

Kerala 

1970-71 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1971-72 

95.17 

92.20 

97.08 

104.95 

97.48 

110.34 

mM 

111.09 

1973-74 

82.89 

90.10 

90.85 

79.64 

79.22 

88.21 

90.81 

99.37 

1974-75 

73.54 

78.87 

82.32 

66.07 

74.39 

78.69 

76.18 

82.72 

1975-76 

87.57 

89.65 

114.47 

91.71 

81.08 

92.73 

94.51 

94.44 

1976-77 

97.29 

95.12 

138.95 

124.13 

83.76 

93.27 

115.82 

108.39 

1977-78 

101.27 

98.09 

119S7 

114.22 

91.86 

85.78 

127.87 

111.55 

1978-79 

112.79 

95.46 

119.55 

120.91 

97.09 

97.60 

I3a04 

113.73 

1979-80 

111.82 

90.39 

111.62 

112.16 

92.84 

94,61 

121.78 

119.75 

1980-81 

108.31 

92.48 

106.85 

106.95 

82.95 

10324 

108.70 

131.30 

1982-83 

122.25 

103.10 

117.52 

119.76 

9821 

102.73 

lfi7.97 

135.69 

1983-84 

134.98 

109.36 

123.53 

129.03 

K)3.i2 

406.32 

104.76 

120.91 

1984-85 

145.09 

120.06 

145.90 

131.60 

100,03 

104.91 

103.56 . 

131.37 


Source: Based on Ihble 3 and Consumer Price index Numbers for >^icuhiual Labourers in 
each state as obudned Bom Indian Ubow Journal, Labour Bureau, Chandigarh. 
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A siiiiil«r '^rve^lguion in 

Bangladesh which is.yet another populous 
country in the sub-oontinent by Khan [1984] 
also throws in inunesting information on 
long-term trends in agricultural wages. 
Khan’s study shows that real wages in rice 
uidts are ciuantitativdy lower in Bangladesh 
today than they were during a hundred years 
leading to the late 1930s. At various points 
of time from the 1830s to the 1930s rice 
equivalent of the daily vmges of agricultural 
labourers in Bangladesh ranged between S 
to 6 kgs. Around the 19S0s wages were just 
about 3 kgs. By the 1970s they fell below 2.5 
kgs per day. 

It is not unlikely that identical conditions 
with prolonged spells of stagnation or even 
decline of agricultural wages prevailed in 
many parts of India at least during the first 
half of the present century. This argument 
is advanced on the premise that the above 
period happened to be one of general im¬ 
poverishment in the Indian economy result¬ 
ing from rapid demographic growth along 
with long run stagnation in agricultural out¬ 
put levels."' Coming to the second half of 
the present century this trend of secular 
decline or stagnation in wages appears to 
have been broken in several regions of India 
at least for short periods of time. Spurt in 
agricultural wages did take place in these 
regions which in turn seems to be linked to 
the growth of agricultural output in the 
icspective mgions. The pronounced increases 
in wages which we noticed in .some (larts of 
India from 1956-57 onwards (such as in 
states like Punjab, Uttar Pradesh and An 
dhia which were the forerunners in this 
respect) were also accompanied by signifi¬ 
cant incrca.scs in agricultural output of those 
states. Our review of data also suggests that 
such spurt in real wages has been of a short 
duration and that there is hardly any state 
which managed to maintain sustained in 
crease in wages over a period of three 
decades from the mid-l95Us onwards. 

11 

Farton Influtmcinji; Wugc Trondn 

What possibly led to such discontiniiity 
and thereby to short intervals of wage growth 
were developments on the agricultural from, 
in particular, changes in output and employ¬ 
ment in specific regions of India. We shall 
try to elaborate this argument fiarthci and 
in the process also try to offer some explana¬ 
tion for the variations in the growth of wages 
observed across states ol India. Here we need 
to take a closer look at the trend in agri¬ 
cultural output in relation to the movement 
of real wages in different states of India. 

We take into account the net domestic 
product in agriculture (NDPA) at constant 
prices of each state during the period 
1970-71 to 1984-85 as computed by the Cen¬ 
tral iitaiistieal Organisation. These output 
figures are then converted into index 
numbers with 1970-71 as base and matched 
against indm numbers of real wage rates 
during the corresponding period. For il¬ 
lustrative purposes we shall take the wage 

A-S4 


indiw of male workos only. The indices of 
.wages and agricuhnial output levels pertaih- 
to Mch stateshow a lemarkable associa¬ 
tion in the year to year movement of both 
the indices in a number of states. Sucheor- 
tespondence only lends support to our 
reasoning that the single most important 
vaiiabte Influencing the movornerit of real 
wage rates in any state has been level of 


agrindtural output in Ak nypwilve^nte ft 
is, however, diffleuit atadstii^ly to esUAlish 
the strength of this fetat^nip sinoe the 
time factor implicit in the long-tem growth 
of output and wages tends to compound the 
results of any such tegression analysis. In 
order to circumvent this problem and alt tlu 
same to attempt a comparative assessment 
we first worked out the (semi^garithmic) 


Table lOB: Index Numbers of Real Wages of Male Agricultural Labourers 

O970-7l*‘J00) 


Year 




States 




MP 

MR 

Orissa 

Punjab Rajasthan 

II 

UP 

WB 

1970-71 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1971-72 

99.29 

%.50 

99.49 

98.29 

103.51 

98.71 

100.38 

i04.(n 

1973-74 

88.04 

77.27 

89.75 

83.09 

87.67 

92.80 

84.57 

90.39 

1974-75 

75.02 

64.31 

73.67 

■ 78.82. 

71.35 

74.48 

74.86 

79.41 

1975-76 

100.76 

66.12 

87.68 

90.35 

90i>3 

92.93 

119.99 

98.48 

1976-77 

116.25 

.74.28 

121.36 

99.71 

118.27 

91.52 

126.70 

102.06 

1977-78 

109.90 

77.75 

115.58 

94.95 

114.09 

89.92 

100.22 

110.88 

1978-79 

115.40 

88.19 

119.63 

97.02 

112.23 

100.69 

109.76 

112.05 

1979-80 

103.94 

86.11 

108.60 

92.63 

106.41 

106.82 

103.99 

107.39 

1980-81 

99.32 

78.07 

105.12 

84.98 

105.25 

104.44 

91.54 

103.15 

1982-8.3 

125.43 

91.52 

%.05 

86.15 

119.51 

100.81 

108.22 

92.03 

1983-84 

137.77 

108.40 

120.54 

92.53 

122.75 

98.49 

123.33 

98.21 

1984-85 

144.72 

122.64 

140.62 

97.43 

112.90 

118.46 

131.45 

103.84 


Tabll 11 A: Index Numbers oi Riai 

WaCiES oi 

FEMAI E AGKK I'Ll URAL LABOURERS 

f1970-71= 100) 

Year 




Stales 




Andhra 

Assam 

Bihar 

Ciujarai 

Haryana Himachal Karnataka 

Kerala 

1970-71 

100.00 

100.00 

100.00 

100.00 

100,00 

100.00 

100.00 

100.00 

1971-72 

94.18 

95.14 

95.30 

106.09 

99.65 

97,81 

104.67 

126.21 

197.3-74 

80.05 

97.07 

90.49 

87.91 

76.44 

81.80 

91.45 

106.21 

1974-75 

72.72 

78.25 

85.44 

73.77 

73.00 

75.42 

83.64 

91.13 

1975-76 

94.94 

92.09 

128.57 

106.61 

82.94 

91.56 

104.30 

102.37 

1976-77 

101.44 

103.78 

135.26 

1.34.94 

101.47 

92.49 

141.58 

120.97 

1977-78 

104.98 

105.68 

145.50 

145.57 

98.56 

89.41 

161.96 

128.34 

1978-79 

119.47 

101.18 

136.81 

151.21 

96.37 

91.80 

154.08 

137.17- 

1979-80 

120.21 

95.91 

130.39 

138.53 

109.38 

88.32 

145.71 

137.33 

1980-81 

111.92 

96.14 

117.34 

125.42 

107.84 

90.71 

120.13 

148.36 

1982-83 

124.70 

104.85 

141.09 

128.65 

140.87 

99.98 

120.17 

155.33 

1983-84 

136.82 

112.70 

148.20 

145.27 

137.20 

109.02 

119.22 

136.58 

1984-85 

146.33 

125.43 

165.48 

155.81 

129.94 

110.92 

122.91 

157.70 


Taui r II B: Index Numbers of Rfai. Wage.s of Female Agricultural Labourers 

097a-7i=im 


Vfear 




States 




MP 

MR 

Orissa 

Punjab 

Rajasthan 

IBmil 

Nadu 

UP 

WB 

1970-71 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1971-72 

97.63 

92.06 

98,85 

125.42 

100.82 

99.64 

94.77 

117.41 

1973-74 

79.78 

76.85 

95.63 

95.78 

72.13 

93.71 

85.92 

106.16 

1974-75 

74.60 

65.72 

81.60 

87.18 

71.21 

71.20 

78.01 

99.78 

1975-76 

104.42 

67.54 

118.36 

92.63 

119.01 

95.05 

105.12 

119.09 

1976-77 

145.16 

81.07 

166.18 

0.00 

159.83 

97.95 

125.58 

137.09 

1977-78 

136.62 

88.91 

156.34 

0.00 

135.31 

113.36 

95.11 

156.11 

1978-79 

140.69 

98.56 

157.01 

132.88 

145.87 

119.66 

107.09 

144.72 

1979-80 

123.84 

95.10 

125.71 

132.41 

135.64 

144.49 

106.65 

141.42 

1980-81 

119.41 

84.90 

124.50 

120.50 

113.18 

110.91 

■ 90.74 

135.66 

1982-83 

144.43 

95.84 

109.91 

132.48 

129.10 

120.36 

125.92 

132.78 

1983-84 

156.87 

114.10 

136.85 

137.29 

139.62 

110.62 

139.52 

142.32 

«)84.85 

168.25 

121.58 

148.14 

125.51 

133.85 

121.25 

145.12 

140.08 


Sburtv; Baited on Ihble 4 and Consumer Price Index Numbers for Agricultural Labourers in 
each Slate as obtained from Mian Labour Journal, Labour Bureau, Chandigarh. 
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growth rates of agricultural output and teal 
wage rates in each state during the period 
1970-71 to 1984-85. These rates of growth 
are presented in Ihble 13. 

As many as nine states (Gujarat, Orissa, 
Rajasthan, Uttar Pradesh. Assam, Kar- 
nauka, Haryana, Himachal Pradesh and 
West Bengal) seem to fit into a pattern sug¬ 
gesting a positive rdationship between the 
growth of agricultural output and wages. 
Relatively higher rates of growth of wages 
observed in the states of Gujarat, Orissa and 
Rajasthan occur along with higher rates of 
growth of output. Likewise lower rates of 
growth of wages in West Bengal. Himachal 
and Karnataka are associated with cor¬ 
respondingly lower rates of growth of out¬ 
put. There are some six to seven states which 
do not, however, fit into the general pattern 
discussed above. These are Andhra, Madhya 
Pradesh, Bihar, Maharashtra, Kerala, 'I'amil 
Nadu and Punjab. These are intetesting case 
studies which need to be examined separately. 

All the states listed above except 
Maharashtra and Punjab arc the ones which 
demonstrated proportionately larger in¬ 
creases in wages in relation to those of out¬ 
put levels. We shall set aside the cases of An¬ 
dhra, Madhya PradeSh and Bihar, for these 
are states wherein growth of wages has 
nonetheless been accompanied by some im 
provement of agricultural output, liirge in- 
crea.se in agricultural wages being stimulated 
by growth of output is plausible in these 
states in view of the fact that the absolute 
level of money wages still continue to be low 
among them. 

Maharashtra on the other hand is one 
.state where a significantly high rate of in¬ 
crease in output failed to generate a cor¬ 
responding increase in agricultural wages. In 
fact any increase in wages over the base year 
level came only in 1983-84. The rise in wages 
which started showing up after wage indices 
reached rock bottom level in 1974-75 was, 
however, accompanied by sizeable increases 
in agricultural output. In addition to the 
growth of agricultural output, we also need 
to take into account the possible impact of 
the various governmental interventions for 
rural employment promotion within the 
state in stabilising if not enhancing rural 
wage levels. It has been pointed out that the 
persistence of government programmes such 
as the Rural Employment Guarantee 
Schemes introduced into the state since the 
mid-1970s has been a prominent factor ex¬ 
erting an upward influence on rural wages 
in Maharashtra [Acharya and I'awalkai 
1988a and t988b]. It also remains to be 
investigated whether and how tar the signi- 
ficamly large investments under the National 
Rural Employment Programme (NREP) and 
the Rural landless Employment Guarantee 
Programme (RLEOP) have contributed to 
the increase in real wages observed in the 
other populous .states of Bihar. Madhya 
Pradesh and Tamil Nadu. 

The performance of wages in Tamil Nadu 
against heavily unfavourable circumstances 


Table I2A: Index Numbebs of Real Wage Rates of Mai.e Auricultural Labourers , 

f/Md-57 » my 


Tfear 




States 




Andhra 

Assam 

Bihar 

Gujarat 

Karnataka 

Kerala 

MP 

1956-57 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1957-58 






.... 


1958-59 

119.20 

88.70 

98.33 

109.52 

111.51 

102.60 

103.70 

1959-60 

111.20 

96.23 

97.50 

136.73 

113.67 

106.49 

125.40 

1960-61 


_ 



.... 

... 


1961-62 

124.00 

94.98 

100.00 

117.01 

114.39 

118.18 

118.80 

1962-63 

121.60 

86.61 

94.17 

115.65 

110.79 

136.36 

113.20 

1963-64 

— 

— 



— 



1964-65 

116.00 

73.64 

89.17 

102.04 

97.84 

120.78 

93.40 

1965-66 

112.00 

77,82 

88.33 

103.40 

74.10 

122.73 

91.50 

1966-67 

109.60 

66.53 


101.36 

72.66 

134.42 

81.10 

1967-68 

120.80 

— 

— 

108.84 

74.10 

154.55 

— 

1968-69 

118.40 

71.97 

104.17 

110.88 

76.26 

145.45 

92.40 

l%9-70 

120.80 

82.85 

— 

106.80 


143.51 

92.45 

1970-7] 

139.20 

80.75 

106.67 

120.41 

89.21 

148.70 

99.00 

1971-72 

132.47 

74.45 

103.55 

126.37 

92.30 

165.18 

98.30 

1972-73 


— 

— 

- 



— 

1973-74 

115.38 

72.75 

96.91 

95.89 

81.01 

147.77 

87.20 

1974-75 

102.36 

63.69 

87.81 

79.55 

67.95 

123.01 

74..30 

1975-76 

121.89 

72..39 

122.10 

110.42 

84.,3| 

140.44 

99.80 

1976-77 

135.43 

76.82 

148.21 

149.46 

103.32 

161.17 

115.10 

1977-78 

140.97 

79.21 

127.54 

137.54 

114.07 

165.87 

108.80 

1978-79 

157.00 

77.09 

127.52 

145,58 

116.1X1 

169.12 

114.30 

1979-80 

155.65 

72.99 

119.06 

135.05 

108.64 

178.06 

102.90 

1980-81 

150.76 

74.68 

113.97 

128.77 

96.97 

195.24 

98.30 

1981-82 

— 

— 




— 


1982-83 

170.17 

83.26 

125.36 

144.20 

96.32 

201.77 

124.20 

1983-84 

187,89 

88.31 

131.77 

155..38 

93.46 

179.79 

136.40 

1984-85 

201.97 

%.95 

155.63 

182.53 

92.38 

195.65 

I43..30 


Table 12B: Index Numbers m Rem 

War 

Maharashtra Orissa 

Wa(.I' Raiisoi Mail Aurii 

Slates 

Puiiiub Tamil Nadu 

iii.iuKAi Labourers 
( 1956-57 = 100 } 

UP West Bengal 

1956-57 

100.00 

I(X).IX) 

KXl.tK) 

lOO.IX) 

lOO.tX) 

100.00 

1957-58 

— 

— 


-- 

— 


1958-.59 

99,25 

98.10 

101.11 

97,04 

113.92 

92.02 

1959-60 

87.31 

91.43 

106.11 

95 56 

121.52. 

%.32 

1960-61 


- 



— 

— 

1961-62 

114.18 

119.05 

120.52 

94.07 

143.04 

108.59 

l%2-63 

106.72 

115.24 

121.40 

105.19 

144.30 

89.57 

1963-64 

— 

— 


-- 



1964-65 

93.28 

127.62 

103.06 

99.26 

110.13 

94.48 

l%S-66 

89.55 

109.52 

t.tl.tX) 

97.04 

135.44 

90.80 

1966-67 

97.76 

104.76 

102.18 

88.89 

120.25 

89.57 

1967-68 

11X1.75 

SO.tXI 

117.47 

97.04 

121.52 

79.14 

1968-69 

107.46 

— 

141.48 

100.74 

164.56 

87.73 

1969-70 

115.67 

— 

153.28 

96.30 

155.70 

93.25 

1970-71 

108.21 

95.24 

155.02 

108.89 

174.68 

88.96 

1971-72 

l(M.42 

94.76 

152.37 

107.48 

175.35 

92.58 

1972-73 


- 

-- 

— 

— 


1973-74 

83.62 

85.48 

128.81 

101.04 

147.74 

80.40 

1974-75 

69.59 

70.16 

122.19 

81.10 

130,76 

70.64 

1975-76 

71.55 

83.50 

140.05 

101,19 

209.60 

87.61 

1976-77 

80.38 

115.58 

154.57 

99 66 

221.33 

90.79 

1977-78 

84.13 

110.08 

147.19 

97.91 

175.08 

98.64 

1978-79 

95.43 

113.93 

150.40 

109.64 

191.73 

99.68 

1979-80 

93.18 

103.43 

143.59 

116.32 

181.64 

95.53 

1980-81 

84.48 

100.11 

131.74 

11.3.73 

159.91 

91.76 

1981-82 

— 

— 

— 

— 

— 

— 

1982-83 

99.04 

91.48 

133.55 

109.77 

189.04 

81.86 

1983-84 

117.30 

114.80 

143.44 

107.25 

215.43 

87.36 

1984-85 

132.71 

133.92 

151.04 

128.99 

229.63 

92.37 


Source: Table 10 and also Table I in A V Jose (1974]. 
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looks like an exceptional case. During the 
period under review IkmU Nadu was charac¬ 
terised by a highly unstable agriculture with 
wide fluctuations and an eventual decline in 
output levels. During a greater part of this 
period real wage indices in the state moved 
in the neighbourhood of 100 and a small im¬ 
provement came about only in 1984-85. It 
is not unlikely that such wage increases in 
sofaras they take place are part of the ad¬ 
justment processes at work in agrarian 
societies which eventually safeguard the sub¬ 
sistence income of the agricultural wage 
labour households. Earlier we noted that 
Tamil Nadu is one of the states in India with 
the highest incidence of casual wage labour 
in rural areas. Furthermore, absolute levels 
of money wages in Tamil Nadu have all 
along been among the lowest in Indian states 
(see Ihble 3 and 4). In such circumstances 
declining agricultural output and therefore 
declining rural employment can precipitate 
a situation where wage increments would 
become inevitable in order to prevent any 
further fall in the subsi.stence income of 
wage labour households. This hypothesis, 
however, remains to be verified with more 
rigorous empirical evidence. 

Contrary to the ca.se of Tamil Nadu 
money wage levels in Kerala have always 
been ahead of those in most other states. 
These wage rates, we also noted, were link¬ 
ed to the relatively higher levels of produa 
per worker in agriculture of the .state. The 
fact that the real wage rates in the state have 
tended to increase without there being any 
corresponding increase in agricultural out¬ 
put levels also remains to be explained. It 
has, however, been argued that in the specific 
context of Kerala factors .such as the higher 
literacy rate and the increased politicisation 
of the rural poor, the presence of trade 
unions with a long history of organised 
bargaining for improved terms and condi¬ 
tions of wage employment in agriculture and 
above ail the frequent regulatory interven¬ 
tions of the state government in order to 
streamline the functioning of rural labour 
markets have all together decisively influenc¬ 
ed the upward movement of real wage rates 
in the state.*’ The last mentioned factor 
i e, the role of affirmative action by the 
government needs special emphasis. For one 
thing such positive interventions more often 
came in from governments with professed 
sympathies to the poor. The main thrust of 
these interventions were two-fold. First to 
bring about periodic revision of the mini¬ 
mum wage rates in agriculture and .secondly 
to ensure their payment through setting up 
an elaborate administrative machinery under 
the labour department of the state. 

Finally, the case of Punjab which after 
having recorded one of the highest rates of 
growth of agricultural output among the 
Indian states shows stagnancy and even a 
marginal decline in real wages during the 
corresponding period. This arouses some 
curiosity because during the period from 
mid-l9S0s up to the 1970$ Punjab (which at 
that time also included the state of Haryana) 
recorded the fastest growth in agricultural 


wages. During the subsequent period t^ile 
real wages declined in Punjab they tended 
to stagnate in Haryana as can be r^ from 
the index numbers in Ihble 10. In Haryana 
the stagnation in wages can at least partly 
be attributed to the comparatively lower rate 
of growth of agricultural output in the state 
during the corresponding period. Punjab 
nonetheless stands out as a unique case. This 
phenomenon may be explained in relation 
to two developments currently bang mani¬ 
fested in Punjab as well as in other, agricul¬ 
turally prosperous regions of India. First is 
the circular migration of agricultural labour 
into the region and secondly technological 
changes in recent times leading to displace¬ 
ment and thereby declining absorption of 
labour in agriculture. 

Regarding the first there is a good deal of 
literature now available which point out that 
Punjab (and also Haryana) since the advent 
of the ‘green revolution’ have continued to 
draw large hordes of migrant labour from 
the nei^bouring states of Uttar Pradesh and 
Bihar in order to meet the enhanced seasonal 
requirements of labour [Oberoi and Singh 
1980; Mukhopadhyay 1987; Nayyar 1988 
and also Bharadwaj 1988). In spite of the 
stagnation of real wages during the 1970s, 
Punjab and Haryana continue to offer the 
highest ab.sotuie level of money wages 
among all the Indian .states. The wage dif¬ 
ferentials of these states in relation to others 
have also tended to decline over time. For 
instance in 1984-85 the ratio of male wage 
rate ill Punjab to that of Orissa which is one 
of the low wage states was ZI5. The cor¬ 
responding ratio during 1970-71 was 2.97. 

Migrant labour flocking into Punjab 
seems to have specially affected the wages 
of male workers in relation to those of 
female workers. That the real wage rates of 
female workers tended to grow in Punjab in 
spite of migration remains an interesting 
issue for investigation. It may also be noted 
that migrant labour into Punjab consists 
almost entirely of male workers. A study by 
Oberoi and Singh [1980J found that in 1977 
as many as 96 per cent of the in-migrants 
surveyed the rural areas of Punjab were male 
workers. It is quite possible that in Punjab 
a tendency to sub.stitute female labour in 
place of male has gained ground in recent 
limes. The wage differential between male 
and female workers of Punjab also declined 
during the period 1978-79 lo 1983-84 (see 
Table 5). Such decline taking place in recent 
limes can also be observed in the context of 
Haryana. 

The second line of argument linking 
wages to lechnoiogical changes in agriculture 
is equally persuasive. The pace of farm 
mechanisation in India during the preceding 
one or two decades lias been quite hectic in 
some of the agriculturally dynamic regions 
such as Punjab, Haryana and western Uttar 
Pradesh. For instance between 1%6 and 
1977 the number of tour wheeled tractors 
III Punjab increased from I0,6(K) to 67.700 
and in Haryana from 4,800 to 30,400. In 
1977 the three states of Punjab, Haryana and 
UP together accounted for more than 60 per 


cent of the total farm tractors in India." 
Farm mechanisation in these states tiso im¬ 
plies that the use of a varwty of capital in¬ 
tensive equipment such as tiOers, [nimp sets, 
threshers, and also chemical inputs If^ve 
been rapidly gaining ground in recent times. 
The inevitable outcome has been a pro¬ 
nounced deidine in the quantum of employ¬ 
ment per unit of cropped land in the regions 
[Blyn, 1983]. Studies ^ Wdyanathan [t9M] 
and Bhaila [1987] also point out that the 
combined effect of tecimoioipcal changes 
and area expansion during the preceding one 
decade has been that labour i^sorption re¬ 
mained stagnant or even declined in absolute 
terms in several of the technologically 
dynamic states. Kialie argues that: 
in India for those crops and those states 
where the green revolution came early, the 
usual initial response was a sustained increase 
in labour use per hectare. This trend 
characteristically peaked in the mid-seventies 
or shortly afterwards and subsequent in¬ 
creases in yield were associated with declines 
in per hectare labour absorption (p 540). 
in this respect Punjab, Haryana and UP 
are identified as states which have clearly 
shifted over to labour saving technologies.'*' 
The study also argues that rising real wage 
rates of agricultural labourers in Haryana 
and Punjab may have tilted the scale in 
favour of labour saving technology during 
the early and mid-1970s. 

In the context of Punjab and Haryana it 
was probably the cumulative effect of the 
two fketors discussed above, i e; in-migration 
of labour and technological changes which 
contributed to the decline in real wages 
noted during the 1970!. The latter factor 
alone could not have brought about a 
Tabi.I: 13: Rates or Growth of NDP in 
A cRicumiRE AT Const Prices and of 
Real Waoe Rates in Agriculture for 
Indian States between 1970-71 and 1984-85 


Percentage Rates 
of Growth 



NDPAC 

RW-Male 

Andhra Pradesh 

2.13* 

3.44* 

Assam 

2.44* 

1.43** 

Bihar 

1,03** 

2.41* 

Gujarat 

3.83* 

3,23* ■ 

Haryana 

2.87* 

0.85 

Himachal Pradesh 

1.89* 

0.71 

Karnataka 

2.48* 

1.14 

Kerala 

-0.05 

Z42* 

Madhya Pradesh 

1.47*** 

Z94* 

Maharashtra 

4.21'* 

1.74*** 

Orissa 

3.12* 

2.18** 

Punjab 

3.97* - 

0.01 

Rajasthan 

3.51* 

1.96** 

Tamil Nadu 

-1.35*** 

1.23*** 

Uttar Pradesh 

2.79* 

1.82*** 

West Bengal 

2.54* 

0.40 


Notr. Abbreviations are NDPAC—Net 
Domestic Product in Agriculture at 
Constant Prices: RW—Real Wages; 
•, *• and *** indicate t values of co¬ 
efficients significant at 99, 97.5 and 
95 per cem levels respectively. 

Source: Based on figures in Table 10 and 
Governmctii of India (1987). 
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pejceptible decline ia wages as it happened 
in these states. Such a generali^tion we ar¬ 
rive at if we take a look at agricultural wage 

trends in an identical dime—ri^t aciDSs the 

border-—in Pakistan during thec^rrespon- 
ding period. The relevant figures are furnish¬ 
ed in 'Okble 14. 

First we spell out the rationale for such 
a chinparative assessment. Compared to the 
north western states of India, Pakistan is 
marked by an even lower proportion of wage 
labourers in the total agricultural workforce 
of the.country." Secondly Pakistan is also 
known to have attained rapid strides in farm 
mechanisation during the 1960s and the 
1970s.*' There is, however, one notable dif¬ 
ference. While there was extensive in- 
migration of labour into the north western 
states of India, Pakistan during the 1970s 
faced large scale out-migration of labour 
into the Middle East which resulted in a 
sizeable reduction of the domestic labour 
supply within agriculture. The Middle East 
exodus reached its peak in 1981 since when 
there has been a dra.stic reduction in the out¬ 
flow of migrant workers.** 

Against the background of these obser¬ 
vations we take a look at the wage trends 
quoted in Thbl? 15. The money wage rales 
of male casual workers, the consumer price 
index numbers and the indices of real wage 
rates between 1970 and 1985 are given in 
columns 2-4 of the table. There has been a 
sizeable increase of real wages in Pakistan 
during the 1970s. By 1981 wage indices 
registered an increase of more than 90 per 
cent. This growth was not, however, sustain- 


Table 14: Agriculturai. Wages in 
Pakistan-Daii.y Wages oe Male 
Casual Workers, 1964-1984 


Tbar 

MW Rate CP Ind NoRWlnd No 
(Rupces/D)(1970= 100) (1970 -100! 

(1) 

(2) 

(3) 

(4) 

1970 

3.00 

100.00 

100.00 

1971 

3.15 

104.70 

100.29 

1972 

3.30 

105.20 

104.56 

1973 

5.75 

126.90 

151.04 

1974 

7.88 

164.00 

160.16 

1975 

7.53 

198.20 

126.64 

1976 

7.69 

212.40 

1^.68 

1977 

9.06 

233.90 

129.12 

1978 

10.00 

249.60 

133.55 

1979 

11.31 

273.10 

138.04 

1980 

13.30 

305.10 

145.31 

1981 

19.53 

341.40 

190.69 

1982 

20.20 

361.60 

186.21 

1983 

20.28 

388.40 

174.05 

1984 

21.93 

416.20 

175.64 

1985 

23.99 

444.90 

179.74 


Sole. The daily wage rates also include the 
money value of payments made in 
kind. 

Source. tMtge dau for the years 1983 to 1985 
correspond to the agricultural years 
and have been obtairwd from Pakistan 
Economic Survey, 1986. Wage data as 
well as consumer price index numbers 
for all other years are from ILO's Year 
Book of Labour Statistics (various 
issues). 


ed during the subsequent y^rs as there was 
a gradual decline in real wages between 1981 
and 1985. This was poesibly the outcome of 
improvements in the domestic supply of 
labour further to the onset of return migra¬ 
tion from the Middle East. 

For the purpose of our analysis the im¬ 
portant obsrivation which emerges from this 
digression into the Pakistan situation is that 
technological changes in agriculture so long 
as th^ take place in the context of labour 
scarcity can exert a positive influence on 
agricultural wages. Such an observation has 
somewhat different implications in the 
Indian context. In most Indian states we 
notice a surfeit of wage labour within the 
agricultural sector. In such a situation 
. technological changes in agriculture even 
without there being any sizeable in-migration 
of labour into the agriculturally dynamic 
regions of the country are likely to have 
adverse clTccts on the wage earnings in-those 
regions. Essentially the Punjab experience 
seems to set an upper limit to any possible 
increase in wages that can come about in the 
agriculturally upbeat regions of India. By 
way of concluding this note we would like 
to point out that the prospects for a sustain¬ 
ed increase in agricultural wage.s of these 
regions also look quite remote. In other 
regions of India, as they gradually adopt the 
‘new technology package’, agricultural wages 
are liable to come under severe downward 
pressure. To stretch the argument further, 
agricultural wage increases insofar as they 
are currently taking place in some regions 
of India might turn out to be a short lived 
phenomenon. 

Notes 

[This study was prepared lor the llO-Asian 
Employment Programme. The author thanks 
V N Mishra who generously provided the 
published data on wages used in this study and 
A Vaidyanathan, Chaiidan Mukherjee. 
T S Papola, Ookul Parthasarathy, Gerry 
Rodgers, Gus Edgren and Rashid Amjad for 
discussions and comments at various stages in 
the preparation of this paper. Responsibility for 
the views expressed as welt as the errors and 
omissions which remain rest solely with the 
author.] 

1 Mention may be made in this context of 
several studies which tried to document 
agriculturai wage trends in selected Indian 
states or regions during the period from 
1970-71 onwards (Partha.sarathy, 1987; 
Grover et al, 1986; Jose, 1984a and 1984b; 
and Acharya and Pawalkar, 1988a). By and 
large the findings of the present stud> ate 
in agreement with those of the above, 
though there are some differences in the 
methodology adopted. The methodological 
differences will be dealt with in the course 
of our discussion. 

2 In the earlier study average wage estimates 
for Punjab also included those of Haryana. 
The two states were bifurcated in the 
mid-1960s. 

3 During the I970<i the states of Assam, Gu¬ 
jarat, Himachal Pradesh, Kerala and Orissa 
reported average wage rates for fleld labour 
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operations. A shift towards the practice of 
reporting operation specific wages came in 
Kerala during 1973-74, In Orissa during 
1980-81 and in Assam, Gujarat, and 
Himachal Pradesh during 1982-83. 

4 The method originally used by Krishnaji 
[1971] was adopted in view of the fact that 
seasonal variations in wage rates were found 
to be minimal in most states. See A V Jose 
(1974], also in Krishnaji (1971) and V M Rao, 
[1972]. In the •present study on the other 
hand, wage rates for all the months of the 
year in sofaras they are available have been 
averaged to derive the yearly wage rates for 
each district. 

5 The Agriciiliural Labourers Consumer Price 
Index Numbers for various states ate 
published every month in the /ndian Labour 
Journal of the labour Bureau, Chandigarh. 

6 This however needs to be view^ against the 
fact that the overall labour force participa¬ 
tion rates among women as main workers 
for the whole of India is nearly half the 
corresponding rate for men. 

7 Fbr agricultural workforce we included both 
the cultivators as well as the agricultural 
labour force as given in the census estimates. 
The yearly estimates of the agricultural 
workforce in each state during the years 
1970-71 to 1984-85 were derived from 
figures obtained from the Census of 1971 
and 1981 [source: The Statistical Abstract 
of India, I98S|. The compound rates of 
growth of agricultural workers between 1971 
and 1981 were u.sed to work out estimates 
of the workforce for the intervening years. 
In the case of Assam state, where census 
operations were not carried out during 1981. 
the all India average rate of growth of the 
agricultural workforce was used as a proxy. 

8 Income from wage employment being the 
principal component of the sub.sistence in¬ 
come of rural labour households, agricul¬ 
tural wage rates as such could be considered 
as the nearest approximation to what may 
be called the opportunity cost of rural 
labour in every state. We could foresee a 
variety of factors which go into the deter¬ 
mination of this opportunity cost. Promi¬ 
nent among them we can identify such 
variables as the quantum of agricultural 
employment available in every state and also 
the access to the satisfaction of basic needs 
like food and clothing, housing, health and 
education rendered possible through the 
medium of redi.stributive transfers. As for 
the relative influence of the above factors 
in the determination of agricultural wages 
in various states of India, we shall take them 
for detailed review in a separate study. 

9 This apparent trend towards convergence of 
agricultural wage rates was first noted by 
Krishnaji who al that time also predicted 
that this trend would continue eventually 
bringing about greater uniformity in money 
wages across states of India. See N Krishnaji 
[1971]. 

10 Probably this has more to do with the fact 
that in Maharashtra we restriaed the data 
analysis to only 4 districts of the state which 
furnished agricultural wage data for all the 
years referred to in the table. 

11 See in particular Table 2 in A V Jose [1974], 

12 The year 1974-75 brought severe drought 
conditions and consequent fall in agricul- 
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tuml output level* in most states of India. 
Further, there was a sharp increase in the 
prihet of foodgrains leading to dlspropor- 
tionate increase in the Consumer Price 
Index Numbers for Agricultural Labourers 
in these states. See Nirmal Chandra |l9g2]. 

13 in the earlier series wage rates chosen were 
the peak seasonal wages while in the pre¬ 
sent series they are the annual average rates. 
It is also the case that wage series for Pun¬ 
jab until 1970-71 are of the undivided .state 
which also included the present state of 
Haryaila. Barring these methodological 
problems the wage data from the two 
sources are largely comparable and give a 
continuous series of real wage rates. 

14 In UP during 1956-57 the average wage rate 
of male agricultural labourers was Re 0.80 
while the cortespcmdlng wage rate in Puttjab 
was Rs 2.27. In \Mest Bengal and Bihar the 
wage rates were Rs 1.63 and Rs 1.19 respec¬ 
tively. .See Table 1 in A V Jose |1974]. 

15 Reddy's study also throws light on several 
intetesiing developments affecting the terms 
and conditions of wage employment of 
categories of agricultural labour force such 
as the annual farm servants and casual wage 
workers. One notable aspect the study 
brings out is that from around 1900 on¬ 
wards the relative position of female 
workers improved quite considerably and 
the gap between male and female wage rates 
narrowed down over time. 

16 See Nirmal Chandra 11982|. Chandra also 
examines the available empirical evidence 
in support of the argument that there was 
a possible decline of agricultural wages in 
India from 1900 onwards. 

17 The literature pertaining to this argument 
is quite vast and varied. See for instance 
Oommen (1975], Alexander (1973], Paulini 
(1979], Jose (1977 and 1980]. 

18 Quantitative estimates of the various farm 
equipment used in the Indian states can be 
obtained from government of India. 
Statistical Abstract (various issues). 

19 IKenniai average estimates of employment 
in different states of India pertaining to two 
points of time, viz, 1971-72 to 1973-74 and 
1981-82 to 1983-84 are quoted in Bharadwaj 
(1988], Ihble D IV 3. B«ween the two trien- 
nia labour absorption in Punjab for all the 
crops declined from 71 mandays per hec-> 
tare to 65 man days. In Haryana the cor¬ 
responding decline was from 57 to 55 man- 
dajn per hectare. The study by Bhalla [1987] 
also points out that given the pace of 
ongoing technological changes total agricul¬ 
tural employment would possible go down 
at least in six’lpdian states. These states are 
Rajasthan, Punjab, Uttar Pradesh, Haryana, 
Madhya Pradesh and Ikmil Nadu. 

20 According to the Census of 1981 wage 
earners accounted for only 7.5 per cent of 
the total agricultural workers in Pakistan. 
See llible I in Jase |t984c]. 

21 For instance between 1965 and 1979 the 
number of four wheeled tractors in Pakistan 
increased from 3,600 to 76,0QU and the 
number of energised pump sets from 
1,08,600 to 1,78,500. See Asian Productivity 
Organisation (1983). 

22 The total out-flow of contract migrant 
workers from hkistan in 1981 was 1,51,800. 
By 1985 this number came down to 87,500. 
See IIjO-ARTEP (1987], Table 7.1. 
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Agricultural Labourei^ in Rural Labour 
Households, 1956-57 to 1977-78 

Changes in Employment, Wages and Incomes 

Jeemol Unni 

This paper discusses trends in employment, wage earnings and incomes of agricultural labourers in rural labour 
households during 1956-57 to 1977-78 at the all-India level and for the 14 major states of the country. The discussion 
on the trends in the economic condition,of agricultural labour households is placed in the context of the debate 
on the changes in the conditions of agricultural labourers. Another related concern is how the Worker-Population 
Ratios (WPR) of these labour households are affected by the large increase in the percentage of agricultural labour 
households and the changing economic conditions of these households over the period. In other words, is the 
entry of women into the workforce irfluenced by the changing economic position of these households? 


AGRICULTURAL labourers constitute a 
lai;^ section of the rural population in 
India. A sizeable proportion of the female 
workers, 31 per cent in 1983, in rural areas 
in India worked as casual workers in 
agriculture They are drawn from the socially 
and economically backward classes and con¬ 
stitute the poorest section of the rural hierar¬ 
chy. They are also a less articulate section 
of the workers mainly due to lack of 
organi-sation and low levels of education. 
There has been a large increase in the 
number and proportion of agricultural 
labourers in the rural work force and of 
agricultural labour hou.seholds among rural 
households. The percentage of agricultural 
labour households among all ruial house¬ 
holds for the country as a whole increased 
from 22 in 1964-65 to 31 in 1983. 

This paper provides a description of the 
trenos in employment, wage earnings and in¬ 
comes of agricultural labourers in rural 
labour households during 1956-57 to 
1977-78 at the all-India level and for the 14 
major states of the country. The discussion 
on the trends in the economic condition of 
rgricultural labour households is placed in- 
the context of the debate on the changes in 
the conditions of agricultural labourers. 
Anolhei related concein Ls how the Workcr- 
POpulation Ratios (WPR) of these labour 
households arc affected by the large increase 
in the percentage of agricultural labour 
households and the changing economic con¬ 
ditions of these households over the period. 
In other words, is the entry of women into 
the work force influenced by the changing 
economic position of these household.^. Data 
from the second Agricultural Labour En¬ 
quiry (ALE) 1956-57' and subsequent 
'Rural Labour Enquiries (RLE) of 1963-65, 
1974-75 and 1977-78 are used in the analysis. 

This paper is divided into the following 
sections. Section 1 summarises the debate on 
the changing economic condition of agricul¬ 
tural labourers. The second section discusses 
the changes in the empioymeru situation of 
agricultural labourers in terms of earner- 
population ratios (EPR) and days of 
employment available in agriculture. The 


employment situation alone, however, does 
not give a complete picture of the position 
of these households. The average daily 
money and real wage earnings together with 
the days of employment in a year per worker 
determine the annual money and real wage 
incomes of the agricultural labourers. In the 
third .section changes in the average daily 
wage earnings, annual wage earnings and 
total household incomes, in both money and 
real tcrni.s, over the period of study are 
discussed. And finally, the conclusions 
emerging out of the discu.ssionare summaris¬ 
ed in the la.st .section. 

I 

Dt'bak* on Chan/gea in Economic 
Condition of Agricultural 
labourers 

In the seventies there was an interesting 
discussion on whether the conditions of 
agricultural labourers, in terms of real wage 
rates and incomes had improved or deterio¬ 
rated with the advent of the green revolu¬ 
tion. It started with Bardhan (1970) who 
used Agricultural Labour Enquiry (ALE) 
data for 1956-57 and 1964-65, and later the 
1970-71 NSS data (Bardhan, 1973), to argue 
that male real wage rate in Punjab and 
western Uttar Pradesh had declined while it 
had risen in Kerala. This was in spite of 
larger importance of landless people in the 
latter states and was perhaps due to peasant 
organisations. 

Krishnaji (1971) and Jose (1974) used 
Agricultural Wages in India (AWI) data to 
make inter-state comparis jns and conclud¬ 
ed that agricultural wages are poorly ad¬ 
justed to and lag behind the rise in the cost 
of living. There was considerable regional 
disparity which was accentuated by the green 
revolution. 

Deepak Lai (1976) was the major expo¬ 
nent of t* ^ view contradictory to the earlier 
authors, who arrived at their conclusions 
using <1) AWI data which are unreliable com¬ 
pared to the NSS, and (2) used ‘as the ter¬ 
minal year some year in the sixties when 


there was a tremendous upsurge in prices 
and wages lagged behind, ^ides, the green 
revolution had not yet gained momentum to 
warrant such a conclusion. Lai argued that 

(1) wages do operate within the demand- 
supply framework and respond to agricul¬ 
tural growth, and (2) consumption levels of 
rural poor households indicated a reduction 
in the percentage of households below the 
poverty line between 1956-57 and 1970-71 so 
that their condition had improved. 

In his reply, Jose (1978) argued that real 
wage rates alone do not tell us about the real 
earnings of agricultural labourers which are 
dependent on (1) the agricultural wage rates, 

(2) the quantum of employment per year 
available per worker, and (3) the prices of 
wage goods consumed by memben of the 
household. He provided indirect evidence tm 
the decline in employment opportunities to 
agricultural labourers after 1964-65. There 
was an increase in real wage rates, but per 
capita income of agricultural labourers had 
fallen between 1963-64 and 1970-71 in most 
states. Jose stres.sed the need to ascertain 
whether wage incomes had also increased in 
regions where real wages had increased. 
Further, whether the quantum of employ¬ 
ment available increased or at least remain^ 
constant to increase real income of agricul¬ 
tural labourers. Evidently, the relationship 
between agricultural output and income 
levels of agricultural labourers required more 
detailed probing. 

Laxminarayan (1977) also did not agree 
with the view that wages had not increased 
and pointed out a major limitation of the 
earlier studies. He argued that much of the 
discussion on wages of agricultural labourers 
was based on income earned by agricultural 
labourers from agricultural labour alone and 
conclusions were drawn whether real earn¬ 
ings declined. But income from agricultural 
labour accounted for ony one-fifth to half 
of the total earnings. Agricultural labourers 
supplement th«r wage income with other 
sources to protect their real income. He indi¬ 
cated that non-wage income had increased 
faster than wage income. 

More recently, Bardhan (1984) attempted 
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another assessment of the so-called ‘trickle 
down’ effects of growth on poverty of 
agricultural labourers using Rural Labour 
Enquiry data. Over the ten year period 
1964-65 to 1974-75 he noted a decline in real 
daily wage earnings and annual real wage 
earnings of agricultural labourers in all states 
except Uttar Pradesh. However, it has been 
pointed out that the latter year was not a 
good agricultural year and total annual 
income including non-wage income may give 
a different picture (Hanhasarathy, 1987). 

However, this whole discussion on the 
conditions of agricultural labourers was 
based on male wages and incomes only. It 
would be interesting to explore the links bet¬ 
ween aggregate output, poverty and employ¬ 
ment available to female agricultural 
labourers in different )%ar$, and also the link 
between output, real wages and incomes of 
this .section of the population over time. 

II 

Employment Situation of 

Attrioultural I.Abour(>rK in 
Agricultural/Rural liibour 
HoutM'holda 

The commercialisation of agriculture and 
the demographic process of the division of 
households has led to a relatively large 
increase in the persons and hou.seholds 
dependent of agricultural labour for their 
livelihood. In this process persons who were 
nut earlier working may ^ forced into the 
work force leading to an increase in the 
labour participation of such hou.seholds. 
This is likely to be true particularly of the 
intermittent labour force consisting of 
women and children. Thus a steady increase 
in the participation rates of females in the 
labour hou.seholds is expected corresponding 
to the increase in the proportion of agri¬ 
cultural labour households. 

EARNER-POPUI AllON RATIOS 

labour participation in these households 
can be measured in terms of earner- 
population ratios (EPR) from the enquiries 
of 1956-57,-’ 1964-65 and 1974-75 and in 
terms of worker-population ratios from the 
enquiry of 1977-78.’ Earner-population 
ratios for rural labour hoaseholds arc a close 
approximation to worker-population ratios 
since non-working'earners, such as rentiers 
and pensioners, would be negligible in such 
households. In 1977-78 male and female 
non-working earners, above the age of 5, 
constituted 0.19 and 0.20 per cent of the 
population respectively in all rural house¬ 
holds for the country as a whole. Thus the 
differences between worker-population 
ratios and earner-population ratios is small 
even among all rural households. The dif¬ 
ference is likely to be even smaller in rural 
labour households. However, agricultural 
labour households may receive some remit¬ 
tances from persons who have migrated to 
other areas. This unfortunately cannot be 


estimated. 

The data on earner-population ratios in 
rural labour households do not show a con¬ 
sistent rise between 1956-57 and 1977-78 as 
was hypothesised on the basis of the large 
and steady increase in the proportion of 
agricultural labour households over the 
period. Total eat ner-popliluiion ratios (males 
and females of all ages) fell between 1956-57 
and 1964-65, rose in 1974-75 and (ell again 
in 1977-78 at the all-India level (Ihble 1). 
Between 1956-57 and 1974-75, earner- 
population ratios rose at the all-India level 
and in eight states; between 1964-65 and 
1974-75 it rose in all but two states; between 
1956-57 and 1977-78, however, it fell at the 
all-India level and in all but one state. 


Earner-population ntiu by sex chow a 
considerable increase between 1964-65 and 
1974-75, particularly amoag females 
CBibte 2). In 1977-78, however, lAonr par¬ 
ticipation declined, again quite considerably 
among females. The 'major activity’ crite¬ 
rion was introduced in 1977-78 (see note 3). 
Prima facie, aiqr such change should not 
make any difference to WPR of workers in 
rural labour households since they would 
mainly be wage workers whose activity is 
more easily identified and captured. While 
changes in male WPRs are small and 
perhaps occur due to random fluctuations, 
this is not the case with female WPRs. 
Though some under-enumeration of workers 
cannot be ruled out due to the change in 


Table 1; Earner Population Ratios oe Both Sexes tooether, ail Ages, in Rural Labour 

Households 


States 

1956-57' 

1964-65 

1974-75 

1977-78’ 

All India 

48.2 

46.0 

48.2 

44.1 

Andhra Pradesh 

56.1 

56.9 

57.4 

53.4 

Bihar 

41.5 

41.4 

46.6 

39.7 

Gujarat 

46.3 

45.8 

49.8 

45.3 

Karnataka 

52.0 

51.5 

52.8 

— 

Kerala 

41.1 

38.5 

39.0 

34.0 

Madhya Pradesh 

57.5 

54.4 

55.5 

51.7 

Maharashtra 

55.7 

51.4 

53.8 

52.2 

Orissa 

49.0 

42.0 

43.7 

43.1 

Punjab/Haryana 

35.0 

33.5 

38.3 

35.4 

Rajasthan 

48.7 

51.3 

49.2 

46.2 

Tamil Nadu 

50.7 

52.2 

55.3 

49.8 

Uttar Pradesh 

47.3 

45.2 

44.3 

38.4 

West Bengal 

36.5 

34.0 

37.4 

34.8 


1 Sec note 2. 

2 Refer to worker population ratios. 

Sources: (1) N.SSO, Eleventh and TVelfth Rounds 1956-57, Number 33, Tables with Notes on 
n'ages. Employment, Income and Indebtedness of Agricultural Labour Households 
in Rural Areas, Ihble E 1.2 and 1.3. 

(21 l.abour Bureau, RLE, 196.3-65, Final Report, Table 2.4. 

(3) Labour Bureau Rl E, 1974-75, Summary Report on Wages and Earnings and Employ¬ 
ment and Unemployment of Rural Labour Households, Table 1. 

(4) NSSO, 32nd Round, 1977-78, Number 301/2, Wages and Earnings of Rural Labour 
Households, Table 3. 


Tadll 2: Eaknlr PopULArioN Ratios bt’ Sex in Rural Labour Households 


States 


Adult Male 


Adult Female 

1964-65 

1974-75 

1.977-78* 

1964-65 

1974-75 

1977-78* 

All India 

87.5 

92.7 

90.1 

55.8 

65.4 

49.5 

Andhra Pradesh 

92.0 

94.4 

90.9 

76.8 

80.6 

66.8 

Biliat 

87,9 

93.3 

92.7 

47,9 

63.3 

40.3 

Gujarat 

85.9 

92.0 

90.0 

64.3 

76.7 

57.7 

Karnataka 

87.7 

91.7 

— 

71.8 

78.1 

— 

Kerala 

79.2 

81.6 

73.3 

47.4 

50.9 

36.6 

Madhya Pradesh 

92.1 

96.1 

93.9 

73.6 

83.6 

69.2 

Maharashtra 

85.0 

91.7 

90.8 

70.9 

81.6 

72.0 

Orissa 

89.4 

92.2 

91.6 

41.0 

54.1 

44.7 

Punjab/Haryana 

83.1 

87.8 

87.2 

23.3 

34.1 

20.9 

Raja.sthan 

85.6 

91.5 

91.4 

63.5 

68.7 

52.0 

Tamil Nadu 

85.7 

91.5 

90.0 

67.9 

76.5 

57.5 

Uttar Pradesh 

88.4 

92.9 

92.0 

46.7 

33.4 

34.9 

West Bengal 

88.6 

93.7 

91.8 

23.7 

35.3 

23.2 


* Refer to worker-population ratio. 

Sources: (1) Labour Bureau, RLE, 1963-65, Final Report, table 2.4. 

(2) Labour Bureau RLE. 1974-75, Final Report on Wiigesand Earnings bf Rural Labour 
lliiiiwlnilih. Table 2.6. 

(3) NSSO, 32nd Round, 1977-78. Number 301/2, Wages and Earning of Rural Labour 
Households, thble 3. 
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definition, this cwinol account for the large 
decline in female WPRs between 1974-75 
and 1977-78 (65 to 49 per cent at all-India 
level). 

Thm was, therefore, no dear cut long 
term increase in earner-population ratios. 
Besides the increase in proportion of 
agricultural labour households, there 
appears to be some factor which influences 
year lo year variation in labour participa¬ 
tion. One possible explanation for this 
phenomenon of fluctuating labour parti- 
dpation in different years in spite of a large 
increase in the proportion of agricultural 
labour households could be the link that 
exists between ^ricultural output and the 
income levels of agricultural labourers. This 
relationship can impinge on the labour parti¬ 
cipation of labour households in the follow¬ 
ing way: Ina year of bad monsoon the agri¬ 
cultural output declines leading to a decline 
in the general level of living. The effect of 
such a decline in the general levels of living 
is felt sharply by labour households which 

Table 3: Index Numbers or Aorkuiiurai 
Production and Cuitivated Area, 194U-50 
TO 1983-84, Ai I India 
(Base; IHenniura ending 1969-70- UX)) 


Year 

Index of 
Agricultural 
Production 

Index of 
Cultivated 
Area 

1949-50 

62.2 

78.3 

1950-51 

58.5 

78.2 

1951-52 

59.4 

79.7 

1952-53 

62.9 

82.5 

1953-54 

71.6 

87.1 

1954-55 

72.2 

87.9 

1955-56 

71.9 

90.0 

1956-57 

76.2 

90.8 

1957-58 

70.8 

89.9 

1958-59 

82.2 

93.5 

1950-60 

80.1 

94.8 

1960-61 

86./ 

94.5 

1961-62 

86.8 

%.6 

1962-63 

85.3 

97.4 

1963-64 

87.2 

97.2 

1964-65 

96.9 

98.4 

1965-66 

80.8 

96.1 

1966-67 

80.7 

96.0 

1967-68 

98.9 

100.1 

1968-69 

97.3 

98.5 

1969-70 

103.6 

101.4 

1970-71 

111.5 

102.5 

1971-72 

II1.2 

101.9 

1972-73 

102.3 

98.7 

1973-74 

112.4 

104.5 

1974-75 

108.8 

100.8 

1975-76 

125.0 

105.9 

1976-77 

116.2 

103.2 

1977-78 

132.8 

106.5 

1978-79 

137.9 

108.1 

1979-80 

116.9 

104.2 

1980-81 

135.2 

105.2 

1981-82 

142.7 

105.3* 

I98^83 

137.0 

104.5* 

1983-84 

154.4* 

105.5* 


* CMIE estimates. 

Sourer. Csmre for Monitoring the Indian 
Economy (CMlE), 1W4, Thble 13.4. 


have no reserve of Resources to support 
themselves. It could force a tatge number of 
otherwise non-workers, such as women and 
children, into the work force 

It has been noted that the risk of poverty 
extends much above the poverty line, so that 
many of those who manage to stay above 
the poverty line in one year fall below it in 
another (Gaiha, 1981). This tendency is 
stronger in wage dependent households. 
Women’s entry into wage labour is essen¬ 
tially a result of poverty (Agarwal, 1986). 
There is tension between the low economic 
status, which requires women to engage in 
econdmically productive activity outside the 
home and high ritual status, which calls for 
seclusion. “In times of severe economic need 
women will enter the labour force as agri¬ 
cultural labourers or in other capacities, but 
when conditions improve, they withdraw to 
their home’’ (Dixon, 1978: 118). Thus, in a 
year of scarcity, when more households are 
pushed into poverty, one would expect a 
larger proportion of females to enter the 
wage labour force. 

The index number of cultivated area and 
agricultural production at the all-India level 
between 1949-50 and 1982-83 (Table 3) gives 
a clear picture of the ups and down in 
agricultural activity during the period. It is 
seen that cultivated area and agricultural 
production rose above the previous year in 
1956-57 and 1964-65. The year 1974-75, 
however, proved to be a bad agricultural year 
with a sharp decline in both cultivated area 
and agricultural production. On the other 
hand, 1977-78. wa.s an exceptionally good 
year with agricultural production increasing 
considerably over the previous year. 

These fluctuations in cultivated area and 
total agricultural output help to explain the 
phenomenon observ^ earlier. Labour par¬ 
ticipation is obviously affected by the 
agricultural production in that particular 
year, with earner-population ratios rising 
sharply in 1974-75, a year of agricultural 
scarcity and falling in 1977-78, an agricul¬ 
turally prosperous year. Female participa¬ 
tion, however, appears to be more severely 
affected by these fluctuations in agricultural 
output. In 1974-75, female earner-population 
ratios rose much more than male earner- 
population ratios in all the states; while in 
1977-78 female earner-population ratios 
declined considerably even telow the earlier 
normal agricultural year, 1964-65. The 
earlier hypothesis of an increasing trend in 
earner-population ratios due to the increas¬ 
ing proportion of agricultural labour house¬ 
holds in total rural households has to be 
modified. Obviously, the increase in earner- 
population ratios is not monotonic, and is 
influenced by year to year fluctuations in 
agricultural production. 

Days of Acricoiltural Employment 
Available 

Labour participation atone is not a very 
efficient measure of the employment avail¬ 


able to labour households tince it only indi¬ 
cates the proportion of persons who were 
trarking during an agricultural year. TTie in- 
tentity of work or the number of dtqrs of 
employmoit sivailMile to each worker during 
the year is required to obtain a more com¬ 
plete picture of the employment situation.^ 
ALE, 1956-57, provides data on days of 
employment available per agricultural 
labourer in agricultural labour households 
only. The data are available from the RLE 
of 1977-78’ only for all rural labour 
households, while RLEs of 1964-65 and 
1974-75 provide data for both types of 
households. 

Ikble 4 presents the days of employment 
per agricultural labourer by sex for both 
agricultural labour households and all rural 
households to give a comparative picture. 
While there is not much difference in the 
days of agricultural employment per male 
agricultural labourer for these two types of 
households, in 1964-65 and 1974-75, days of 
agricultural employment per female agri¬ 
cultural labourer differs at the all-India level 
and in the states of Andhra Pradesh and 
West Bengal notably in 1964-65. 

Days of agricultural employment per 
agricultural labourer in a particular year 
would be the net result of changes in the 
demand and supply of labour. One would 
expect that in a year of low total agricultural 
output the demand for labour would be 
much less, thus reducing the total available 
days of agricultural employment. On the 
other hand, as observed earlier the supply 
of labour, in terms of earner-population 
ratios, increased in such a year of agri¬ 
cultural scarcity. The days of employment 
per agricultural labourer would be expected 
to fall. 

The data more or less reflect this pheno¬ 
menon. At the all-India level, both male and 
female days of employment per agricultural 
labourer in agricultural labour households 
rose between 1956-57 and 1964-65, and 
declined in 1974-75, the year of poor 
agricultural output and increased earner- 
population raitos. Among rural labour 
households also it declined between 1964-65 
and 1974-75 and rose again in 1977-78 for 
both males and females. 

As such one would expect the days of 
employment per agricultural labourer to be 
the lowest in 1974-75. While this is true for 
all India, it is not necessarily true for all 
states. The days of agricultural employment 
per agricultural labourer is lower in 1974-75 
than in 1964-65 for males and females in all 
states except Rajasthan and Uttar Pradesh. 
However, the days of employment per agri¬ 
cultural labour are higher in 1974-75 than 
1956-57 in a number of states, particularly 
among females. 

In 1977-78, a year of exceptionally good 
harvest, one would expect the days of 
employment per agricultural labourer to 
peak. This is true at the all-India level. 
However, while days of agricultural employ¬ 
ment per female labourer in 1977-78 sur- 
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AGRICULTURAL AND RURAL 
DEVELOPMENT IN GUJARAT 


Though Gujarat ranks second on the Industrial Front, in 
the country, it is wedded primarily to an agrarian economy. 
About two-thirds of its population is mainly based on 
agriculture and earns its livelihood directly from this 
occupation. Besides, this agricultural occupation also 
provides indirect employment to a large portion of the people 
in the agro-based secondary and tertiary occupations. Thus, 
prosperity of the State and well-being of its people are closely 
linked with agriculture. 

The total geographical area of the Gujarat State is 1.96 
Lakh Sq. Kms. which accounts for about 6% of the total 
geographical area of the country. The total cultivable area 
is 12.4 million hectares, which is about 63%. The net 
cultivated area is 9.6 million hectares and the cropped area 
is 10.9 million hectares. 

The area under irrigation is only 2.6 million hectares, which 
Is about 23% of the total cultivated area. 

The State receives South-West monsoon rains during June 
to September which is again erratic and out of 184 talukas 
of the State, 41 talukas are subject to scarcity or semi-scarcity 
conditions, thus by and large the farming is rainfed and totally 
dependent on South-West monsoon. On the other hand, the 
commercial crops like Cotton, Groundnut, Oilseeds, Sugar¬ 
cane and Tobacco, etc, cover almost 50% area. These crops 
make a respectable contribution at national level in terms of 
production as well as economical value. 

Smaller holdings and backwardness—both educational and 
economic—of the farmers are another main constraint for 
sophisticated agriculture. 2.03 million farm families are 
engaged in farming, of which 61 % families are small farmers 
holding land up to 3 hectares. The farmers holding land 
between 3 and 5 hectares are 17.5% and the total area held 
by above two groups amounts to 43%. Nearly 4% farm 
families are from Scheduled Castes whereas 10.94% are 
from Scheduled Tribes. These SC and ST class of cultivators 
hold their land with poor fertility In hilly and rocky areas, 
having limited resources with their poor educational status. 

Since last three years, Gujarat is experiencing severe 
scarcity condition and also facing acute problem of drinking 
water shortage. Due to inadequate and erratic distribution of 
rainfall In major part of the state there has been a reduction 
of agricultural crop production. | 

In spite of failure of monsoon during last three years even 
with less rainfall and limited availability of irrigation water, with 


the help of transfer of technology. State could Increase 
agricultural produdion by implementing various agricultural 
development programmes. 

Crop Production: 

Due to wide variability with regard to soil and climate a 
wide variety of crops is cultivated in the State. Principal food 
crops grown are Pearlmiliet, Sorghum, Paddy, Maize and 
Wheat while Cotton, Groundnut, Tobacco and Sugarcane 
are the major commercial crops. 

Produdion of foodgrains and important commercial aops 
during the First and Sixth Plan periods in Gujarat State were 
as follows: 

(Produdion in lakh tonnes/balcs) 


Plan 

Period 

Food- 

grains 

Oil 

seeds 

Cotton 

Tobacco 

Sugar¬ 

cane 

1951-56 

18.75 

4.40 

8.83 

0.41 

0.57 

1980-85 

50.88 

22.24 

17 79 

1.92 

6.99 


From the above table, it can be seen that average yields 
of foodgrains as well as the commercial crops have increased 
substantially over the planned development period of 40 
years. Thus, in spite of the natural adversities faced by the 
State, it has been possible to achieve substantial progress in 
agricultural produdion. 

Assistance to Weaker Farmers: 

The State Government is also continuing efforts in the 
subsequent plans The total plan provision during Sixth Plan 
under crop husbandry programme for the year 1985-86 was 
Rs. 958.00 lakh. More stress has been laid on assisting the 
weaker sedions of the society for which a provision of 
Rs. 195.00 lakh for the tribal farmers and Rs. 47.00 lakh 
for the Scheduled Castes under the special component plan 
was kept aside specifically out of the total plan provision of 
Rs. 958.00 lakh. Central Assistance of Rs. 52.50 lakh for 
the tribal areas was in addition to the above provision. 
Similarly total plan provision during Seventh Plan under crop 
husbandry programme for the years 1985-90 is Rs. 5134.00 
lakh. For the betterment of the weaker section of the society, 
Rs. 1111.00 lakh for the tribal farmers and Rs. 250.00 lakh 
for the Scheduled Castes, under special component plan, 
are kept aside. 
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pastes the I964<65 level in 9 oat of 12 states, 
days per male labourer does not reach the 
196445 level in 8 out of 12 states. This 
should be juxtaposed with the fact that in 
1977-78, female earner-population ratios 
declined below the 1964-65 level in eight of 
these states, male earner-population ratios 
were higher than the 1964-65 level in seven 
of these states. 

In a year of exceptionally good harvest, 
such as 1977-78, it appears that a larger pro¬ 
portion of female workers withdraw from 
the work force This decline in female EPRs 
cannot be fully explained by the change in 
definition discussed earlier. Perhaps due to 
this withdrawal of female workers and/or 
due to the increased agricultural activity, the 
female agricultural labourers who remain-., 
ed in the work force obtained a larger 
number of days of work, as compared to the 
earlier normal year, than male agricultural 
labourers in most of the states. 

Employment other than Wage-Paid 
Employment in acriculture 

While the major proportion of their lime 
was spent in wage-paid agricultural employ¬ 
ment, agricultural labourers also engaged in 
non-agricultural labour and self employ¬ 
ment (Ihblc 5). Rather surprisingly, in the 
case of male agricultural labourers there ap¬ 
pears to be a trend towards a reduction in 
dependence on wage labour and increase in 
self-employment over the period of study. 
In the ca.se of female agricultural labourers, 
however, the proportion of days spent in self- 
employment fluctuated. In 1974-75, with a 
reduction in agricultural activity, the days 
of wage-paid agricultural employment 
available to female agricultural labourers 
Were reduced so that they had to rely on their 
own resources and undertake .self-employment 
for a slightly larger number and proportion 
of days than the previous normal year 
1964-65. In 1977-78, with the increa.sed 
agricultural production and a withdrawal of 
women from the wage labour force noted 
earlier, the number and proportion of days 
of wage-paid employment available to 
female agricultural labourers in the year 
increased. 

Information on employment undertaken 
by agricultural labourers in wage work, 
salaried work and self-employment is avail¬ 
able separately for rural labour households 
with land and those without land for the 
year 1574-75 and 1977-78 (Tkble 6). The pro¬ 
portion of days spent in .self-empk)yment by 
agricultural labourers is obviously higher 
(about 20 per cent) in those labour house¬ 
holds that possess land; most of this time 
is spent in agricultural work. In labour 
households that do not possess land almost 
95 per cent of labour days is spent in wage 
work. Self-employed days in these house¬ 
holds arc distributed almost equally between 
agriculture and non-agriculturc. 

Another interesting feature is that in 
1974-75, when the total quantum of agri¬ 
cultural work was probably lower, agri¬ 


cultural labourers in labour households 
without land engaged in non-agricultural 
wage work to a greater extent (12 per cent 
of male days and 15 per cm of female days 
of employment). It is Ukely that public works 
started in this poor agricultural year con¬ 
stituted part of the non-agricultural wage 
employment available to these agricultural 
labourers. 

Ill 

Economic Condition of 
Agricultural Labourers 

The earner-population ratios and days of 
emplr^ment per agricultural labourer give 
a fairly complete picture of the changing 
employment situation of the agricultural 
labourers. However, this alone does not indi¬ 
cate the total welfare of this section of the 
population. The daily wage earnings accru¬ 
ing to agricultural labourers and change in 
them over time determine the total incomes 


available to agricultural labourers. Increase 
in money wage earning.s'’ are considerably 
eroded inflation. In order to understand 
the real economic condition of labour 
households three variables need to be con¬ 
sidered: (I) daily money wage earnings. 
(2) the quantum of employment available 
per worker in an agricultural year and (3) the 
consumer price index of agricultural 
labourers over the concerned period. The 
interaction among these three variables 
results in the real annual earnings of labour 
households. None of these three individual 
factors can be used as a proxy for long-term 
trends in the real earnings and economic 
well-being of the agricultural labourers. 

Average DailV Money and Real 
Wage Earnings ior ai i 
Aorigultliral Operafions 

I'he average daily money wage earnings 
for all agricultural operations by agricultural 
labourers in rural labour households,^ in- 


T -VBi.i 4; Flu D w s in a Yi ar oi 

LvUOIiRI K IN AliRK'(ini/KAI 

WAtit-P.MOLMPKnMINt IN AgRUI'I It Kl Pi K AdKK HI TORM 
LaHOHK HiH'SI Hill OS AND RlIKAI L AIIOliR Hot 'SI HOI OS 

Si,' lies 

Agricultural Labour Households 

Rural L.abour Households 


1956 57 

1964-65 

1974-75 

1964-65 

1974-75 

1977-78 

1 

2 

3 

4 

5 

6 

7 



Adull Ylnlf 




All India 

194 

217 

193 

219 

192 

229 

Andhra Pradesh 

211 

204 

193 

216 

192 

213 

Bihar 

190 

198 

186 

197 

185 

265 

Ctujaral 

194 

278 

206 

283 

205 

233 

Karnataka 

198 

228 

204 

227 

203 


Kerala 

156 

173 

138 

169 

136 

170 

Madhya Pradesh 

215 

212 

198 

210 

197 

247 

Maharashtra 

222 

239 

221 

243 

220 

228 

Orissa 

175 

224 

164 

225 

162' 

218 

Punjab/Haryana 

229 

282 

218 

282 

216 

251 

Rajasthan 

179 

210 

2.39 

207 

238 

187 

Ikmil Nadu 

173 

194 

148 

195 

147 

193 

Liltar Pradesh 

174 

189 

2(81 

188 

199 

213 

West Bengal 

l«7 

269 

210 

268 

210 

242 



,\ilull Female 




All India 

131 

149 

138 

161 

136 

186 

Andhra Pradesh 

140 

104 

138 

168 

137 

IKI 

Bihat 

115 

104 

114 

126 

115 

206 

Karnataka 

148 

192 

175 

191 

171 

— 

Gujarat 

128* 

240 

160 

241 

156 

191 

Kerala 

123 

147 

108 

147 

105 

158 

Madhya Pradesli 

132 

147 

125 

146 

123 

197 

Maharashtra 

166* 

183 

180 

182 

178 

185 

Orissa 

70 

165 

III 

164 

til 

159 

Punjab/Haryana 

145 

173 

150 

170 

149 

232 

Rajasthan 

117 

153 

163 

151 

161 

186 

'Tamil Nadu 

135 

146 

118 

145 

117 

174 

Uttar Pradesh 

% 

102 

124 

102 

122 

161 

West Bengal 

138 

216 

147 

206 

149 

202 


* Refer to casual agricultural labour days only. 

Sources: (1) NSSO, Eleventh and Twelfth Round. 1956-57, Number 33, 'liibles with Notes on 
hVafies, Employment, Income and Indebtedness qf Agncultural labour Households 
in Rural Area. 

(2) labour Bureau, RLE, 1963-64. Final Report, Table 3.3 and 8.4. 

(3) Labour Bureau, RLE, 1974-75, Final Report on Employment and Unemplovment 
itf Rural Households Part-1, Table 3.3. 

(4) NSSO, .32nd Round, 1977-78, Number 301/3, EmpISyntent and Unemployment oj 
Rural Labour Households, Table 4.1. 

(5) NSSO, 32nd Round, 1977-78. Number 301/2, fFages and Earnings of Rural iMlmur 
Households, TaWe 3. 
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creased steadily and itaaiply between 19S6-S7 
and t977>78 for both males and females at 
the all'lndia leveland fbr dl sutes (Ihble 7). 
This increase was much slower durina 
I964-6S to I974>75 than during the entire 
period. However, the average dally money 
wage earnings of females increased slightly 
faster than male wage earnings at the all- 
India level and in most states during all the 
periods. 

The sharp increase in average daily money 
wage earnings during the period of study 
reflects mainly the price changes. The 
magnitude of the increase shrinks sharply 
when the wage Hgures are deflated by the 
consumer price index for agricultural 
labourers (CPIAL) (Ibble 8). The consumer 
price index rose between 1956-57 and 
1974-75 with a sharp rise between 1964-65 
and 1974-75, and then dropped in 1977-78. 
This is true for all India and all states. 
Besides the general inflationary factors 
affecting this increase in prices, the sharp 
rise in 1974-75 and the fail in 1977-78 can 
be explained at least partly by the variations 
in total agricultural production during these 
years. In a year of low agricultural output 
prices rose considerably, whereas in 1977-78, 
with a good agricultural output, the prices 
dropped. 

The average daily real wage earnings of 
male agricultural labourers deflated by the 
CPIAL did not show a sharp rise (Ikble 7). 
In fact, between 1964-65 and 1974-75 daily 
real wage earnings of adult males actually 
fell at the all-India level and in all states 
except Karnataka, Punjab and Uttar 
Pradesh. In other words, the increase in 
average daily money wage earnings was less 
than the increase in prices during this period. 
In 1977-78, with the fall in prices, daily real 
wage earning rose above the 1964-65 level for 
the country as a whole and all states except 
Madhya Pradesh, Oris.Ha and West Bengal. 

Average daily real wage earning.s of female 
agricultural labourers remained stagnant 
between 1964-65 and 1974-75 at the all-India 
level and in Karnataka and Punjab. It rose 
during the period in Kerala and Uttar 
Prade.sh and fell in the other eight states. 
Evidently, the increase in female daily money 
wage earnings equalled the price rise during 
this period at the ail-India level and in 
Karnataka and Punjab, while the increase 
was greater than the price increase, in Kerala 
and Uttar Pradesh. Jn 1977-78, daily real 
wage earnings rose above the 1964-65 level 
for the country as a whole and in all states. 

Annual Moni v and Rlai WAt.t 
Earnings F'kr Aoricui.tlirai 
Labourer 

The annual money wage earnings per 
agricultural labourer in rural labour house¬ 
holds have b<ren computed both in mone>' 
and real terms by multiplying the average 
daily wage earhings (money and real) by the 
full days of agricultural empl^ment avail¬ 
able per worker in the agricultural year. 

Annual money Wage earnings per agricul¬ 


tural it^bur rose ateadily md sharply bet¬ 
ween 1956-57 and 1977-78 for both males 
and females in all states (IhUe 9). This 
increase was, however, mudi slower between 
1964-65 and 1974-75 due to slower pace of 
increase in average daily money wage earn- 
inp and fidl in days of emirioymmit per 
worker during this period. 


Annual realwage earnings per agricultural 
Idrourer, both nude and fonale^ increased 
at a much slower pace than money earnings 
(lUde 9). In flict, it fdl between 1964-65 and 
1974-75 and rose again in 1977-78 at the all- 
India level and in most states. The sharp in¬ 
crease in prices and fall in days of agri¬ 
cultural onploymoit per workn between 


Table S: Full Days of Employment in Various OccumriONS Per Agricultural Labourer 
IN Rural Labour Households, Au India 


Year 

Wage-Paid Employment 

Self-Employment 

Ibtal 

Agricul¬ 

ture 

Non-Agri 

culture 

- All 

Culti¬ 

vation 

Others 

All 




Adult Male 





1956-57 

194 

28 

222 

— 


33 

255 


(76.8) 

(10.9) 

(87.0) 



(12.9) 


1964-65 

219 

26 

245 

14 

11 

25 

270 


(81.1) 

(9.6) 

(90.7) 

(5.2) 

(4.1) 

(9.3) 


1974-75 

192 

22 

214 

19 

9 

28 

242 


(79.3) 

(9.1) 

(88.4) 

(7.9) 

(3.7) 

(11.6) 


1977-78 

229 

16 

245 

34 

7 

41 

286 


(80.1) 

(5.6) 

(85.7) 

(11.9) 

(2.4) 

(14.3) 




Adult Female 




1956-57 

131 

10 

141 

— 

— 

27 

168 


(78.0) 

(5.9) 

(83.9) 



(16.1) 


1964-65 

161 

11 

172 

8 

10 

18 

190 


(84.7) 

(5.8) 

(96.5) 

(4.2) 

(5.3) 

(9.5) 


1974-75 

136 

11 

147 

14 

11 

25 

172 


(79.1) 

(6.4) 

(85.5) 

(8.1) 

(6.4) 

(14.5) 


1977-78 

186 

9 

195 

23 

4 

27 

222 


(83.8) 

(4.1) 

(87.8) 

(10.4) 

(1.8) 

(12.2) 



Note-. Figures in parenthesis refer to percentages to the total days of employment. 
Sources-. (I) Labour Bureau, RLE, 1963-65, Final Report, Thble 3.3, 3.5, 8.4 and 8.6. 

(2) Labour Bureau, RLE 1974-75, Final Report on Employment and Unemployment 
of Rural labour Households, Part 1, Ihblc 3.3 and 3.5. 

(3) NSSO, 32nd Round, 1977-78, Number 301/2, Wages and Earnings of Rural labour 
Households, Tkble 3. 

(4) NS550, 32nd Round, 1977-78, Number 301/3, Employment and Unemployment of 
Rural Labour Households, Table 4. 


lAUii 6: Distrihi'tionoi Das-soi Empuivmi-nt oi Acriculturai Labourlrs in Wac'.i;-Paiu 
Wohk.Sai ARii D Work and Sri r Empuwment Sfparatf.i.v in Rurai LABt)UR Huuseiioi dswith 

AND wiTHOUl Land. Ai i India 


(Per Cent) 


Wage- P aid Employment _ Salaried_ Self- E mploym e nt 

Agriculture' Non- All Employ- Agriculture Non- All 
Agriculture ment Agriculture 


1974-75 

Households with Land 


Male 

75.2 

6.0 

81.2 

0.8 

— 

— 

18.0 

lemalc 

75.3 

2.8 

78.1 - 

Households without Land 

— 

— 

21.9 

Mate 

82.4 

12.5 

95.0 

0.8 

... 

— 

4.2 

Female 

79.4 

15.1 

94.5 — 

•1977-78 
Households with Ijtnd 



5.4 

Male 

72.1 

4.4 

76.5 

0.9 

20.7 

1.9 

22.6 

female 

76.1 

3.3 

79.4 0.2 

Households without Land 

18.8 

1.6 

20.3 

Malt- 

89,0 

4.4 

93.4 

1.2 

2.6 

2.8 

5.4 

Female 

91.0 

3.6 

94.7 

0.8 

2.2 

2.3 

4.5 


Note-. Distribution of days of employment has been computed from days of employment 
per usually employed worker for 1974-75, while it has been computed from person- 
days per day of gainfully employed usual status workers for 1977-78. 

Sourvt's'. (1) Labour Bureau, RLE 1974-75, Final Report on Employment and Unemployment 
of Rural Labour Households, Pan I, Table 3.1 and 3.4 (b) I. 

(2) NSSO, 32nd Round. 1977-78, Number 301/3. Employment and Unemployment of 
Rural Labour Households, Ikble 4.2. 
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ITable 7: Averaoe Daily Wage Earnings of Apior Males and Females of Eural Labour 
__ Household s in All Agricultural Operations 

Sutes AverRge Daily Money Ebge Average Daily Real Wage 


Earnings _ _ Earnings 



1956-57* 1964-63 1974-75 

1977-78 1956-57* 1964-65 

1974-75 

1977-78 

All India 

1.0 

1.4 

Adult MMe 

3.3 3.8 


1.0 

0.9 

1.2 

Andhra Pradesh 

0.9 

1.1 

2.7 

3.4 

1.0 

0.9 

0.8 

1.2 

Bihar 

0.9 

1.4 

3.2 

3.5 

1.0 

0.9 

0.8 

1.0 

Gujanu 

1.1 

1.3 

3.2 

4.1 

1.0** 

LI 

1.0 

1.4 

Karnataka 

0.8 

1.2 

2.9 

3.1 

0.9 

0.8 

0.8 

1.0 

Kerala 

1.3 

2.1 

6.0 

6.9 

1.4 

1.6 

1.6 

2.2 

Madhya Pradesh 

0.8 

1.1 

2.4 

2.7 

0.8 

0.8 

0.6 

0.8 

Maharashtra 

0.8 

1.5 

2.6 

3.2 

0.7** 

1.0 

0.7 

1.0 

Orissa 

0.8 

1.3 

2.6 

3.1 

0.8 

0.9 

0.7 

0.9 

Purijab/Haryana 

2.0 

2.1 

5.6 

6.5 

2.1 

1.5 

1.7 

2.0 

Rajasthan 

1.0 

1.6 

3.8 

4.5 

1.0 

1.2 

1.0 

1.4 

'Dunil Nadu 

0.8 

1.4 

3.7 

4.0 

— 

1.0 

0.9 

1.3 

Uttar Pradesh 

0.9 

1.1 

3.2 

3.6 

— 

0.7 

0.8 

1.1 

West Bengal 

1.4 

1.8 

3.5 

4.3 

1.5 

1.3 

1.0 

1.3 

All India 

0.6 

0.9 

Adult Female 

2.3 2.7 


0.6 

0.6 

0.8 

Andhra Pradesh 

0.5 

0.5 

1.9 

2.4 

0.6 

0.4 

0.6 

0.8 

Bihar 

0.7 

1.2 

2.7 

3.1 

0.8 

0.8 

0.7 

0.9 

Gujarat 

0.8 

1.2 

2.5 

3.6 

0.8** 

0.9 

0.8 

1.3 

Karnataka 

0.5 

0.8 

1.8 

2.1 

0.6 

0.5 

0.5 

0.7 

Kerala 

0.7 

1.3 

4.3 

4.7 

0.7 

0.9 

1.1 

1.5 

Madhya Pradc.sh 

0.6 

0.9 

1.7 

2.2 

0.6 

0.6 

0.4 

0.6 

Maharashtra 

0.5 

0.8 

1.5 

2.0 

0.4** 

0.5 

0.4 

0.6 

Orissa 

0.5 

0.9 

1.8 

2.3 

0.5 

0.6 

0.5 

0.7 

Punjab/Haryana 

1.2 

1.4 

3.6 

4.7 

1.3 

1.0 

1.1 

1.4 

Rajasthan 

0.6 

l.l 

2.6 

3.2 

0.6 

0.8 

0.7 

1.0 

Ikmil Nadu 

0.5 

0.8 

2.3 

2.3 

— 

0.6 

0.6 

0.8 

Uttar Pradesh 

0.6 

0.9 

2.5 

2.6 


0.6 

0.6 

0.8 

West Bengal 

1.0 

1.4 

2.8 

3.7 

1.0 

1.0 

0.8 

1.2 


* 1V36*S7 data refer to wages of casual labourers in agiicultute in all agriculture luhoiir 
households. 

** In I9S6-S7 both Ciujarat and Mahara.shlra have been dcllated by the combined indes lor 
Maharashtra in that year. 

Sourcey. (1) Labour Bureau, Agricultural Labour in India, Report on the Second Agricultural 
Labour Enquiry, 1956-57, Vol I. Statement 6.4 

(2) Labour Bureau, Rl.L l%3-65. Final Report, Table 4.1 and 8.8. 

(3) Labour Bureau RLh, 1974-75, Summary Report an tfiiges and Earnings and Employ¬ 
ment and Unemployment of Rural Labour Households, table (2) (b) (i). 

(4) NSSO, 32nd Round, 1977-78, Number 301/2, H'ages and Earnings of Rural I aboiir 
Households, Table 5. 


TABt l- 8: CoNSL'MtR PRU r IN01\ NUMBt-RS (CiFNr.RAI ) lOR AORIt IJI IIIR-\I l.-MtOl Rl RS 
(Base year: 1960-61-^100) 


Slates 

1956-57* 

1964-65** 

1974-75 

1977-78 

1982-83 

All India 

_ 

143 

368 

323 

481 

Andhra Pradesh 

88 

125 

322 

297 

416 

Bihar 

93 

150 

392 

341 

527 

Gujarat 


133 

319 

285 

407 

Karnataka 

88 

146 

344 

308 

455 

Kerala 

93 

132 

383 

317 

478 

Madhya Pradesh 

99 

139 

415 

.345 

487 

Maharashtra 

Hi 

151 

364 

320 

456 

Orissa 

99 

143 

397 

351 

610 

Punjab (including 






Delhi. Haryana, 






Himachal Pradesh) 

94 

139 

337 

3.^2 

480 

Rajasthan 

96 

132 

369 

326 

447 

Thmil Nadu 


138 

405 

306 

464 

Uttar Pradesh 

- 

164 

378 

336 

487 

W»t Bengal 

97 

136 

338 

321 

499 


* Average for last 4 months in 1936 beginning September. 

•• Ten month’s average of indices for the period September 1964 to -tunc 1963. 

Annual indices relate to the agricultural year (July-June). 

Sourcey. (I) Monthly Abstract of Statistics. Central Statistical Organisation, Department of 
Statistics, Ciovernment of India. 

(2) Agricultural Situation in India, Department of Agriculture and Co-operation, Govern¬ 
ment of India. 
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19$4-4S5 and 1974-75 led to a deterioration 
in the annual real wage earnings in 1974-75. 
However, the rise in agricultural output and 
the fall in prices in 1977-78 together with 
increased at^labiiity of employment i^ipear 
to have boosted the real wage earnings of 
agricultural labourers in that yew. 

At the level of the states, while in general 
there is a decline in the employment and 
economic condition of agriculture laboums 
between 1964-65 and 1974-75, Uttar Pradesh 
is the only state which registers an increase 
in male and female days of wage-paid 
employment, duly and annue wage eun- 
ings fftnn agriculture in both money and real 
terms during this period. It has bm noted 
elsewhere that Uttu Pradesh was the only 
state which showed relative stability in the 
proportion of agricultural labour house¬ 
holds over the period (Unni, 1988). 

AVLKAGI: ANNIMI. HOUShtlOl.U INCOME 

OF Rukai Labour Households 

The earnings discutised so far refer to wage 
earnings from agricultural labour only, As 
noted earlier in the case of the days of 
employment, the agricultural labourers 
in labour households also engaged them¬ 
selves in noK-agrieultural labour and 
self-employment. 

The various inquiries cnileeicd informa¬ 
tion on the income received by the household 
from sources other than wage labour. 
Though this information is not available 
separately by sex, the average annual 
household income of labour households 
(both money and real) by source would pro¬ 
vide some insight into the adjustments made 
within a labour household to take care of 
variations in empli^rmcnt availability and in¬ 
comes from year to year.* The entry of 
women in these households into the labour 
force would also be dependent on the level 
of household income. 

Non-wage income constitutes less than 20 
per cent of the total annual household in¬ 
come of these households in the various 
years (Table 10). The percentage of non-wage 
income, however, fluctuates and is the 
highest in 1974-73. This is possible in view 
of the absolute and relative decline in the 
availability of wage employment in agri¬ 
culture per agricultural labourer (both male 
and female) in 1974-75 as compared to the 
previous normal year 1964-65. Thus the 
reduction in wage income is at least partly 
armpen.sated by the increase in non-wage in¬ 
come in these households in a year of poor 
agricultural output. 

The dependence of rural labour house¬ 
holds on agriculture for their livelihood also 
reduced considerably over the period 
(Table 10). While about 20 per cent of the 
average annual household income came 
from other than crop cultivation in 1956-37 
and 1964-63, the proportion rose to nearly 
35 per cent i^ 1974-75. ^It is likely that this 
is a peculiarity of this palnicular year of poor 
agricultural output when these housc>. Ids 
had to find other sources of income. 

The average annual household income in 
money terms increased steadily over the three 
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years at the aU>|ndia level and in all states 
(Ihble 11). While it wa$ observed earlier that 
the average annuid real wage earnings from 
agriculture fell in 1974-73 for both male and 
female agricultural labourers, it is interesting 
that average annual real household income 
of rural labour households from all sources 
incrased between 1963-64 and 1974-73 
C&ble 12). This would imply that at least 
some of the reduction of wage incomes from 
agriculture in real terms in a poor agricul¬ 
tural year is compensated by other sources 
such as non-wage and non-agricultural 
activities (Laxminarayan, 1977). While it is 
not possible to identify the role of scarcity 
relief in providing non-agricultural income 
of these households in a poor agricultural 
year, it was observed earlier that a larger 
proportion of agricultural labourers in 
labour households without land engaged in 
non-agricultural wage work in this year. It 
is likely that such work was obtained on 
public work schemes. 

It was observed earlier that female EPRs 
were much higher in 1974-73 than in the 
other years. It would be interesting to see if 
there is any relation between the average 
annual household income (both money and 
real) and female EPRs when viewed across 
states, though the data at the state level is 
too aggregative. Average annual household 
incomes in money terms are negatively cor- 


Rlansd with male EPRs in both 1964-dS and 
1974-75 (correlation coeffldeniwaf >-0.62 
and -0.50 significant at 5 per cent level).* 
They are, however, significantly negatively 
associated with female l^Rs in 1974-73 only 
(corrdation coefOcient was -0.32 also 
significant at 5 per cent level). In other 
words, while the entry of females into the 
work force is not associated with average 
annual income of the labour households in 
a normal agricultural year, states with lower 
average household incomes have higher 
female EPRs in a year of agricultural scar¬ 
city. In order to control for differences in 
price levels across states, the average annual 
real household income of labom households 
is correlated with the EPRs in the two years. 
Here again female EPRs are significantly 
negatively correlated only in 1974-73 (cor¬ 
relation coefficient was -0.48 signifiomt at 
3 per cent level). Thus, at the state level the 
entry of women into the work force in 
labour households is associated with the 
average annual household income, both 
money and real in 1974-73. Besides increased 
dependence on non^wage and non-agricuhural 
sources of income in an agriculturally poor 
year, it is likely that greater participation of 
women in the work force is one of the 
strategies adopted by the labour households 
in rural areas to prevent reduction in their 
real incomes. 


Table 9: Anmiai WAf.i-' Farninos Per Atniii Maie and Femaii: Agriculturai Labour of 
Rurai Larouk Houslholds in Ai i Agkicuuurai. Oherations 

Slates Annual Money Wage Ea rnings Annual Real W ag e Earnings 

l95V.-5'7* 1964 65 i 974-'75 l977-7'8 1956-57* 1964-65 “1974 75 1977-78 


Adult Mall- 


All India 

IK6 

309 

626 

800 

— 

217 

169 

247 

Andhra Pradesh 

184 

244 

511 

733 

209 

194 

159 

247 

Bihar 

173 

276 

599 

933 

186 

183 

153 

273 

Oujarai 

211 

416 

660 

955 

190 

31L 

207 

335 

KariuTtaka 

166 

275 

583 

-- 

188 

188 

168 

— 

Kerala 

2(Kl 

3.58 

812 

1168 

215 

272 

212 

.369 

Madhya Pradesh 

163 

235 

477 

674 

I6< 

168 

114 

195 

Maharashtra 

178 

355 

581 

723 

160 

236 

IS8 

226 

Orissa 

141) 

299 

428 

678 

142 

209 

107 

194 

Punjab/Haryana 

453 

601 

1212 

IMl 

483 

431 

.358 

494 

Rajasthan 

175 

3.39 

916 

838 

183 

257 

247 

256 

Tamil Nudu 

145 

271 

542 

751 

- 

197 

134 

245 

lUiar Pradesh 

16(1 

209 

639 

765 

— 

128 

169 

228 

West Bengal 

267. 

485 

732 

1021 

275 

356 

216 

322 




Adult Pemali- 





All India 

83 

143 

310 

497 


100 

84 

IS4 

Andhra Pradesh 

82 

91 

267 

427 

92 

72 

82 

143 

Bihai 

92 

150 

316 

649 

98 

99 

80 

189 

Gujarat 

107 

287 

391 

691 

97 

214 

123 

243 

Karnataka 

86 

151 

311 

— 

97 

103 

91 

— 

Kerala 

91 

IH5 

448 

7.38 

97 

140 

116 

232 

Madhya Prade.sh 

85 

126 

333 

429 

85 

90 

80 

124 

Maharashtra 

83 

140 

274 

.368 

75 

9.3 

75 

115 

Orissa 

50 

144 

202 

374 

50 

100 

51 

106 

Punjab.'Haryana 

193 

240 

542 

1100 

205 

172 

161 

332 

Raj.iMhan 

85 

163 

414 

588 

88 

124 

113 

180 

laiiiil Nadu 

68 

123 

273 

409 

— 

88 

67 

134 

Utiar Pradesh 

68 

96 

300 

425 

_ 

58 

79 

125 

West Bengal 

165 

280 

419 

753 

170 

206 

124 

234 


* Refer to all agricultural labour households. 
Stw«r Computed from Tablei 4 and 7. 


Them is, however, an Wlogltml Mmiy' 
involved in this aigumept. 1b mfer from a 
negative correlation between the average 
annual housdiold income and EPRs at the 
state level that women from low income 
labour households are forced to join the 
work force in an agriculturaliy poor year is 
not quite correct. Data are required at the 
household level in order to make such an in- 
foence. However, Ecological correlations’ 
have their use in studying socio-economic 
problems. “Although it. is not valid 
mechanically to apply conclusions reached 
at one level of aggregation to another 
level—magnitude, sign and significance of 
ecological correlations can be fruitful in 
generating hypotheses which can be tested 
at other levels. Eric AUardt, among others, 
has rightly stressed the informative value of 
aggregate data, even when they are not as 
good as Evidence’’’ (Oasgupta, 1977). 
Therefore, though one cannot come to any 
definite conclusion on this issue on the basis 
of such aggregative data, this can be put for¬ 
ward as one interesting tqrpothesis that needs 
to be tested at the micro level. 


Table 10: Percentage of Non Wage Income 
AND Non Agriculturai Income in Rural 
Labour Households. All-India 


Year 

Non-Wage 

Income 

Non-Agricultural 

Income 

19S6-57 

19.0 

20.1 

1963-64 

16.3 

19.6 

1974-75 

20.6 

35.0 

Notes: 

(1) Wage income 

includes manual 


labour in agriculture and non¬ 
agriculture and non-manual 
labour. The latter is given 
.separately in 1963-64 and 1974-75. 

(2) Non-agricullutal income refers to 
all activities other than crop 
cultivation. 

(3) RL.E 1964-65 does not give income 
from manual labour separately for 
agriculture and non-agriculture. 
The proportion of income from 
non-agricultural manual labour in 
1964-65 is assumed to be .same as 
in 1956-57 the earlier normal 
agricultural year. 

(4) Income received from raising and 
maintenance of livestock/poultry 
is given separately in 1974-75. This 
has been included in non- 
agricultural income on the 
assumption that in the previous 
two enquiries it was included in 
other sources (1956-57) or 
households enterprise other than 
farming (1964-65). 

Sources: (I) Labour Bureau, Agricultural 
Latmur in India, Report on the Se¬ 
cond Agricultural Uthour Enquiry, 
1956-57, Vol I, Statement 7.2. 

(2) Labour Bureau, RLE. 1963-65^ 
Final Report, Table S.l. 

(3) Labour Bureau, RLE 1974-75, 
Summary Report on Income and 
Consumption Expendiiute of Ruial 
Labour Households, Table 2.2. 
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Table 11: Average Annual Household Ino^e of Rural Labour Households from All 

Sou'rces 

{Rupees) 

States 

All India 
Andhra Pradesh 
Bihar 
Oujarat 
Kamataha 
Kerala 
Maharashtra 
Madhya Pradesh 
Orissa 

PuRjab/Haryana 
Rajasthan 
Ihinil Nadu 
Uttar Pradesh 
West Bengal 

Note: Estimates for Gujarat and Maharashtra'19S6-S7 have been obtained from Eleventh 

and Twelfth Rounds of the NSS. It has been adjusted for the difference between 
the estimates in the NSS Report and the Second ALE Report. They refer to 
agricultural labour households only. 

Sources:. (1) NSSO llth and 12th Rounds, 1956-57, Number .5.1, Tables with Notes on H'agi’s, 
Employment, Income and Indebtedness of Agricultural Labour Household.^, in Rural 
Areas, Table 11. 

(2) Labour Bureau, Agricultural Labour in India, Report on the Second Agricultural 
labour Enquiry, 1956-57, Vol I, Statement 7.1. 

(3) Same as sources 2 and 3 in Table 10. 

Tabie 12: Average ANNUAt Rfai Housi-hui.d Incomi- or Rurai I.AiKtuR Houskikhds from 

At 1 Sources 

(Rupees) 


1956-57 

1963-64 

1974-75 

437 

695 

1882 

426 

659 

1523 

420 

654 

1966 

477 

997 

2266 

486 

715 

1790 

437 

891 

2171 

436 

816 

1863 

336 

4% 

1592 

319 

616 

1300 

731 

8% 

2970 

336 

1158 

2367 

375 

597 

1721 

373 

585 

1970 

657 

— 

1935 


States 

1956-57 

All India 

__ 

Andhra Pradesh 

484 

Bihar 

452 

Gujarat 

430 

Karnataka 

552 

Kerala 

470 

Madhya Pradesh 

3.39 

Maharashtra 

393 

Orissa 

310 

Punjab/Haryana 

778 

Rajasthan 

35(1 

Tamil Nadu 

- 

Uttar Pradesh 


West Bengal 

677 

Source: Computed from Tables 8 and 11. 


IV 

Conclusions 

This paper has reviewed the changes in the 
economic conditions of agricultural 
labourers in rural labour households during 
1956-78. In the context of the debate on the 
changing conditions of agricultural 
labourers one might be tempted to conclude 
j that there was an improvement in the stan¬ 
dard of living of agricultural labourers dur- 
<■ ing the period of study. However, the year 
to year fluctuations in real earnings of these 
labourers indicate that casual workers in 
agriculture are a very vulnerable section of 
the population. Variations in total agricul¬ 
tural output and consumer prices have an 
immediate effect on the sundard of living 
of this section of the population who ate on 
the threshold of poverty. It also needs to be 
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1963-64 1974-75 


486 

511 

527 

473 

436 

610 

750 

710 

490 

520 

675 

567 

3.57 

384 

540 

512 

431 

327 

645 

881 

877 

641 

432 

425 

357 

521 


572 


noted that the choice of end points for com¬ 
parison determines the conclusions regar¬ 
ding the changes (improvement or deteriora¬ 
tion) in the economic situation of agricul¬ 
tural labourers. The links between aggr^ate 
output, price levels and standard of living 
of labour households, and their impact on 
employment and incomes of agricultural 
labourers need to be borne in mind while 
drawing any conclusions using data on only 
two time points. 

The fact that annual household real in¬ 
come of agricultural labourers was more or 
less stable over the period of study may also 
be mistaken as a sign of improvement in the 
economic situation of these workers. 
However, we observed at least two strategies 
adopted by the labour households to main¬ 
tain their real income levels in a year of scar¬ 
city. In a year of poor agricultufal output 

1988 


persons generally outside the labour forces 
such as women, entered the work force. 
Secondly, the proportion of non-wage and 
non-agrkultur^ income of these households 
was higher in such a year, that is, these 
households undertook some form of self- 
employment and non-^igricultural work to 
earn a living. 

Finally, it was observed that female annual 
money and real wage earnings rose faster 
than those of males during the periods of 
enquiry. While this again may appear as an 
improvement in the female economic posi¬ 
tion, one must keep in mind the fact that 
the absolute female average earnings have 
been far below the male earnings since 
1956-57 and the differences have been main¬ 
tained over the two decades. Moreover, the 
entry and exit of women from the work force 
appear to be dependent on the fluctuating 
income level of the household. To the extent 
that this is true, the decision to participate 
in the work force is probably outside the 
control of women themselves. The primary 
consideration seems to be the economic 
benefits for the household as a whole, whose 
situation is essentially unstable from year to 
year. 

Notes 

[This paper is a revi.sed version of a part of the 
author's PhD thesis titled 'Female Participa¬ 
tion in Indian Agriculture' submitted to the 
Gujarat University in May 1988. The author 
is extremely grateful for constant guidance and 
encouragement to Pravin Visaria who super 
vised the dissertation.) 

1 Data from the first ALE are not comparable 
with data from the second ALE due to 
change in the criterion Tor identifying 
agricultural labour households from work to 
income and arc hence not used in the 
analysis. In the first ALE the criterion for 
identifying an agricultural labour houwhold 
was whether the head of the household or 
50 per cent or more earners reported 
agricultural labour as their main occupation. 
In the second ALE and later RLEs, however, 
agricultural labour households were iden¬ 
tified on the basis of their deriving a major 
portion of this income from agricultural 
labour (Ran, 1962: SO). 

2 All the data presented for 19S6-S7 refer to 
agricultuial labour households only. EPRs 
ate estimated indirectly using information on 
earners per hou.scholds and average size of 
household given in the enquiries. While the 
first two RI.Es give estimates of earners per 
household, the second ALE gives estimates 
only of wage earners per household, i e, in¬ 
formation on earners other than wage 
earners are not available. This would render 
EPR.s between 1956-57 and the later RLEs 
non-comparable. Therefore the EPRs for 
1956-57 are computed indirectly by assum¬ 
ing the ratio of wage-earners (WE) to earners 
(F.) in agricultural labour households cons¬ 
tant for the tw[o years 1956-57 and 1964-65, 

WEI « I WE 

E 1 1964-65 E 1956-57 
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EPR$ were also not available by sex for 
1956-57. 

3 In the second ALE and Hrst two RLEs, the 
usual occupation of a person was identified 
as the gainful occu|»tion whicii he usually 
pursued irrespective of what he ina5 be ckung 
at the time of interview or dunng the 
reference period of the preceding week. In 
the RLE of 1977-78 however, the ‘major time? 
criterion was introduced. A person’s usual 
occupation was identified as the occupation 
he pursued over the major time of the 365 
days preceding the date of interview. This 
change in the definition is likely to have 
reduced the number of usually occupied per¬ 
sons captured in the RLE 1977-78. The 
changes observed in WPRs between the 
earlier ALE/RLE and RLE 1977-78 have to 
be interpreted keeping this limitation in view. 

4 In the second ALE and later RI..Es, the time 
spent on different economic activities in 
which the members of the household were 
engaged during a refemnee period of one 
week was recorded in ierms of number of 
days for which a particular activity, was pur¬ 
sued. Intensity of employment was also taken 
into consideration. In the second ALE and 
first two RLEs a full days work meant three- 
fourths or more of the normal working 
hours. One-fourth or more and less than 
three-fourths of the normal hours was con¬ 
sidered as work with 'half intensity. Less 
than one-fourth was recorded as ‘nominal’ 
with one-eighth intensity and ‘nil’ intensity 
.signified no work during the reference period 
fUbour Bureau. 1973, R1..E 1963-65: 15). 
The days of employment with varying inten¬ 
sities were aggregated into days of full inten¬ 
sity work. In the RLE of 1977-78, however, 
the intensity of work was defined only in 
terms of full and half day ‘intensities'. The 
concept of ‘nominal’ intensity was dispensed 
with. A person was considned as working 
for the entire day if he had worked for four 
hours or more on the day. If he had worked 
one hour or more but less than four hours 
he was considered working for half day. 

5 Oaia on employment in the second ALE and 
first two RLEs related to full days of employ¬ 
ment available per agricultural labourer in 
agricultural/rurai labour households in a full 
agricultural year. The RLE of 1977-78, 
however, gives the distribution of e.stimated 
number of person-days per day of gainfully 
employed persons. This has been converted 
into full days of employment per agricultural 
labourer in a year in a region, Xi, to mtikc 
them comparable with earlier ALE/RLEs 
The following method was used for this 
purpose. 

(D UAL,) X 365 ^ where 
AL.' 

DUAL, Person-days per day of usually 

occupied agricultural labourers, 
and 

AL, Total number of agricultural 

labourers in the region. 

6 The ALE/Rl.Es do not report wage rates for 
agricultural operations. They provide infor¬ 
mation on average daily wage earnings of 
agricultural labourers. Information on ear¬ 
nings was recorded for a week for each of 
the activities in which usually occupiet^ 
members of the household were engaged in 


as wage paid lafeuren. The avogge daily 
earnings was arrived at by dividing the ag¬ 
gregate earnings for eadi activity by the cor- 
raponding number of days of em^oyment 
with full intensity in that activity. Payments 
in kind are valued at wholesale prices In the 
second ALE and later RLEs (Labour 
Bureau, 1973, RLE 1963-65:26). These data 
therefore do not relate to the prevailing wage 
rate in a region, but show only an average 
based on the days of employment and the 
total wage income. 

7 Average daily money wage earnings in 
1956-57 referred to casual agricultural 
labourers in agricultural labour households 
only. The attached agricultural labourers 
were paid for the duration of the working 
season or the contract agreement period and 
their daily wage would be difficult to 
estimate. 

8 In 1977-78 the RLE was not conducted 
separately and information was collected for 
a larger sample of labour households in rural 
areas with the Employment-Unemployment 
survey of the 32nd Round. The idea of col¬ 
lecting information on income of these 
households was, however, dropped. Hence 
data on total annual income of labour 
households were available only for 1956-57, 
1964-65, and 1974-75. 

9 There is a strong negative correlation between 
the average household income (both money 
and real) of agricultural labour household.s 
and EPRs of both sexes together in 1956-57. 
(Correlation coefficient was -0.62 and 
-0.60, re.spectively, significant at five per 
cent level). 
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Pofc'ssional 


An important characteristic of modern societies is that their development is often 
synonymous with the development of formal organisations in every mapr field of 
activity. The more a society becomes organised, the more its socio-economic and 
political growth becomes susceptible to the dynamics that govern relations between 
these organisations. Pubic organisations in India play a significant rote not only in terms 
of governance and regulation, but also in social and economic development. A study 
of inter-organisational relations as attempted by Prof Chaturvedi, is important not only 
for the understanding of inter-agency systems, structures, plans and attitudes that 
promote cooperation but also for the examinatpn of a fundamental question; should 
such agencies be created in the form in which they are, or should a different logic 
govern their design’ 
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Efficiency of Investments in IRDP 

A Study of Uttar Pradesh 

C H Hanumantha Rao 
P Rangaawamy 

This paper attempts to evaluate the Integrated Rural Development Programme (IRDP) and examines whether 
the programme can be justified in the tight of the two major concerns of the recent debate on the subject, viz, 
the rfficiency of IRDP investments for the poorest of the poor and the magnitude of increase in their income 
from these assets, regardless of whether or not they are able to cross the poverty line. 


Introduction 

THE recent debate on the Integrated Rural 
Development Programme (IRDP) as a policy 
intervention for the alleviation of rural 
poverty has focused attention on two major 
issues: First, it has been argued that the 
poorest of the poor in rural areas may have 
neither the skills, nor the capacity lo bear 
the risks, necessary for undertaking asset- 
oriented activities under IRDP. It was, 
therefore, feared that leakages from such 
investments and the rate of default in the 
repayment of loans would be high for the 
poorest of the poor. On account of this, it 
was suggested that greater reliance on the 
provision of wage-employment for them 
may be a better strategy than the endowment 
of income-earning assets under IRDP.' 
Second, on the basis of the results from a 
number of surveys, it was pointed out that 
a very small proportion of IRDP assisted 
families could in fact cross the poverty 
lines.^ This was generally interpreted as 
signifying the failure of the programme to 
fulfil its objective on account of the alleged 
insufficiencies and leakages. It was overlook¬ 
ed that even if the programme is efficient 
in terms of the realised capital-output ratio, 
the scale of investment per family is impor¬ 
tant, particularly for households with very 
low'incoine levels, for determining whether 
they would in fact be able to cross 'he pover¬ 
ty line. Besides, even in eases where despite 
the efficiency of the programme the house¬ 
holds fail to cross the poverty line, the in¬ 
come increases could be significant enough 
to justify the programme.' 

In this paper we attempt to evaluate IRDP 
and examine whether the programme can be 
justified in the light of the two major con¬ 
cerns of the recent debate outlined above, 
viz, the efficiency of IRDP investments for 
the poorest of the poor and the magnitude 
of increase in their income from these assets 
regardless of whether or not they are able 
to cross the poverty line. 

THE Data 

This study relates to Uttar Pradesh and 
is based on the data from the Concurrent 
Evaluation of IRDP undertaken by the 
Department of Rural Development, govern¬ 
ment of India, throughout the country from 
October 19BS to September 1986. The 
department has brought out a numbgr of 


reports based on these data bearing on 
several indicators of performance.^ Kurian 
(1987) has attempted a comprehensive 
analysis of these results for different states.’ 
The present study covers two major in¬ 
dicators of performance not analysed so far 
from these data, viz, incremental capital- 
output ratios for IRDP assets and post¬ 
assistance income increases according to 
initial income levels of beneficiaries. 

Five independent research institutes have 
undertaken the survey work in Uttar 
Pradesh. Since the objective of the present 
study is to examine the economic impact of 
the progranune, the data relating to old 
beneficiaries only have been used (i e, those 
who were assisted at least two years before 
the month of survey). For the purpose of our 
analysis, the state is divided into Hve natural 
or agro-climatically homogeneous regions, 
viz, western, eastern, Himalayan, southern 
(Bundclkhand) and central, as classiried in 
the 39th Round of National Sample Survey. 

The post-assistance reference year for this 
study is the 12-month period immediately 
preceding each survey month, while the pre¬ 
assistance reference year is the one preceding 
the assistance period. There is a clear gap 
of one year between the month of assistance 
and the first month of the post-assistance 
reference year, for stabilisation of benefits 
from IRDP. About five districts were 
surveyed each month so that the-whole state 
was covered during the course of a year. 
Consequently, the post-assistance reference 
years for different districts are spread over 
two-years—from October 1984 to August 
1986, each with a gap of one month. 
Similarly, the pre-assistance years range from 


July 1982 to May 1984. This introduces an 
element of non-comparability of results bet¬ 
ween regions as they are based on different 
reference years, even though all the reference 
years are spread over not more than two 
years. It is well known that 1983-84 (cover¬ 
ing nearly half the number of the pre- 
assistance periods) was an exceptionally 
good agricultural year. In comparison to 
this, the post-assistance periods covering 
1984 to 1986 were not equally good years and 
hence survey figures regarding incremental 
incomes, etc, may somewhat underestimate 
the actual impact of the scheme, as the in¬ 
itial incomes from agriculture would have 
been influenced by the exceptionally good 
weather prevailing in 1983-84. This may not 
be true of the western and southern regions 
since the base period covers 1982-83 for a 
large number of districts in these regions but 
is true of the central and Himalayan regions 
where the base period covered largely 
1983-84. 

Capital OUTPUT Ratios 

To work out the capital-output ratio, the 
actual cost of the asset acquired by the 
beneficiary is divided by the net income 
from the asset. Incomes from other sources 
are not taken into account. According to the 
guidelines issued to the research institutes 
conducting these surveys, the net income 
from an IRDP asset is to be computed by 
deducting from gross income all paid-out 
costs in cash as well as kind, the latter being 
valued at market rates.Payment of loan 
instalment and interest on loan are not 
deducted while computing net income. 


Tmiii 1; iN'RiMiNtAi Cm’iim Oi Raik)s(ICOR) tOR, IRDP Sti lmi-.mn Diiuri ni 
Sl l lORS IN Dil l LRl N1 Rh.IONS OI UP 


•Sector _S£SiPZ!5J2! .yj!. _ . . , , UP 

tVCsIcrn Central Laslvni Southern Himalayan 


Dairy units 

ICOR 

2.76 

2.04 

4.41 

2.10 

2.55 

2.75 

N* 

70 

28 

41 

9 

37 

185 

1 Total Primary 

ICOR 

2.49 

2.12 

3.94 

1.45 

2.47 

2.66 


N 

140 

69 

123 

29 

71 

432 

II Total secondary 

ICOR 

1.19 

0.74 

1.47 

0.50 

' 1.36 

1.05 


N 

34 

31 

30 

1 

1 

97 

III Total leriiary 

ICOR 

1.48 

1.03 

1.25 

1.38 

1.65 

1.31 


N 

1.39 

101 

119 

72 

50 

481 

All sectors 

ICOR 

1.77 

I.I8 

2.08 

1.39 

2.00 

1.66 


N 

313 

201 

272 

102 

122 

1010 


Note: * Number of observations. 
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; The ffigregate Incremema) Capital-Output 
Ratio (ICOR) for all tite schemes in Uttar 
Pradesh turns out to be 1.66 (see Ikbie 1). 
which is close to the assumed ratio of I.S 
for the Sixth Plan and significantly lower 
than 2.7 assumed for the Seventh Plan. Even 


Table 2: Incrlmimai Cmmiai OijirLT 
Ratios (K.’()R) iorSomi Imwikiani 
IRDP StHlMLMN HP 


Scheme 

IfOR 

N 

Agriculture 
fincluding farm/ 

social foreitry) 

1.79 

III 

Irrigation 

4.94 

37 

Tubcwolls 

5.68 

14 

Pumpsets 

4.79 

10 

Animal husbandrv 

:7i 

284 

Dairy uiiiu 

:.75 

185 

Sheep units 

.T.(K) 

22 

Cioai units 

t(l7 

32 

Piggcrs iiinis 

.1.13 

.34 

{ 'otiagi' iiiiluMi ws 

1.2; 

42 

HandltHiiii 

1.40 

19 

HuiidiL'iutts 

0.69 

•J 

1 'illage induuries 

0.94 

55 

Agin hiiscd 

1.09 

19 

Forest b.iscd 

1.44 

7 

Service.', 

1.31 

481 

Repair and 
tnaititeiianee 

workshop 

1.46 

33 

Animal drawn cart 

2.12 

114 

Rickshaw 

0.76 

22 

Tailoring/ktiitiiitg 

0.71 

29 


when output, recorded at currmt prices, is 
adjusted for price rise of around 10 per cent 
in two years, the aggregate ICOR mnains 
at 1.85. Even though the study coven the last 
year of the Sbctb Plan (1984-85) and the first 
year of the Seventh Plan (1985-86), the 
assumed ICOR of 2.7 for the Seventh Plan 
may well turn out to be somewhat on the 
highside. This is to be attributed essentially 
to the low ICORs for the secondary (1.05) 
and tertiary (1.31) activities (see alsoThbie 2) 
when compared to the primary sector acti¬ 
vities (2.66) and the declining importance of 
primary activities under IRDP in the recent 
period as a matter of deliberate policy.’ As 
between different regions, the aggregate 
ICORs both in the eastern and the 
Himalayan regions, which are relatively 
backward in respect of infrastructural 
development, are higher than the average for 
all the regions (Thbie 1).' So far as 
Himalayan region is concra-ned, this could 
be due, in pan, to the relatively high cost 
of assets (see Ikblc II). The relatively low 
ICOR in respect of primary sector activities 
in the southern region, which is also infra- 
structurally backward, may be attributable 
to low man-land ratio and adequate availa¬ 
bility of pastures and grazing lands. 

Ihble 3 presents ICORs for IRDP accor¬ 
ding to the initial or pre-assistance income 
levels of the beneficiaries. The programme 
was meant to assist the poorest of the poor 
and according to the official assessments all 
these beneHciaries had initial incomes below 


Ra 3,500. However, the survey data meal 
that ii^out 30 per cent of benendaries had 
initial incomes dwut Rs 3400 and 10 per 
cent beneficiaries had incomes abm 
Rs 4,800 including a few even with incomes 
above Rs 6,400 which is the poverty line 
adopted for the Seventh Plan (see DtlUe 3). 
The ICORs for the lowest three income 
groups (i e, below Rs 4,800) axe lower than 
for the last two higher income groups. This 
is particularly true of the primary sector ac¬ 
tivities, despite the faetthat the poorest of 
the poor suiTer from handicaps sudi as shor¬ 
tage of land and working capital. 

However, the composition of assets could 
be different between different regions and 
among various income groups even within 
each sector. We, therefore, estimated K^Rs 
for the much debated dairy units—the single 
largest sector in terms of the number of 
ob.servations. They show higher than average 
ICOR for the eastern region and for upper 
income groups, thus broadly confirming the 
above conclusions (see Tkbles 1 and 3). 

ACCESS m Working Capital, 

PROPORrioN OF Assets Intact 

AND REBWMENT of LOANS 

Over three-fourth of beneficiaries did not 
get any working capital as part of the IRDP 
as.sistance (Table 4). The proportion not get¬ 
ting any working capital assistance is as high 
as 95 per cent in the case of primary ac¬ 
tivities. As between different regions, the 
proportion of beneficiaries getting working 
capital is lowest for the Himalayan region 
(about IS per cent) where none of the 
beneficiaries under primary sector activities 
got working capital. High capital-output 
ratios for primary activities^may, therefore, 
be explained partly by the inadequate 
availability of working capital. 

Some beneficiaries may not need any 
working capital. In general, beneficiaries 
with lower income and resource position 
may be in greater need for working capital. 
The poorest of the poor—who need working 
capital most—account for the lowest percen¬ 
tage of beneficiaries assisted (Table S). The 
proportion of beneficiaries receiving work¬ 
ing capital assistance increases with the rise 
in the initial income level of the bene¬ 
ficiaries, regardless of the nature of 
activities. 

A rea.sonabiy large percentage of IRDP 
assets (76 per cent) is found to be intact with 
beneficiaries (Table 6). although, as can be 
expected, the economically backward regions 
like the eastern and the Himalayan regions 
show a relatively poor performance in this 
respect. The proportion of assets intact is 
relatively lower (71.5) in the case of primary 
assets as these are more risk-prone This is 
particularly so in respect of animal husban¬ 
dry in which case the proportion of assets 
intact is the lowest (see 'RiUe 7)—presumably 
because of rjskiness as well as their 
vulnerability ta leakages.’ 

However, even in respect of •primary 
assets, the performance of the poomt of the 


Tabu 3: Iniriminfm CapiiaiOi'ti’ui RATins(ICOR) iok IRDP Sfhimls akordim.to 
Initiai Incomksof Bcnijictahii'S. HP 


Sector 




Initial Income Croup (Rs) 



0-2265 

2266-3500 3501-4800 4801-64(8) Above 

All 






6400 


Dairy units 

ICOR 

3.55 

2.28 

3.9.3 3.01 

3.66 

2.77 


N 

35 

l(X) 

.35 11 

10 

191 

Total Primary 

ICOR 

3.16 

2.17 

2.91 4.81 

3.86 

2.6(. 


N 

70 

234 

85 29 

27 

445 

Secondary 

ICOR 

1.23 

0.90 

1.16 1.56 

0.83 

l.(8i 


N 

27 

45 

19 6 

2 

99 

Tertiary 

ICOR 

1.49 

1.47 

1.01 0.92 

1.35 

I.3I 


N 

82 

271 

104 24 

25 

506 

All 

ICOR 

1.88 

1.02 

1.40 1.96 

2.25 

1.66 


N 

179 

5.50 

208 59 

.54 

10.50 

Tmiii 4: PiRi 

IN|.\»..I Ol Bl Ml K KRUS tit 1 fINl. WoRKINL, CM’HAI 

AS Part oi 

Assimami 



.SMOMi DiHT RlNf RU.IONS 



Secloi 

Western 

Central 

Eastern Southern 

Himalayan 

HP 

1 Primary 

10.0 


2.9 

3.3 6.9 

0.0 

5.1 

il Secondary 

38.2 


74.2 

40.7 0.0 

100,0 

52,6 

111 Tcrtiaty 

26.6 


36.6 

47 9 25.0 

34.0 

.34.5 

All sectors 

20.5 


30.9 

27.6 19.6 

14.8 

23.7 

T.\Bll-.5: PlKlLMVll Ol BENrrUTARIIS GintNO WORKINO Cawiai 

AS Pari or 

AS.SIS1ANtE 



ASKiNci Imomi GROI.'PS 



Sector 



Initial Income Croups (Rs) 



0-2265 

2266-3500 3501-4800 4801-6400 

Abos'e 6400 

All 

1 Primary 

1.4 


6.0 

1.2 13.8 

7.4 

4.9 

II Secondary 

29.6 


57.8 

63.2 50.0 

100.0 

51.5 

III Tertiary 

29,3 


29.2 

46.2 50.0 

56.0 

35.0 

All .sectors 

18.4 


21.6 

29.3 ,32.2 

33.3 

23.8 
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Tabu 6: Percentaoe of Beneficiaries with Assets Intact in Qiffeiont Regions 


Sector 

Western 

Central 

1 Primary 

72.1 

78.3 

n Secondary 

91.2 

80.7 

III Tkrtiary 

82.7 

82.2 

All sectors 

78.9 

80.6 


pooris better (74 per cent intact as against 
63 per cent for the upper income group; see 
Ihble 8). It appears that the poor place a 
higher economic value on these assets as 
sources of income which are also highly 
labour-using, than the better-off sections for 
whom sources other than animal husbandry 
may be economically more viable. Con¬ 
siderations of higher economic value of 
these assets for the poor appear to outweigh 
the effects of the latter’s low staying power 
arising from low level of income and 
riskiness of assets. 

Performance in regard to the repayment 
of loans depends partly on the capacity to 
repiQr which is determined by the productivi¬ 
ty of the scheme itself apart from the wealth 
position of the household. Willingness to 
repay (or power to evade) is also an impor¬ 
tant factor influencing the repayment pei- 
formance. The percentage of amount over¬ 
due to the amount of loan taken by IRUP 
beneficiaries as-a whole is around 23 per cent 
(Thble 9) which can not be regarded as too 
high considering the nature of activities and 
the low income levels of the large majority 
of beneficiaries.'® Surprisingly, the percen¬ 
tage of loan overdue is lowest (10.7 per cent) 
for the Himalayan region, despite the shor¬ 
tage of working capital and relatively high 
capital-output ratios for the schemes observ¬ 
ed earlier. 

1 he amount of loan per IRDP beneficiary 
household increases with the increase in the 
level of household income (see Table 10). 
presumably because of the higher creditwor¬ 
thiness of Jhe latter. However, their repay¬ 
ment performance is no better than that of 
the low income groups. For instance, the 
percenuge of overdues to loans is as high 
as 25.6 per cent (higher than the average of 
23 per cent for all income groups) for the 
households with income above Rs 6,400, 
which can perhaps be explained more by 
their power to evade than by the lack of 
capacity to repay. There is no systematic 
variation in the ratio of overdues to loans 
taken in relation to the level of household 
income, indicating that the repayment per¬ 
formance of the iKTor is not inferior to the 
performance of the upper income groups. 

Increase in Incomes 

Post-assistance income of the IRDP 


Eastern 

Southern 

Himalayan 

UP 

65.9 

72.4 

73.)h 

7t,S3 

. 76.7 

100.0 

1004) 

83.5 

73.1 

81.94 

74.0 

79.2 

70.2 

79.4 

73.8 

76.3 


as they are not net of loan repayments'and 
interest charges. Nevertheless, since the con¬ 
cept of net income followed is the same in 
respect of IRDP as well as other sources 
(both in the* pre- and post-assistance 
periods), per cent changes in such incomes 
may approximate to changes in disposable 
incomes. As will be seen later (Ihble 13), 
there has been a decline in incomes of 
households between the pte- and post- 
assistance periods if income from IRDP 
askts is excluded. Therefore, the increa.ses 
in income between these two periods 
reported in Table 11 represent net increases 
which are wholly attributable to IRDP. 

There has been a net increase in incomes 
to the extent of about 33 per cent on account 
of IRDP for all the sample beneficiaries put 
together in Uttar Pradesh (Ihble II). Owing 
largely to favourable capital-output ratios, 
secondary and tertiary sector activities con¬ 
tributed to a- much greater increase in in¬ 
comes than primary sector activities (about 
41 per cent as against 21 per cent increase 
from primary sector activities). As between 
different region.s, the increase in incomes on 
account of primary sector activities is lowest 
in the eastern and the Himalayan regions. 
Their performance is relatively poor in 
respect of secondary and tertiary activities 
also, so that the overall net increase in in¬ 
comes on account of IRDP is significantly 
lower in these regions (around 19 per cent) 
when compared to the average increase of 
around 33 per cent for all regions." This 
may be attributed essentially to the in¬ 
frastructural backwardness of these regions. 

Even though the investment per house¬ 
hold is low for low income beneficiary 
households, the increase in their incomes is 
pioponionatcly greater than for higher in¬ 
come groups. The net increase in income is 
as high as 61 per cent for households with 
initial incomes below Rs 2,265 as against 
only about 10 per cent for households with 
initial incomes above Rs 6,400 (see Ihble 12). 
This may be due largely to the low initial in¬ 
come levels of the poor and also to the low 
ca|Mtal-output ratios for IRDP assets among 
these households. Increase in incomes to the 
extent of 40 to 60 per cent within a short 
period of a year for the poorest of the poor 
can be considered to be substantial and the 
poor themselves may place a very high value 


on sudi increasa in incomes. 

After the endowment of income-earning 
assets under IRDP, one can expect a decline 
in the income of the hou|ehold from other 
sources, especially from wage income. The 
own labour demand and attention needed 
fm new household enterprises may result In 
some withdrawal of labour from activities 
outside one^s own household. Besides, a 
significant rise in the income of the family 
from the new enterprises may itself induce 
the members of the family to withdrew from 
labour hired out earlier for ensuring the 
minimum subsistence income. Howevei^ it is 
also possible that some of the household 
enterprises in operation even before the 
assistance are now shown under IRDP 
because of the assistance received. Even in 
regard to such cases, the income from assets 
could be higher than in the pre-assistance 
period owing to the new investments made 

Tabi-e 7; PrRt r.Ni/u.fc oi- Benutciaries with 

AsM’.i^ Intact for Inoiviouai S('heme.s 


Scheme 

Per Cent Assets 


Intact 

1 Agriculture 

77.5 

1 Pair of bullocks 

78.2 

2 Implements 

66.7 

3 Farm'social forestry 

100.0 

4 Others 

66.7 

II Irrigation 

100.0 

5 Tbbe-wells 

100.0 

6 Pumpsets 

100.0 

7 Dic.sel engine/ 


electric motor 

too.o 

8 Tank irrigation 

100.0 

9 Lift irrigation 

100.0 

10 Others 

100.0 

III Animal husbandry 

65.5 

11 Dairy units 

70.3 

12 Sheep units 

90.9 

13 Goat units 

46.9 

14 Poultry units 

0.0 

IS Piggery units 

44.1 

16 Others 

60.0 

iV Cottage industries 

92.9 

17 Handloom 

89.S 

18 Handicrafts 

85.7 

19 Others 

100.0 

V yUiuge industries 

76.4 

20 Agro-based 

78.9 

21 Animal 


husbandry-based 

100.0 

22 Fore.st nased 

57.1 

23 Mineral based 

100.0 

24 Others 

77.8 

VI Services 

79.2 

25 Repair and main¬ 


tenance workshop 

90.9 

26 Animal drawn cart 

82.5 

27 Rickshaws 

68.2 

28 Taiioring/knitiing 

93.1 

29 Others 

76.0 


beneficiaries from all sources including the Tabu 8: Percentaoe or Beneftciarie.s With Assets Intact according to Income Grouhs 


IRDP assets is compared with the pre¬ 
assistance income from all sources for ar¬ 
riving at the estimates of increare in income 
As mentioned earlier, these incomes are net 
of paid-out costs. Net incomes so computed 
include the remuneration for family labour. 
They do not represent disposable incomes 


Sector 

0-2265 

2266-3500 

3501-4800 

4801-6400 

Above 6400 

Alt 

I Primary 

74.3 

72.7 

69.4 

69.0 

63.0 

71.5 

II Secondary. 

'74.1 

84.4 

89.5 

100.0 

S0.0 

82.8 

Ill Tertiary 

68.3 

80.4 

86.5 

79.2 

72.0 

79.3 

All sectors 

71.5 

77.5 

79.8 

76.3 

66.7 

76.3 
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THE NAME THAT SPELLS GROWTH 


SFtC-one ttf tfit hMKKng 
fertiSscr fflwuiietti^ 
growing into eiraior bidusMirf 
rann;inindi«. 

SHiC maiteu mtiltons of tonnei 
of and faige quantities 

of a (>tant gtowdi rewlator m 
over 12 SJatej in liwia thwefay 
increasmK asncuftutOl 
prodiKton in die eountiy 
Mibstantialiy 

FoNowinKfhoheaiteningsucce&s 
m the agncuttUFW fietd, SfIC ha$ 
divenifled into vanous otha^ 
chancnging fields* Shipping 
Computet Tapes, Diskettes & 
tC packaging Pharmaceuticals 
Bio-tec h and Chemicals such as 
Linear Alkyl Benzene, Aluminium 
Fluonde and Aromatics - to 
name a few * 

With the expenencc acquired 
over the years SMO - a Division 


of SPIC - has emerged as a 
maior protect consultancy 
and turnkey contracting 
group offenng Its expertise in 
the areas of project installation, 
erection commisstoniRg add 
maintenance in mdustnes as 
varied as Petrochemicafs» 
Chemicals Femliser^ Oil and 
Cas, Power Engineering, etc In 
coUaboration with Its mteN 
national associates, SMQ brings 
modem state of ait techrvbio%r 
m project services, right fmm 
concept to commissiontng 

SPIC promises a ejowmg future 
for million of familrs SPiCisnow 
set on the road to greater 
involvement wrth India's indus* 
trial develt^ent A prosperous 
future for SPIC and indeecLfor 
the Nation 


Growth ». bountiful growth is our business. 


SOUTHERN PETROCHEMICAL 
INDUSTRIES CORPORATION LIMITED^ 

97. Mount Road, Cuindy, Madras - 600 032 
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Tabu 9 

Sbctob and Rcoionwisc Loan and Ovebdues 



ector 

Astern 

Central 

Eastern 

Southern Hunah^ 

All 

I Prtmary 







Amount of loan 

2994 

2260 

3177 

2690 

3068 

2920 

Amoum of overdues 
Per cent of overdues 

617 

557 

800 

386 

284 

603 

to loan 

J Secondary 

206 

246 

25 2 

21 8 

93 

207 

Amount of loan 

2802 

1804 

1576 

1000 

1500 

2072 

Amoum oi overdues 
Per cent of overdues 

338 

157 

683 

0 

0 

380 

to loan 

II Tiriiarv 

121 

87 

43 3 

— 

— 

— 

Amount of loan 

3304 

2312 

1906 

3329 

3710 

2790 

Amount of overdues 
Per ent of ovciduev 

7S7 

820 

710 

722 

462 

723 

to loan 

22 9 

35 5 

37 3 

217 

12 5 

25 9 

Alt sectors 

Amount of loan 

3111 

2216 

2444 

3125 

31)8 

2780 

Amount of overdues 

649 

628 

747 

676 

353 

638 

Per cent of overdues to loan 20 9 

28 3 

30 6 

21 6 

10'' 

22 9 

ABirlO Peat tNIATl (H Ovi Kill IsrollvVN VdIKOINt KlSU KIRS VNUINIIIM InCOMI CiKOllS 

ector Particulars 



Initial Income Orouns 




0 226S 

226f. 

3501 

4801 

Above 

Ml 



1S00 

4800 

6100 

(*um 

(iinups 

I Primary 







Amount ol loan 

2481 

278"’ 

2640 

4425 

4294 

ym 

Amount of ovciduiv 
Per cent of overdues 

S24 

180 

562 

6'1 

1034 

601 

to loan 

21 1 

20 8 

21 3 

15 2 

24 1 

20 7 

11 Secondary 







Amount ol loan 

1397 

2336 

2172 

3222 

1017 

2(P6 

Amount of nveiducs 
Per ktnl ot oveiduLs 

39S 

173 

667 

1122 

0 

382 

to loan 

28 3 

74 

30 7 

34 8 

0 

18 4 

11 7eniar\ 







Amount of loan 

2118 

nil 

2741 

2256 

2MA 

2840 

Amount ot overdues 
Per cent of ovcrduis 

S97 

751 

807 

602 

697 

728 

to loan 

2<8 

24 0 

29 4 

26 7 

29 5 

25 6 

AH sectors 

Amount of loan 

2243 

2920 

2fi48 

3421 

3279 

2797 

Amoum of ove'duev 
Per cent of overdues 

S18 

fll 

694 

689 

840 

642 

to loan 

24 0 

216 

26 2 

201 

25 6 

23 0 

Tahii U Invriasi 

InINIOMI 111 

IRDP Bi Nil Id ARMS StfOKDINC 

K Rl ( IONS 


AM) S< III Mrs IN UP 




lutor 



Region 




IVtstiin 

C entral 

Eutslein 

Southern Himalayan 

UP 

I Pitman 







< ost ol asset 

2886 

2753 

1759 

2463 

2959 

3097 

Pre assistance income 
Per cent increase 

3126 

2826 

45)0 

3098 

2639 

3390 

II income 

28 1 

47 8 

100 

36 2 

48 

214 

11 Secondary 







Cusi of asset 

223S 

2147 

2262 

1000 

1500 

2195 

Pre assistance income 
Per cent increase 

2818 

2809 

3405 

3000 

2900 

2999 

in mcome 

34 8 

59 8 

29 4 

667 

103 

405 

11 Tertiary 







Cost ot assei 

3082 

3048 

2385 

2640 

3716 

2902 

Pre assistance income 
Per cent increase 

3177 

3164 

4106 

3134 

2898 

3369 

in income 

418 

63 0 

27 5 

409 

38 6 

41 4 

AH sectors 

Cost of asset 

2902 

2808 

2993 

2574 

3237 

2918 

Pre assistance income 
Per cent increase 

3113 

2993 

4212 

3)23 

2747 

3342 

in mcome 

35 0 

58 ( 

19 2 

39 9 

19 5 

326 


in the Gomplememiiy equipment and inputs. 

In any case, such situations am iikely to 
result m a significant drop m income 
reported from sources other than IRDP. 

Ihble 13 shows that for the sample 
beneficianet, on an average, there n a decline 
in incomes from other sources to the extent 
of around 20 per cent The decline is highest 
(about 40 per cent) m the case of HimaUyan 
region followed by central region (21S per 
cent) Pre-assistance income per housdiold 
was the lowest in the Himalayan n^on 
followed by central region (‘bble 11) It is 
likely that the pressures on the labour of the 
fctmdy for ensuring mimmum subsistence are 
eased to a certain extent in these regions 
(consequent on the availability of IRDP 
assets), leading to the greater withdrawal of 
wage labour fiom outside the household 
enterprise Further, as mentioned m the 
beginning, the base period for these two 
legions covered largely 1963-84, when excep¬ 
tionally favourable weather conditions 
prevailed resulting in higher than normal 
output horn agriculture, better employment 
opportunities and wages A good part of the 
observed dcxiinc in incomes (trom sources 
other than IRDP) in these two regions mav, 
therclorc be explained bv the excepUonally 
good weather prevailing in base year, i e, 
1983 84 

What pari of income from IROP merely 
substitutes foi the detune in income from 
other sources and what part represents a net 
addition to household income^ Tible 14 
shows that neatly 38 pc. cent of IRDP m- 
come substitutes toi the decline in income 
trom other sources This proportion is 
highest (67 per cent) for the Himalayan 
region iollowed by the eastern region (44 per 
cent) Ihus tor the Himalqyan region only 
about one thud or the income from IRDP 
assets represents net addition to the 
household income However, for reasons 
discussed earlier, if we exclude the experience 
ot the Himalayan, eastern and central 
regions and consider the results for the 
western and southern regions, it appears that 
about onc-third of the income from IRDP 
assets was necessary merely to offset the 
decline in income of the households from 
other sources and netuly two-thirds of the 
IRDP income represent^ a net addition to 
the household income 

It IS interesting to observe that the 
magnitude of such substitution is greater for 
upper income groups thiui lor the lower in¬ 
come groups, the proportion ot IRDP m- 
come substituting for the decline m income 
from other sources being lowest (16.6 per 
cent) for the lowest income group (see 
Ikble IS) This is understandable because dm 
relatively better-off sections can aflbid to 
withdraw from sources outside the house¬ 
hold Besides, such households may not have 
as much surplus labour as the poorest of the 
poor Further, insofar as there exist leakages, 

I e, some of the pre-assistance activities are 
shown under IRDP in the post-assistance 
period, the proportion of IRDP income that 
substitutes for decline m mcome from other 
sources is likely to be higher. The figures m 

Mi 
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Ikble 15 suggest Uut such leakages, if aiqr, 
could not have been greater among tife 
poorest of the poor households when com¬ 
pared to the upper income groups whose 
asset position can be expected to.be better 
in the pie-assistance period providing greater 
scope for such .leal^es. 

How important is the income from IRDP 
in relation to the total income of the 


housdiold in the po^-assistanoe period? Bor 
Uttar Pradesh, on an avdrage—for all 
regions and schemes togetli^r^tROP con- 
tribtrtes to aboid 40 per cent of total income 
of the hottsdiold in the post-assistance 
period (Ihble Id). In the case of secondary 
sector activities the contribution of IRDP 
to household income is as much as 50 per 
cent, primary sector activities accounting for 


the lowest share (2S per cart). Eveii in the 
Himali^ region, udiere the perfotmance 
of IRDP seems to be relatively mefndent, 
its contribution to total hous^old income 
is nearly SO per cent'^ The significance of 
IRDP is to be understood in a relative sense 
iis a backward regioii where other sources 
of income are not important.'^ This pro¬ 
bably accounts for the demand for IRDP 
assets despite the inefficiencies in the opera¬ 
tion of the programme. 

In the case of secondary sector activities, 
IRDP accounts for nearly 50-64 per cent of 
total income of the beneficiary households 
in the western and central regions, which 
may be explained by higher level of overall 
development of these regions resulting in 
favourable demand as well as production 
and market infrastructure In the case of ter¬ 
tiary activities, even the Himalayan region 
shows higher contribution (56 per cent) to 
total household income. Ihrtiary sector 
activities may not be as much limited by 
market infrastructure as secondary sector 
activities at this stage of development. 

The contribution of IRDP is between 
40-4S per cent to total income in the case 
.of low income groups as against 20-30 per 
cent for the two upper income groups. The 
contribution of IRDP to the incomes of the 
poor is as much as 50-55 per cent in the case 
of tertiary activities followed by secondary 
and primary sector activities (see Table 17). 
This underscores the importance of IRDP, 
particularly, the secondary and tertiary sec¬ 
tor activities, for the poorest of the poor, 
who hardly have any land base. Without the 
IRDP their incomes would have been subs¬ 
tantially lower than their existing incomes, 
especially for those receiving assistance for 
the secondary and tertiary sector activities. 

Propokhon of Buneficiaries Crossing 
THE Poverty Line 

f or the Sixth Plan period, .the poorest of 
the poor hou.seholds were defined as those 
with incomes below Rs 3,500. The guidelines 
therefore stipulated that only such hou.se- 
holds should be assisted under the IRDP 
with a view to enabling them to cross the 
poverty level. The updated poverty line for 
the rural areas for the Seventh Plan period 
is R$ 6,400. The ability of a household to 
cross the poverty line depends on the level 
of its initial income and the size of invest¬ 
ment under IRDP. The larger the initial in¬ 
come level of a household, the greater the 
probability that the household may cross the 
poverty line. Similarly, other things remain¬ 
ing equal, the higher the level of investment 
per houxhold under IRDP, the greater the 
chantx that it may cross the poverty line. We 
have seen that the level of investment per 
beneficiary household among the poorest of 
the poor is low and increases with the in¬ 
crease in the inititd income of the bene¬ 
ficiary, thus improving further the probabili¬ 
ty of the upper income groups crossing the 
poverty line. 

As many as 49 per cent of the eligiblr 


Table 12: Increa.se in iNarMES of IRDP Beneficiaries according to Initial Incomes in 

Uttar Pradesh 

Sector Initial Income Groups (Rs) 


0-2265 

2266- 

3500 

3501- 

4800 

4801- 

6400 

Above 

6400 

All 

1 Primary 

Cost of asset 

2859 

2843 

2890 

4555 

4722 

3080 

Pre-assistance income 

1909 

2878 

3864 

5424 

8137 

3399 

Per cent increase 
in income 

42.6 

28.2 

7.2 

14.8 

4.9 

20.2 

II Hernndury 

C'osi of asset 

1647 

2147 

2629 

3975 

1250 

2196 

Pre-a.ssisiance income 

1735 

2895 

4026 

5150 

7500 

3025 

Per cent increase 
in income 

78.5 

42.6 

17.9 

33.0 

-6.7 

38.4 

III Teruarv 

Cost of asset 

2650 

3084 

2875 

2621 

29.33 

2941 

Pre-assistance income 

1898 

2947 

.3815 

5575 

8336 

3346 

l*cr cent increase 
in income 

71.5 

47.1 

40.3 

24.0 

15.8 

42.1 

AH sectors 

Cost of asset 

2580 

2905 

2859 

3709 

3765 

2930 

Pre-a.s.si.stancc income 

1878 

2913 

38.54 

5458 

8205 

3338 

Per cent increase 
in income 

61.0 

38.8 

24.6 

20.4 

9.7 

32.3 

Table 13: Dei iine in Incomi raov 

1 Othfr Sources aftlr IRDP Axsisiancl 

Sector 


Rej^ions 


(Per Cent) 

Western 

Central 

Eastern Southern 1 

Himalayan 

UP 

1 Primary 9.0 

1.8* 

11.2 


18.5 

40.5 

13.0 

11 Secondary 31.8 

43.0 

15.8 



27.6 

29.2 

III Tertiary 23.6 

29.9 

19.1 


20.1 

39.2 

24.4 

Ail sectors 17.8 

21.5 

15.0 


19,4 

39.8 

19.8 


Notes: * Increase in income. 

*• No Change. 

Tabi.i- 14: Extent of SiiaMiinrioN oi IROP Iniomi foh Incumi from Other Sources in 

DiEEtRENI RkCiIONSOF UP 


Particulars __ _ R egions 



Western 

Central 

Eastern 

Southern 

Himalayan 

All 

Income from IRDP 

1644 

2380 

1440 

1852 

16.30 

1753 

Decline in income from 

other sourees 

555 

644 

631 

607 

1094 

663 

Decline as per cent 

of IRDP income 

33.8 

27.1 

43.8 

32.8 

67.1 

37.8 


Table 15: Extent of SuasrrniTiON of IRDP Income for Income from Other Sources 
ACC'ORHINO to INCOME CROUES 

Particulars __ Initial Income Groups _ 



0-2265 

2266-3500 

1 

o 

4801-6400 

Above 

6400 

AH' 

Income from IRDP 
Decline in income from 

1373 

1789 

2038 

1889 

1670 

1767 

other sources 

Decline as per cent 

228 

658 

1090 

779 

877 

688 

of IRDP income 

16.6 

.36.8 

53.5 

41.2 

52.5 

38.9 


Economic awl Political Wedety June 25, 19U 





nOHP bttefidaria a c; thow with initial iB- 
comes bdow Rs 3,500) are found to cross 
the Twwty line if lower poverty line (i e; 
Rs 3,300) it conskiered. but only about 5 per 
CHit, if higher poverty line of Rs 6,400 is 
considered (see Thble 18). The performance 
is poor in the Himalayan region on the h ^i«i s 
of both the criteria, because of the iow in¬ 
itial income level and high capital-output 
ratio resulting in smaller net increase in 
incomeL 

As eiq^ected, Thble 19 shows that the pro¬ 
portion of beneficiaries crossing the Gower) 
poverty line is only about 27 per cent among 
the lowest income group as against about 59 
per «nt for the next income group. Among 
these low income groups, the percentage of 
beneficiaries crossing the poverty line is 
distinctly higher for secondary and tertiary 
activities.'^ This underscores the promise 
that these activities hold for the poor under 
the present circumstances. 

SUMMARY AND CONCLUSIONS 

Despite the low level of income and inade¬ 
quate access to working capital, a relatively 
large proportion of IRDP assets under the 
primary sector—which are risk-prone as well 
as leakage-prone—are found to be intact 
among the poorer hoaseholds. This may be 
explained by the economic viability of such 
enterprises for the poor on account of the 
labour-intensity and scale-neutrality of these 
activities as well as the familiarity of the 
poor with the skills needed for running such 
traditional enterprises. Further, despite the 
inadequate access to working capital, the 
capital-output ratios are generally favourable 
for enterprises among the low income house¬ 
holds, presumably on account of high 
labour-intensity of these activities and 
greater personal care and attention that such 
households arc able to devote. 

Inefficiency thus seems to be more an 
inter-regional 'phenomenon than an inter¬ 
income group phenomenon within any 
region. Lack of infrastructure or linkages 
within the less developed regions and shor¬ 
tage of working capital could be the major 
causes of high capital-output ratio apart 
from high cost of capital assets. Favourable 
capital-output ratios and better productivi¬ 
ty performance among the poor beneficiary 
households may explain why their perfor¬ 
mance in respect of repayment of loans is 
not inferior to that of the bettet-off sections. 

There has been some decline in the in¬ 
comes of beneficiary households to the ex¬ 
tent of about 20 per cent from sources other 
than IRDP between the pre and post- 
' assistance periods. Despite this, there has 
; been a net increase in incomes amounting 
to about 33 per cent on account of IRDP. 
Infrastructuraily backward regions like the 
Himalayan and the eastern regions show a 
smaller net increase in incomes attributable 
to IRDP. Consequently, a large part of in¬ 
come generated from IRDP assets in these 
regions merely substitutes for the decline in 
income from other sources. For the infra- 


itructurally developed regions, nearly two- 
thiids of die income Rom IRDP assets npre- 
sents a net addition to household incomes. 

Lower income groups etperience a signifi¬ 
cant increase in incomes to t^e extent of 40 
to 60 per cent despite lower level of 
assistance per household. This is laigdy due 
to lower level of initial income and favourable 
capital-output ratios for enterprises among 
these households. In terms of income gene¬ 
ration, the performance of secondary and 
tertiary activities—particularly the latter— 
has been much better than primary sector 
activitim, especially among the low income 
households and in the infrastructuraily 
developed regions. However, the contribu¬ 
tion of IRDP to lifting the beneficiaries 
above the poverty line depends, apart from 
the efficiency of operation of enterprises, on 
the initial income levels of the households 
and the scale of assistance received. 

Notes 

[The authors are indebted to D Bandopadhyaya, 
former Secretary, Rural Development, Govern¬ 
ment of India, for making available the data 
from the Concurrent Evaluation of IRDP; to 


N J Kurliui. Dltectoi; Department of Rural 
Dev elo pmeBt, for useful discusiiani on the 
data; ai^ to Ite Nadoaal Infannmk Genue to 
processing the data. ITie authon also beneflt- 
ted from discunhMu on an earlier verdon of 
this pimer at a seminar held at the Institute of 
Economic Growth.] 

I Nilaktntha Rath has been a leading eepo- 
iwnt of this idea. See his' 'Oaribi Hatao’: 
Can IRDP Do It?*, Ecotiomk and MUieal 
Weekly. February 9,1985. For a critique of 

Table 18: Percentage of Elioible 
Beneficiaries (with initial incomes 
BELOW Rs 3,500) Crossing the Poverty Line 
IN Different Regions of UP 


Regions 

Poverty Line 

r ■ ' “ ir 

1 Western 

49.8 

5.6 

2 Central 

71.8 

6.7 

3 Eastern 

30.5 

3.4 

4 Southern 

70.7 

4.9 

5 Himalayan 

23.4 

0.8 

6 U P 

49.4 

4.6 


Mole: Poverty line I = Rs 3,500; Poverty 
line II -- Rs 6,400. 


T.miii 16: Post Assisi anct Incomi iromIRDP Assets and Other Sources in 


Diiiirini Regions 


(Per Cent} 


Sector :Hiuice of 

Po.st-Assi stance 
Income 

Wesrern 


Regions 



Central 

Eastern 

Southern HimalayRn 

Ut» 

1 Primary IRDP assets 

28.9 

31.1 

19.3 

40.2 

43.3 

28.3 

Other sources 

7I.I 

68.9 

80.7 

59.8 

56.7 

71.7 

11 liecondary IRDP assets 

49.4 

64.3 

35.0 

40.0 

34.4 

49.6 

Other sources 

50.6 

3S.V 

65.0 

60.0 

65.6 

50.4 

III Ternary IRDP assets 

46.1 

57.2 

36.6 

43.3 

56.2 

46.5 

Other sources 

53.9 

42.8 

63.4 

56.7 

41.8 

53.5 

All .sectors IRDP a.s.scls 

.T9.i 

50.3 

28.7 

42.4 

49.7 

39.6 

Other sources 

60.9 

49.7 

71.3 

57.6 

30.3 

604 


Tabu 17: Posi Assisianc e Inc umi ekom IRDP Assets and Other Sources according to 

Income Groups 


(Per Cent) 


Sector Source of 

Post-Assistance 
Income 


Initial Inccune Groups (Rs) 


0-2265 

2266- 

3500 

3501- 

4800 

4801- 

6400 

Above 

6400 

All 

Groups 

1 Primary IRDP as.sets 

33.2 

35.5 

24.0 

15.2 

14.3 

28.3 

Other sources 

668 

64.5 

76.0 

84.8 

85.7 

71 ;7 

11 Secondary IRDP assets 

43.4 

58.1 

47.8 

37.2 

21.4 

49.6 

Other sources 

S6.6 

41.9 

52.2 

62.8 

78.6 

30.'4 

111 Tertiary IRDP assets 

54.8 

48.5 

53.3 

41.4 

22.5 

472 

Other sources 

45.2 

51.5 

46.7 

58.6 

77.5 

52.8 

All sectors IRDP assets 

45.4 

44.2 

42.4 

28.8 

18.6 

40.0 

Other sources 

54.6 

55.8 

57.6 

71.2 

81.4 

60.0 


Table 19: Per* eniaue oi Ei igible Benefic iaries (with initial income below Rs 3,500) 
Crossing ihi. Poverty Line According to Initiai Income Groups 


Initial Income 
Groups (Rs) 

Poverty Line 



Sectors 


Primary 

Secondary 

Thrtiary . 

AU 

0-2265 

I 

17.1 

25.9 

36.6 

27.k 


11 

1.4 

3.7 

1.2 

1.7 

2266-3500 

1 

49.6 

64.4 

65.7 

58.7 


11 

2.6 

6.7 

7.7 

3.4 

Total 

1 

42.1 

50.0 

38.9 

?1.0 


11 

2.3 

5.6 

6.2 

4.3 
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this approach, see M L Danttvala, ’Garibi 
Hatao’: Strategy Options’, Economic and 
Poliliced ttkekiy, March 16,1985; and Indira 
Hirssay, ‘Garibi Hatao; Can IRDP Do it?'. 
Economic and Political Weekly, March 30, 
1985. 

2 For a review of studies, see Rath, op cit and 
K Subbarao, ‘Regional Variations in Impact 
of Anti-Poverty Programme: A Review of 
Evidence’. Economic and Political Weekly, 
October 26, 1985. 

3 SutRiarao, op cit. 

4 See for instance. Government of India, 
Ministry of Agriculture, Department of 
Rural Development, Concurrent Evaluation 
of IRDP, The Main Findingi of the Survey 
for October 1985 to September 1986. 

5 N J Kurian, ‘IRDP: How Relevant Is It?’, 
Economic and Political Weekly, Review of 
Agriculture, December 26. 1987. 

6 Ibid. 

7 It may be noted incidentally that the ICOR 
for primary sector turns out to be lower 
than that reported by the PEG study (3.13) 
for the country as a whole, while the ICORs 
for the secondary and tertiary sectors are 
higher than those brought out by the PEO 
study (0.88 and 0.79 respectively). Sec Pro¬ 
gramme Evaluation Organisation, Planning 
Commission, Government of India, Evalua¬ 
tion Report on Integrated Rural Develop¬ 
ment Programme, May 1985. 

8 Subbarao, K (op cit) shows that capital- 
output ratios for the dairy scheme, based 


on IFMR Report, are close to Planning 
Commission’s assumed Tigure of 1.5 in in- 
frasiructurally developed districts, but 
higher in backward districts. A survey by 
P Rangaswamy in a developed district of 
Haryana gives an estimate of 1.91, ICORs 
are ^served to be lower for tertiary sector 
schemes (less than 1.0) than those for the 
primary sector. See his Report on Evalua¬ 
tion of IRDP in Haryana, Agro Economic 
Research Centre, Delhi University, 1988 
Jmiraeo). 

9 According to the study of NABARD ?2 per 
cent of assets in the farm sector were intact 
as again.st 8S per cent, in the non-farm sec¬ 
tor (overall 76 per cent). See their Study of 
Implementation of IRDP, Bombay, 1984. 

10 The per cent of overdues to demand 
reported by NABARD study is 30.8 for all 
India and 33.6 for UP. 

11 PEO study indicates higher magnitudes of 
increase in income for all India—63 per cent 
for tertiary sector schemes and around 42 
per cent for primary and secondary sector 
schemes. The increases are lower in tribal 
and agriculturally less developed area.s for 
primary sector, in hill areas for secondary 
sector and in desert areas for tertiary sec¬ 
tor schemes. 

12 According to the NABARD study, (or 
beneficiaries brought above the poverty line; 
as much as 59 per cent of the post-assisuince 
income on an average for the country, was 


contributed by IRDP assets. This percen¬ 
tage was 69 per cem in UP (2 dittrictsk PEO 
study shows more modest contributions by 
IRPP—25 per cent, 3? per cent and 60 per 
cent in regard to primary, secondary and 
tertiary schemes respectively. The comribu- 
tions of IRDP in the case of all the three 
sectors are, however, less in tribal areas, hill 
areas and agriculturally less developed areas 
compared to more developed regions. 

13 Concurrent Evaluation data show that only 
about 4 per cent of IRDP beneficiaries were 
employed in NREP in UP during the 
reference year. 

14 The above findings are more or less in con¬ 
formity with the findings of the PEOatudy. 
The per cent of beneficiaries crossing the 
poverty line is lower in hill areas and in areas 
with poor administrative infrastructure, 
than the national average. The percentage 
of beneficiaries crossing the poverty line in¬ 
creases with the rise in the initial income 
level of the benefidaries in each region. For 
each income groups, the per cent is higher 
for tertiary and secondary activities than for 
the primary sector, particularly so for the 
lower income groups. The study for 
Haryana by Rangaswamy (op cit) reports 
that the percentage of beneficiaries cross¬ 
ing the poverty line is higher for tertiary 
.schemes than for animal husbandry 
schemes; and higher for relatively highec in¬ 
come groups than for the lower income 
groups. 
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Direct Intervendon Programmes 
for Poverty Alleviation 

An Appraisal 

O Bandyopadhyay 

This paper provides a critical appraisal of the major poverty alleviation programmes like the integrated Rural 
Development Programme (IRDP), the National Rural Employment Programme (NREP) and the Rural Landless 
. Employment Guarantee Programme (RLBGP). In order to make these programmes more effective, the author 
recommends linking them with a programme of land reforms, planning and implementation at the grassroots 
level and a major role for organisations of the rural poor. 


1 

Introduction 

IT may be made clear at the outset that the 
rural development programmes and schemes 
currently underway do not aim at any basic 
structural changes in the agrarian society. 
Within the given social, economic and 
political parameters of the existing situation, 
an attempt is being made to enhance income 
levels and living standards of the poor by 
self and wage employment programmes and 
provision of some degree of social services 
and social consumption through a package 
of schemes for the satisfaction of their 
minimum needs. This process might trigger 
off a chain reaction leading to some basic 
changes depending upon the degree of 
political awareness generated and deter¬ 
mined political intervention to galvanise 
such awareness to achieve any political 
objective. But that would be, if it ever 
happened, a totally unintended fail out of 
this programme. 

in a provocative article, Desai' mentions 
“The struggles of the poor became wide¬ 
spread and took many forms. The evet-alert 
government at the centre fanatically concer¬ 
ned with maintaining ‘law and order’ for the 
smooth functioning of the pro-proprietary 
profit-oriented economy began to analyse 
the nature and causes of agrarian discontent, 
spelling out areas which were considered by 
them as most sensitive ‘trouble spots’ en¬ 
dangering ‘law and order’ as visualised by 
itl’ From this analysis, two policies evolved, 
according to Desai. The first one related to 
administrative and police action tor sup¬ 
pressing the assertions of the poor and 
secondly, '.he new strategy of rural develop¬ 
ment for assuaging ‘a small’ section of the 
poor selectively chosen and throwing a few 
crumbs of relief to them and to prevent ‘a 
kmair section of the middle and small 
peasants operating in dry farming areas 
from being pauperised fuither and making 
them productive by providing a variety of 
specially worked out a.ssisiance and support 
and, thereby, actively absorbing them into 
the mainstream of development. 

Whether one agrees or not with Oesai on 
the motivation of the government to go in 
for rural development of the type that is 


being done in India today, the fact remains 
that the rural poor occasionally exert pres¬ 
sure through specific situations which often 
tend to threaten or undermine the structure. 
The agrarian unrest of the late sixties and 
early seventies provide a telling example. 
Historically there isn’t anything wrong about 
such movements. Tlie fact that the establish¬ 
ment faces these challenges by trying to meet 
the demands if not fully but partly through 
a package of programmes indicate the exis¬ 
tence of u responsive political process. 

Another factor which has not been sharp¬ 
ly articulated is the concern and anxiety of 
the industrial establishment regarding the 
narrow base of the Indian market economy. 
With a vast segment of the rural population 
being outside the market system because of 
abysmally low purchasing power, there is a 
genuine de.sire in these circles about ex¬ 
panding the market base by enhancing the 
income levels of the rural poor. 

Where the rural poor constitute the vast 
masses of the electorate and a potential 
market, the compulsions of survival provide 
the rationale of a programme of rural 
development. Such a programme would not 
obviously be revolutionary in character. It 
would be at its best reformist in nature which 
would try to mitigate miseries or distress of 
the poor while attempting to avoid giving 
shocks to the entire system. This balancing 
act is the politics of rural development in 
India. 

II 

Poverty Profile 

There is a va.st literature in India on the 
definition and measurement of the poverty 
line It is a fascinating subject and a number 
of economists have contributed to it since 
it was .so defined for tlie first time in 1962 
in the Indian context in a paper entitled 
Perspective of Development 1961-76— 
Implication of Planning for a Minimum 
Level of Living, prepared by Pitamber Pant 
for the Planning Commission. The Sixth 
Five Year Plan defined poverty line as the 
mid-point of the monthly per capita expen¬ 
diture class having a daily calorie intake of 
240f< per person in the rural areas and 2100 
in urban areas. For the Sixth Plan, the cut¬ 


off level of expenditure was taken for opera¬ 
tional purposes to be Rs 3.500 though 
according to the calculation, it should have 
been Rs 4,560. it is not known why and how 
a lower figure was accepted- Since nothing 
can be done retro-activciy at this stage, one 
has to go by the figure of Rs 3,500 per 
annum/family for all practical purposes for 
evaluating the performance of different pro¬ 
grammes of the Sixth Plan. For the Seventh 
Five Year Plan, with the ba.se year of 
1984-85, the poverty line has been defined 
in monetary terms as an income of Rs 6,400 
per annum per family. 

A tricky area is the analysis of trend in . 
Indian poverty scene. Historically, if one 
analysed the poverty ratio from 1960-61 (the 
year from which the consumer expenditure 
survey was started on a regular basis) to 
1977-78, one would notice negligible trend 
variation. Rural poverty ratio being some¬ 
what sensitive to food production, inter¬ 
temporal variations could be ^ue to fiuctua- 
tions in food production ahd food avail¬ 
ability. Table I shows the poverty ratio for 
rural area.s between 1960-61 and 1984-85. 


TxBi.r 1: PovEKiY in Rural India 


Vbar 

Poverty 

Ratio 

Rural Persons 
Below Poverty Line 
(Million) 

1960-61 

56.8 

202.21 

1961-62 

56.2 

204.23 

1963-64 

53.8 

203.47 

1964-65 

47.4 

182.68 

1965-66 

49.9 

196.30 

)%6-67 

49.2 

197.05 

1967-68 

45.2 

184.60 

1968-69 

48.4 

201.88 

l%9-70 

46.8 

198.85 

1970-71 

47.8 

207.13 

1972-73 

50.5 

228.26 

1973-74 

47.6 

219.91 

1977-78 

51.5 

254.92 

1979-80 

53.3 

272.00 

(extrapolated) 

1983-84 

40.4 

221.50 

1984-85 

39.9 

222.20 

(extrapolated) 


Souite. Sixth F^P'mOSS and Seventh FYP 
1985-90, Planning Compi>M>o>>> 
Government of India. 
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Commenting on tM overall poverty ratio 
for nearly two decades, the Sixth Five Year 
Plan documoit mentions “on the basis of 
an assessment of several rounds of National 
Sunple Survey of household consumer 
expenditure, it has been observed that nearly 
50 per cent of our population has been living 
below the poverty line continuously for a 
long period” (Sixth FVP1980-85 p 51, para 
3.631. 

A significant point to note in the table is 
that between 1979-80 and 1984-85, poverty 
ratio came down from 53.5 per cent (extra¬ 
polated) to 39.9 per cent (extrapolated), a 
fall of little over 13 per cent points. Such a 
significant fall was not noticed earlier. Ex¬ 
plaining this phenomenon, the Seventh Plan 
document sutes “There is now evidence to 
suggest that process of economic growth and 
anti-poverty programmes have made a signi¬ 
ficant dent in the problem of poverty” 
[Seventh Plan document—Vo) 1, p 32, 
para 3.27]. 

The Seventh Plan begins with a rural 
poverty of 39.9 per cent or 222.2 million 
population below the poverty line. The frac- 
tile division of this population according to 
income classification is given in Table 2. 

If one looks at this table, one has a feeling 


of optimism that, perhaps, the hard core of 
poverty could be eradicated as the magni¬ 
tude is relatively small. In \hV lowest cate¬ 
gory, there are roughly 1 million families. 
In the second lowest group, the number is 
6 million. It is quite within the capability of 
the state to take care of the 7 million families 
both through self and wage employment and 
social security and to remove the ugly 
scourge of misery and distress from the 
national scene. 

Another set of data which is often over¬ 
looked relates to the landholding pattern. 
There is no denying that the most valuable 
productive asset that the rural poor desire 
to own and operate is land. Thble 3 gives the 
comparative position from 1970-71 to 
1980-81 based on the agricultural census. 

What is significant is that the latest agri¬ 
cultural census of 1980-81 shows that 56.5 
per cent of the operational holdings at the 
lowest level account for only 12.2 per cent 
of the area whereas 2.4 per cent large hold¬ 
ings operate 22.8 per cent of the area. The 
average area of a marginal holding is 0.33 
hectare a.s against that of 17.26 hectares for 
the large holdings. The size of holding of 
the large holders is little over 52 times that 
of the marginal holders. Such is the skewed 


Table 2i Fhactilh Division o ^ the Rural Population iiEum the Poverty I.inf 
A croKDiNO TO Income Slaki 


Description 
of Income 
Group 

Income Slabs 
(Rs) 

Number of 
Families 
(Million) 

Distance Between 
the Mid Point of 
Income Slabs 
and Poverty Line 
(Rs) 

Likely level of 
Investment Per 
Family to Reach/ 
Cross the Poverty 
Line at an Esti¬ 
mated COR of 2.7 

Destitutes 

0-2265 

0.99 

(2.23) 

5268 

i4223 

Very very poor 

. 2266-3500 

6.13 

(13.83) 

3518 

9498 

Very poor 

3501-5000 

16.93 

(.18.21) 

2150 

5803 

Poof 

5001-6400 

20.25 

(45.71) 

700 

1890 


Note: (i) Computed from different sources. 

(ii) Figures in parenthesis are percentages. 

Tabi f 3: Pattern of Landholding 


Category and Size Number of Operational Holdings Area Operated 

of Operational_ (Million) _ _ (Million hectares) 


Holdings 

1970-71 

1976-77 

1980-81 

1970-71 

1976-77 

1980-81 

1 

2 

3 

4 

5 

6 

7 

I Marginal 

36.20 

44.52 

50.52 

14.56 

17.51 

19.80 

(below 1 hectare) 

(51.0) 

(54.6) 

(56.5) 

(9.0) 

(10.7) 

(12.2) 

2 Small 

13.43 

14.73 

16.08 

19.28 

20.90 

22.96 

(1-2 hectares) 

(18.9) 

(18.10) 

(18.0) 

(11.9) 

(12.8) 

(14.1) 

3 Semi-medium 

10.68 

11.67 

12.51 

30.00 

32.43 

34.56 

(3-4 hectares) 

(15.0) 

(14.3) 

(14.0) 

(18.5) 

(19.9) 

(21.2) 

4 Medium 

7.93 

8.21 

8.09 

48.24 

49.63 

48.34 

(4-10 hectares) % 

(11.2) 

(10.0) 

(9.1) 

(29.7) 

(30.4) 

(29.7) 

5 Utge * 

2.77 

2.44 

2.15 

50.06 

42.87 

37.13 

abov8MP' 

(3.9) 

(3.0) 

(2.4) 

(30.9) 

(26.2) 

(22.8) 

All categories 

71.01 

81.57 

».35 

162.14 

163.34 

162.79 


(100.0) 

(100.0) 

,i(100.0) 

(100.0) 

(100.0) 

(100.0) 

Note. The Bgures in brackets are percentages of totals in respective columns. The fjgures for 
1980-81 are provisional. 


pattern of land holding, lb this one has to 
add the 1981 population census figure of 
roughly 56 million ^ricultural workers. We 
do not have any census data of landlessness 
but a vast majority of the agricultural 
workers is likely to be landless. There is a 
direct nexus between the rural poverty ratio 
and the landless and marginal landholding. 
A programme which does not take cogni¬ 
sance of this problem and which tries to skirt 
the issue of landlessness and marginal land- 
holding in finding a solution of rural poverty 
is likely to be only partial in its approach. 

Contrary to the normal belief, cidculation 
under certain reasonable assumptions indi¬ 
cate availability of ceiling surplus land of 
around 8 to 9 million hectares, in addition 
to what has been vested so far under the pro¬ 
vision of such ceiling laws of the states which 
is less than 2 per cent of the cultivated area. 
The need and desirability of giving a land 
base to any economic activity or programme 
that may be launched for reduction or 
removal of poverty in the rural areas has not 
yet been fully appreciated or acted upon. It 
is generally accepted that there is a degree 
of correlation between agricultural growth 
and rural poverty ratio. Some significant 
work has been done about this relationship 
between agricultural activity and employ¬ 
ment and income generation. The Sixth Plan 
targeted for agricultural growth of 3.8 per 
cent per annum and the anticipated actuals 
were slightly higher than 4 per cent. The 
Seventh Five Year Plan has projected an 
agricultural growth rate of 4 per cent per 
annum including the foodgrain output 
growth of 3.7 per cent per annum. The 
impact of agricultural growth on employ¬ 
ment and income at a given wage rate can 
be assessed from the observed labour co- 
efilcient (percentage increase in employment 
arising out of one per cent increase in out¬ 
put). From a large number of studies carried 
out in different parts of the country on 
agricultural growth and employment, the 
labour coefficient appears to be around 0.5. 
There are studies which indicated 0.7S under 
traditional technology. But as modern 
technology is being increasingly adopted for 
obtaining incremental output in Indian 
agriculture, it would be reasonable to accept 
0.5 as labour coefficient.’ 

In the Sixth Plan, with the labour co¬ 
efficient of 0.5 and the actual agricultural 
growth rate of 4.3 per cent, its impact on 
employment and income at a given level of 
wages would be 2.15 per cent per annum or 
roughly 11-12 per cent in the Sixth Five \bar 
Plan period. Thus, if a family had an income 
of say Rs 2,5(X) per annum at the beginning 
of the Sixth Five Year Plan and assuming 
that all the wage earners had equal access 
to the employment opportunities, the in¬ 
come generated through agricultural growth 
would Jk 11-12 per cent of the base level, that 
is to say, Rs 275 to Rs 300 in five years. 
Obviously, this growth factor would not take 
the families fairly below the poverty line 
anywhere near or above it. This indicates 
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alip the for dimt intervention for 
lugmentation of employment and income 
levels of the poor in addition to the benc- 
fldid impact of growth. 

Ill 

Evplution of Anti'poverty Package 

Though in India, experimentation for 
intmendon in the rural sector for increasing 
agricultural productivity and generally rais- 
ing the standard of living of the rural 
population has been on since the days of 
coitimunity development in the 19S0s, a 
distinct focus was given to these programmes 
at (he end of the sixties and the beginning 
of Seventies. It may be a co-incidence, but 
thet'increasing agrarian unrest in various 
parts of India in the late sixties and early 
seventies when the government at the centre 
thdught of taking steps for preventing the 
'green revolution’ turning into ‘red’, a 
plethora of policy measures were initiated 
forlooking after the interests of the small 
and marginal farmers, agricultural workers, 
artisans, SC/ST and for the development of 
neglected areas. IWo conferences of chief 
mihisters took place in 1971 and 1972 which 
deliberated on the agrarian unrest prevailing 
at the time and formulated the national 
policy of land reforms. Simultaneously, 
Small Farmers Development Agency- (SFDA), 
Pilot Intensive Rural Employment Pro¬ 
gramme, Command Area Oevelopnicnt 
(CAD) Programme and Drought Prone Area 
Programme (DPAP) were started in the 
Fbimh FYP. Food for Work Programme and 
Desert Development Programme were inirtv 
duced in the Fifth Plan. But, by and large, 
the^e programmes where ad hoc in nature 
with i*s own line of administration without 
much of co-ordination and without any con¬ 
ceptual frame of complementarity in which 
they were to operate. They had the character 
of temporary programmes created to res¬ 
pond to certain ad hoc problems that came 
up. The Sixth FYP in a way, made a depar¬ 
ture frdm ad hocism followed in earlier plans 
in-its candid appreciation of the poverty 
issue and indicating a by-pass route to reach 
the poor not for distress relief but for 
economic uplift through a package of econo¬ 
mic programmes. Recognising that the 
earlier sporadic and often transient measures 
left untouched the bottom deciles of the 
rusal poor, i e, the landless and the rural 
artisans who were the poorest, the Sixth FYP 
prescribed that households below the poverty 
line, have to be assisted with an appropriate 
package of skill development, technologies, 
services and productive asset transfer pro¬ 
gramme and wage employment. Some of the 
old.programmes that have been continuing, 
were dovetailed into a broad frame and the 
anti-poverty programme as launched in the 
Sixth Plan, had three broad sub¬ 
components. These were: 

(a) Individual household and poverty group 
oriented programmes of income genera¬ 
tion through productive asset and skill 


endowment and direct supplemental 
wage employment through public works; 

(b) programmes for special areas to counter 
endemic poverty caused by hostile agro- 
dimatic conditions and de-generation of 
eco-systems; and 

(c) giving back-up support to the poverty 
groups by providing for social consump¬ 
tion and social services through the 
Minimum Needs Programme (MNP), 
which aims ar improving the quality of 
life and giving infrastructural support to 
other programmes of poverty aileviatioa 

In the first sub-component came the 
Integrated Rural Development Programme 
(IRDP), Training of Rural Youth for Self- 
Employment (TR\ SEM), Development Of 
Women and Children in Rural Areas 
(DWCRA), National Rural Employment Pro¬ 
gramme (NREP) and Rural Landless Em¬ 
ployment Guarantee f^rogramine (RLEGP). 
One can easily note that the most important 
productive asset that ought to have been 
given as a supportive to any activity under 
this package was land which was missing. 
Redistributive land reform did not figure as 
mi item of programme in this strategy of 
poverty alleviation in the Sixth FYP. Fortu¬ 
nately. In the Seventh FYP. there has been 
a conccpiaal change for the better. The 
Approach to the Seventh FYP 1985-90 
states: “The core of the ami-povcrly pro¬ 
grammes lies in the endowment of income 
generating assets on those who have little or 
none of this. Hence, redistributive land 
reform and security of tenure have to be 
directly integrated with the'anti-poverty 
package of progranuiie.” 

The Seventh I'YP 1985-90 also reiterates 
this position. It observes “land reforms have 
been recognised to constitute a vital element 
both in terms of anti-poverty strategy and 
for modernisation and increased producii- 
’■'iiy in agriculture. Redistribution of land 
could provide a permanent asset base for a 
large number of rural landless poor for 
taking up land based and other supple¬ 
mentary aciiviiics" [Vol it, page 62, para 
2.64]. Thus, conceptually land reform has 
been brought into the mainstream of the 
rural development activity under the Seventh 
FYP. But it is .still a long way to integrate 
it operationally with other programmes. 

Poverty is accentuated by harsh and 
hostile climatic conditions or by difficult 
terrains which make life very arduous and 
hazardous. The deserts, the ravines and the 
chronic drought prone areas constitute dif¬ 
ficult regions where poverty is intense and 
all pervasive. For these regions, there are 
special area programmes which come under 
the sub-component (b). These are Drought 
Prone Area Programme (DPAP) and Desert 
Development Programme (DDP). In this 
category would also come the Hill Area 
Development Programme, the Western Ghat 
Programme and two other programmes 
which were thought of but not implemented 
relating to the coastal saline areas and the 
flood prone areas in certain river basins. 

Though Minimum Needs Programme 


(MNP) was introduced much earUa; concep¬ 
tually it was the Swaminathan Committees 
report^ in 1982, which dovetailed the whole 
package as a supportive of the programmes 
for poverty alleviation. Under the Sub¬ 
component (c), broad heading of MNP 
would come—(i) elementary education; 
(ii) rural health; (iii) rural water supply; 
(iv) rural roads; (v) rural electrification; 
(vi) housing assistance to the rural landless 
lalmurers; (vii) environmental improvement 
of urban slums; and (viii)jnutiition. lb these 
has been added, the Public Distribution 
System in the Seventh FYP. The allocation 
in the Sixth FYP for the firsuiwd sub¬ 
components was slightly above 4 per cent of 
the total public sector outlay of Rs 97,500 
croie and that fui the third sub-component. 
Minimum Needs Programme (MNP), it was 
slightly OHT 5 per cent. Thus, about 10 per 
cent of the Sixth Plan public sector outlay 
wa.s earmarked for poverty alleviation and 
MNP. Ill the Seventh Five-Year Plan, percen¬ 
tage remains more or less the same for this 
group of activity out of much larger plan 
outlay of Rs 1,80,000 crore. 

It is not our intention to go into the details 
of the programmes as these have been imple¬ 
mented during the Sixth Five-Year Plan and 
about which wc have got fairly good and 
reliable data but to take an overview of what 
had happened and how far the stated objec¬ 
tives were realised through the implementa¬ 
tion of these programmes. It is also neces¬ 
sary, at this stage, to have a critical look to 
find out whether in the overall policy pers¬ 
pective, these instruments, even with the best 
of performance, could achieve the objectives. 

IV 

Anaet-Endsiwinent for 
Self-Employment 

The two major instruments of direct inter¬ 
vention for poverty alleviation are the Inte¬ 
grated Rural Development Programme and 
National Rural Employment Programme 
which was later supplemented by Rural 
landless Employment Guarantee Pro¬ 
gramme. Of these two, IROP attracted most 
of the attention of the economists, social 
workers and politicians. 

A controversy has been generated about 
the relative merits of productive assets 
endowment scheme and the wage employ¬ 
ment scheme and a school of thought has 
developed which squarely condemns the first 
and pins its hope of poverty alleviation on 
the latter. The argument is that the poor 
would not be able to operate productive 
assets in the generally adverse market situa¬ 
tion and would ultimately go under; whereas 
what the poor need, it Is contended, is wage 
employment which should be easily avail¬ 
able. Such employment programmes should 
be used to strengthen rural infrastructure 
which in its turn, would give a fillip to the 
rural economy.' 

There are others who believe that without 
any structural change of the sodo-economic 
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syitem, such tinkering would only r»ult in 
railing of hopes to be belied later. This line 
of thinking has been very succinctly presen¬ 
ted by Dantwaia. He observes^ “Equity 
oriented policies and programmes pursued 
witldn the cast iron inequitou? t^onomic 
structure of ownership of assets—will, not 
only be self-defeating, but may prove 
counter-productive through a 'trickle up*. 
More simply, a direct attack on poverty 
without an equally direct attack on the struc¬ 
ture, which has bred poverty and continues 
to do so, is an illusion at best, fraud at 
worst!* It is very difficult to differ from the 
basic point oi this statement in a long term 
historical perspective. But the policy implica¬ 
tion of this line of argument, given the 
current social and political constraints, could 
be non-action. That is where one feels 
uneasy to fully subscribe to this proposition. 

The third set of criticisms relate to the 
various abuses, misuises and malpractices 
that one encounters in the implementation 
of the programme of asset and skill endow¬ 
ment. Experience of something unsavoury 
in relation to a few instances is blown out 
of proportion and the programme is con¬ 
demned as a whole. 

The fourth school advocates a compre¬ 
hensive social security for those among the 
poor who would not be able to participate 
in any of the programmes of direct inter¬ 
vention so far envi.saged and implemented. 

The controversy that has been raised 
about relative merits of IRDP and Supple¬ 
mentary Wage Employment Programme ap¬ 
pears to be rather sterile. Both these pro¬ 
grammes have a significant role to play for 
the limited objective of reducing distre.s$ and 
miseries arising out of poverty. In fact, for 
those who do not get any productive assets, 
there has to be a programme for wage 
employment to prevent them from further 
sliding down. For those who have received 
the productive assets but are unable to get 
adequate incremental income, supplementary 
wage employment is a must. Those who have 
got the assets and have earned some incre¬ 
mental income, may have to fall back on 
supplemental wage employment whenever 
they are faced with adverse market con¬ 
ditions. Thus, there is no ‘one vs the other' 
option. What is required is an optimal mix 
which can be obtained through a process of 
planning at the lowest level to ensure that 
the families below the poverty line who have 
been beneficiaries of productive assets and 
skills can climb up and those who are in 
waiting-list are prevented from sliding down 
through wage employment programmes. 

tile most strident criticism of IRDP 
relates to improper implementation and 
j^erefore wastage of funds. We have by now 
quite a substantial evaluatory literature on 
IRDP. There arc four major ali-India studies 
carried out by the National Bank of Rural 
Development (NABARD), Reserve Bank of 
India (RBI), the Programme Evaluation 
Organisation (PEO) of the Planning Com¬ 
mission and the Institute of Financial 
Management and Research (FMR). All these 
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studies relate to the first two and a half years 
of the programme. Secondi); their coverage 
has been rather small at ytould be evident 
from Bible 4. 

Scholan have warned against the un¬ 
critical acceptance of these findings. There 
is the usual problem associated with ‘before 
and after’ type of data collection.'Guhan^ 
states that ’before’ and ‘after’ esiimates of 
beneficiary incoma rdied upon by NABARD 
and PEO are ‘open to grave quation’. 
Reasons mentioned are: (i) difficulty of 
assasing incoma to any acceptably reliable 
degree; (ii) serious 'recall lapses’ involved in 
one point surveys which seek to assess 
income two or three years ago and (iii) lack 
of direct causality between betterment of 
income and IRDP when it is well known that 
incoma of the poorer sections are sensitive 
to sea.sonal conditions. 

Subba Rao,* while commenting on the 
methodology of RBI, NABARD and IFMR, 
stata “in brief, the smallness of the sample, 
the choice of a drought year to be reference 
closing year, and the absence of control 
group, undoubtedly constitute serious short¬ 
comings of RBI and NABARD studies, and 
this should be borne in mind before relying 
(uncritically) on their findings. By contrast, 
the IFMR study is methodologically superior, 
but this study allows for only IS months 
after the inception of the programme; an 
admittedly short period for the benefits to 
percolate!’ 

The issue raised by Subba Rao, parti¬ 
cularly relating to the fact that the evalua¬ 
tion reports refer to a period of implementa¬ 
tion where it is difficult to assess the impact, 
is quite valid. But all these reports with all 
their inherent methodological problems do 
indicate certain broad patterns which are 
significant. One major point relates to the 
mis-identification of families for the purpose 
of .selection for asset endowment. The RBI 
report mentions that 16 per cent of the 
assisted beneficiaries had incomes higher 
than Rs 3,500. NABARD studies confirm 
almc^l all the RBI findings. According to 
NABARD, IS per cent of the families identi¬ 
fied were ineligible. With the magnitude of 
ineligible families varying drastically bet¬ 
ween states (70 per cent in Andhra Pradesh 
and 47 per cent in Gujarat), it went on to 
say that “associating the bank staff and 
gram panchayat in the identification of 
beneficiaries of poor families, as has been 
done in West Bengal, may contribute to 
ensuring that benefits of programme go to 
the deserving familia/persons”. The PEO 
report points out that about 26 per cent of 


the selected households had pre-invatment 
income of more than Rs 3.300 and the poor 
among the very poor constituted IS per cent 
of the selected beneficiaries. 17110, one of 
the mgjor criticisms of the implementation 
of the programme has been that the selection 
of tive beneficiaria itsdf was not what it 
should have been and that was mainly 
because there was no popular participation 
in selecting the beneficiaries. 

The main objective of IRDP is to enable 
the assisted famUia to cross the poverty line’ 
The Sixth Plan stata “It is important that 
the identification of an economic activity(s) 
for a household is done in full consultation 
with beneficiary household concerned so 
that the project is appropriate to its inclina¬ 
tion and management capability. The project 
must also be able to give net income to take 
if across the poverty line” (page 172). Hence 
the succas or failure of the programme has 
to be judged against that objective. Of 
course, it is not a case of clear yes or no 
situation. Even if a family had faiM to cross 
the poverty line, if it had experienced a 
significant increase in income and, con¬ 
sequently, improved its economic status from 
the pre-investment condition, it would be 
improper to ignore it. Even so, let us look 
at the quantitative findings of the four 
studies regarding crossing of the poverty line, 
given in Ihble S. 

The RBI flgura are discounted to indicate 
the position of real income at March 1981 
prices. Subba Rao argued that for the 
poorest families, trapped in poverty for cen¬ 
turies, it is futile to expect that they could 


Table 3; Some Findings of the Evawation 
Studies on IRDP 



Percentage of 
Sample House¬ 
holds Which 
Crossed the 
Poverty Line 

Percentage of 
Sample House¬ 
holds Which 
Received Incre¬ 
mental Income 

IFMR 

NR 

84.2* 

RBI 

I7»* 

51 

NABARD 

47 

82 

PEO 

49.4 

88 


Notes'. • Wifere ‘very happy’ and ‘happy’ with 
IRD Programme 

** Incomes of the beneficiaria at cur¬ 
rent prices were discounted by 27 
per cent in order to arrive at their 
real income at March 1981 prica. 

NR Not Reported. 

Source: Prepared from the statistical tabla in 
all the four reports. 


Table 4: Coverage of Evaluation of IRDP 


Coverage 

IFMR 

RBI 

NABARD 

PEO 

Number of states 

2 

16 

15 

16 

Number of districts 

5 

16 

30 

33 

Number of blocks 

17 

16 

60 

66 

Sample size 

Peicratage of sample to 

1859 

730 

1498 

1170 

the total beneficiary 
familia 

0.011 

0.004 

0.009 

0.007 
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be Ufted above the poverty line in a couple 
of years. Therefore, he suggested that the 
index of crossing the poverty line was in¬ 
appropriate for assessing the impact of 
IRDP intervention, given sharp differences 
in the initial income level and IRDP invest¬ 
ments of selected households across the 
sute. The goal is rendered even mote dif¬ 
ficult owing to short run shocks inflicted by 
weather, technology and food prices. There¬ 
fore, he concluded that very poor house¬ 
holds could be expected to climb the income 
ladder only gradually even with governmen¬ 
tal intervention. The two important indices 
to reasonably assess the impact of the pro¬ 
gramme would be: 

(i) whether the assisted families realised 
higher income than unassisted families; 
and 

(ii) whether the assistoJ families progressive¬ 
ly climbed the next higher income 
bracket from the pre-investment income 
bracket. 

The point made by Subba Kao has a lot 
of substance. The issue of ‘gradually climb¬ 
ing the ladder’ raises the issue of devising 
a micro investment package over lime for the 
family so that it could absorb the investraciii 
gradually. But operationally, it is a much 
more difficult exercise since the family has 
to be nurtured and the credit supervised by 
the development agencies and the bank so 
that its investment-absorptive capacity and 
the management capabilities grow pari passu 
till adequate investments are made to 
generate sufficient net incremental income 
to enable it to cross the poverty line. 

A disquieting feature that came out of 
these reports is that the pcrtormance of the 
lowest income group of beneficiaries has 
been dismal. According to RBI, only 5 per 
cent of theJowest fractileof the pour could 
cross the poverty line. According to l*EO, the 
figure is 8.4 per cent. Thus, the ‘very very 
poor’ could not be fully taken care of under 
the IRDP. The main reasons foi iltc lailurc 
of selected beneficiaries to cross the poverty 
line were: 

(i) very low pre-assistance income, 

(ii) the incremental income through asset 
endowment was not sufficient to cover 
the gap because of insufficiency of in¬ 
vestment per household; and 

(iii) lack of institutional or organisational 
support in the post-investment stage. 

In our quest for income impact on bene¬ 
ficiaries we often tend to overlook an equally 
important beneficial effect on the life style 
of the beneficiary household arising from 
acquisifion and possession of income 
*generating assets. Both the PEO report and 
(the National Institute of Rural Development 
report oh ‘IRDP in South India—An 
Evaluation’ dwell extensively on the impact 
of IRDP on the living standards and social 
status of the beneficiaries. An asselicss 
person with irregular employment and 
income is a non-person in the Indian rural 
social structure. The majority of such house¬ 
holds are in dependency relations of varying 


degrw with some ‘benefaaor’ in the com¬ 
munity. At^uisition of income generating 
assets sets in a process of liberation which 
can hardly be quantified, lb put it briefly, 
the PEO report found that nearly 90 per cent 
of the selected sample beneficiaries felt that 
they had benefited from IRDP; 90.7 percent 
felt that as a result of that programme, they 
were more gainfully employed; 88 per cent 
of the sample beneficiaries experienced 
iminovement in incomes because of the pro¬ 
gramme; 77 per cent of the sample bene- 
ndaries fell that their consumption had 
increased; 37 per cent could increase their 
assets and 64 per cent felt that their overall 
status in the village society had gone up as 
a consequence of their acquiring an income 
generating asset through IRDP. The NIRD 
study of the four south Indian states of 
Andhra Pradesh, Karpataka, Kerala and 
Tamil Nadu also pointy out that 61 per cent 
of the sampie beneficiaries experienced in¬ 
creased consumption of food. The report, 
however, found that only a limited number 
of benetlciary households were in a pttsition 
to spend on better clothing, housing, 
medical care and education of children. 
Those who could save a little after meeting 
expenditure on food and meagre clothing, 
utilised their saving on procuring assets for 
further income generation. The RBI report 
also confirms the trend towards asset acqui¬ 
sition and states that “the value of the post¬ 
investment asset position has registered an 
overall increase of 30 per cent at current 
prices”, rhas, a significant factor is that the 
poor who derive an incremental income out 
of an asset, try to acquire more assets in 
order to ensure greater security against fluc¬ 
tuations of income. And this goes totally 
contrary to middle class belief that the poor 
are .spenders and not savers. The NIRD 
report confirms the PEO rinding about 
cnhanceineiil of social status of the bene¬ 
ficiaries following acquisition of assets. It 
found that 71 per cent of beneficiaries 
experienced upgradation of their status in 
rural society. This enhancement of status 
took place because of three reasons: (i) mere 
fact of acquisition and ownership of income 
generating assets; (ii) access to officials of 
blocks and banks and (iii) capability to help 
others, particularly because of access to 
officials. An important effect of IRDP on 
the poverty group was to reduce migration 
to the cities. The IFMR report mentions that 
28.9 to 89.S per cent of beneficiaries in 
Maharashtra would have gone to the nearest 
urban centre had they not been assisted 
through IRDP. The acquisition of income 
generating assets to the assetless brings 
about a great change in their life-style and 
psyche which no stratified quantitative 
evaluation study can properly capture: 

All these evaluation reports are in the 
nature of ‘post-mortem’ analysis. There was 
a need for continuous process analysis for 
upgradation of the methodology of imple¬ 
mentation as wdl as of remedying the abutses 
and malpractices that are associated with 
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such a vast programme. One has to com¬ 
prehend the vast magnitude of the pro- 
gnunrae; its extent, coverage, budgetary and 
bank finances, and involvement of a variety 
of organisations. In the Sixth FYP, as 
against the target of 15 million households 
to be covered, the actual coverage was little 
over 16.56 million. The Seventh FYP has set 
a target of 20 million families of which 
roughly half would be old beneficiaries who 
failed to cross the poverty line because of 
inadequate investment or factors b^nd 
their control and who have to be given a 
second dose of investment and the other half 
would be new beneficiaries to be covered for 
the first time with a package of micro invest¬ 
ment in which all members of a family, 
according to his or her capability, could 
participate either individually or collectively. 

The number of bank branches involved is 
roughly 52.000. And about 1,00,000 state 
functionaries attached to 5092 development 
blocks spread over 430 and odd districts arc 
involved in administering the programme at 
ilie jirasMOots. 

Tb monitor the quality of implementation 
of such a programme in over 430 districts 
and 5092 development blocks, concurrently 
became a major issue at the beginning of 
the Seventh FYP. Questionnaire schedules 
for such a concurrent evaluation were 
developed in consultation with a large 
number of academic and research iastitutes. 
K'was decided that every month 36 districts, 
72 blocks and 1440 benefleiaries, half of 
whom would be current and other half being 
two year old, would be covered to assess the 
impact of the programme and to find out 
the deficiencies. Twenty-nine reputed 
organisations agreed to participate: We have 
today a very massive data collected by these 
organisations and processed by the National 
Informatics Centre (NIC) through com¬ 
puters which throws light on many matters 
which were not quite known even after major 
studies. It is not our intention to join issue 
with these studies but just to give an indica¬ 
tion that the intervention policy of the 
government relates not merely to making 
available finances and energising the bureau¬ 
cracy but also to get a feed back from the 
beneficiaries as to their perceptions about 
all that is happening in their name. This dif¬ 
ficult task of capturing the perception of the 
beneficiaries was assigned to independent 
and autonomous organisations. This is an 
innovation never tried before in the Indian 
administrative system and though started 
with a lot of hesitation it has now become 
the standard for other programmes to follow. 

A monthly survey was wried out between 
October 1985-September 1986 covering all 
the districts on a random and rotation basis, 
it is not the intention to summarise the vast 
material thrown up by this survey. In fact, 
the data generate is so massive that a 
.separate project has to be taken up to pro¬ 
perly analyse the material to throw light on 
various facets df the programme. Here, we 
would highlight a few points which came out 
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NOTICE 

•i 

IT IS HEREBV notified for the information of the public that THE TATA IRON AND STEEL COMfANy LIMITED proposes 
to give to the Central Government in the Department of Company Affairs, New Delhi, a notice under sub^ction (1) 
of Section S1 of the Monopolies and Restrictive Trade Practices Act, 1969, for substantial expansion of their un^rtaking. 

■ Brief particulars of the proposal are as under:- 

1. Name and address of the owner undertaking 

THE TATA IRON AND STEEL COMPANY LIAiMTED 

Bombay House 

24, Homi Mody Street 

Fort, Bombay 400 001. 

2. Capital structure of the owner organisation 

(As on 31.3.1987) Equity 

Rs. Crores 

Share Capital- 
Authorised 

165.00 

Subscribed 

82.63 

Paid-up 

82.63 

3. location of the unit or division to be expanded 

Sukinda, Cuttack, Orissa 

4. In case the expansion relates to the production, storage, 
supply, distribution, marketing or control of goods, 
indicate; 


(i) Names of goods 

Beneficiated Chrome Ore 

(ii) Licensed capacity/turnover before expansion 

1,20,000 tpa ROM Chrome Ore 

Ciii) Expansion Proposed 

Proposed licensed capacity-3,00,000 tpa of ROM Ore 
to be beneficiated into Chrome Ore concentrate 

5. In case the expansion relates to any service, state the 
extent of expansion in terms of usual measures, such as, 
value, turnover, income, etc. 

Not applicable 

6. Cost of the project 

Rs. 22.30 crores 

7. Scheme of finance indicating the amounts to be raised 
from each source 

Scheme will be financed entirely through internally 
generated funds. 

Any person intereted in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days from the date of publication of this notice, in¬ 
timating his views on the proposal and indicating the nature of his interest therein. 

Dated thte 14th day of June, 1988 

THE TATA IRON AND STEEL COMPANY LIMITED 

Registered Office: 

Bombay House, 

24, Homi Atody Street, 

^Toft, Bombay 400 001. 

(y. M. Bhangle) 

COMIANy SECRETARY 
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dtorply thiough diii nirvqr which have been 
biousht out succinctly in an excellent paner 
hfy N J Kurien.! 

The first issue that emerged from the 
survey was that, assistance had gone to the 
deserving poor,ih« is to si^f, 80 per cent of 
the sample beneficiaries had pre-assistance 
income of bdow Rs 3,300; 20 per cent of 
the beneficiaries were found to have under- 
declared their income during the survey. 
What is significant is that 38 per cent 
belonged to the income group of 0-Rs 
—the destitutes group and the remaining 42 
per cent belonged to very very poor group 
with incomes between Rs 2,266 and Rs 3,500. 
Thus, there has been a significant change 
regarding coverage as compared to earlier 
years of the Sixth Five-Mar Plan. The official 
guidelines insist that the list of beneficiaries 
prepared by official agencies has to be 
approved by the gram sabha or village 
assembly. This is to ensure that the most 
deserving of the poor get priority over 
others, and that no non-poor or ineligible 
families get IRDP assistance through sup¬ 
pression of income or through collusion with 
government functionaries. 

At the national level, 55 per cent of the 
beneficiaries werf selected in the ‘gram 
sabha’ (village assembly) mceting.s, 40 per 
cent by officials and the remaining 5 per cent 
by others including MPs and MLAs. In West 
Bengal, 'gram sabha' made all the final selec¬ 
tions whereas in Andhra Pradesh, Gujarat, 
Karnataka and Tripura, more than 90 per 
cent cases were selected through the same 
process. 

Another significant fact that came out is 
that 6 out of 8 states, in which the 'gram 
sabha’ made the final selection in 80 per cent 
or more cases, have selected more than 
90 per cent of the beneficiaries fiom 
amongst the destitutes and very very p<x)i 
groups. 

A persistent criticism of this programme 
is that there is very large scale leakage or 
corruption. The concurrent evaluation has 
thrown some light on this issue. 

The difference between actual paid out 
cost and the value of the asset as perceived 
by the beneficiary could be taken as an indi¬ 
cator of possible leakage. At the national 
level, 68 per cent of tlie sample benefleiaries 
thought that the assets they got were worth 
the cost. Out of remaining 32 per cent of 
the sample beneficiaries who felt that the 
cost of the asset was more than its value, 
11 percent reported tliat the excess cost was 
not moie than Rs 250, 9 per cent felt that 
it was between Rs 250-500 and 5 per cent 
thought that it was between Rs 5(X)-1000 and 
remaining 7 per cent opined that it was more 
than Rs 1,000. The serious cases arc those 
where the perceived difference is more than 
Rs 500 in the average transaction cost of 
Rs 3,000-Rs 4,000 and that counts for 12 per 
cent of the total number. Thus, what has 
happened is quite bad but it is not as dismal 
as is generally talked about in the fashion¬ 
able parlours of New Delhi. In fact, keeping 
in view the magnitude of the programme. 


the rund power structure and the Involsv- 
tnent of such a variety of agencies, one is 
almost templed to commmt that leakage is 
within limits of ’tolerance’. It is pvticularly 
so because any IRDP purchase in the iocai 
market generally pushes up pric% 

Another common belief is that the poor 
dispose of the assets for immediate gain. 
Concurrent evaluation brings out the fact 
that in more than 70 per cent of the cases, 
tiK a.s5ets were with the beneficiaries (in 
good condition) even after 2 years. 

A common criticism about this programme 
is that the bank advances are misutilised on 
a large scale by the IRDP beneficiaries. Con¬ 
current evaluation indicate that 45 per cent 
of the sample beneficiaries had no overdues 
and another 8 per cent of the beneficiaries 
had an amount of overdues only up to 
Rs 250. Thus, for all practical purposes, 53 
per cent of the beneficiaries could ^ treated 
as non-defaulters. Out of the remaining 47 
per cent of the case.s, 25 per cent had over- 
dues of Rs 251 to Ks I,0(X), 16 per cent had 
overdues between Rs 1,001 and Rs 2,000 and 
tne balance 6 per cent had ov^ues beyond 
Rs 2,000. The range of Rs 251 to Rs 1,000 
is indeed a very broad one. An overdue 
clo.scr to Rs 251 may very well mean a very 
differcht thing as compared to an overdue 
of Rs 1,000 and could be taken within the 
category of non-defaulters though the actual 
figures arc not readily available. While 
holding no brief for non-repayment, reasons 
given are inadequate income, unforeseen 
calamity, tight repayment schedule and other 
reasons. Nearly 59 per cent of those who 
defaulted reported the reason as inadequate 
income generation and a short repayment 
schedule accounted for default of another 
30 per cent cases of overdues. In the former 
case, inadequate initial investment resulting 
in generation of low incremental income, 
made the beneficiaries defaulters. The 
lemedy lies in giving adequate investment .so 
that they can generate sufficient income, 
both to pay back the loan as well as derive 
a better consumption out of the income 
generated. Hence the new scheme for giving 
a .second dose of investment for those who 
failed to cross the poverty line should be 
commended. 

The negative features that have come out 
from the concurrent evaluation are that in 
about 29 per cent of the cases, assets were 
not intact and in about 23 per cent of cases, 
income from the asset was zero or negative. 
There is a clo.se association between cases 
where income is zero and cases where assets 
are ‘not intact'. But more ominous are the 
cases of negative income. Though the 
number is not significant, the fact that it 
could happen due to a wrong choice of 
activity, a shift from traditional to new 
activity or high cost of asset maintenance 
indicates the need for care and caution 
required in implementing the programme. 

Moreover, only a very small percenuige of 
the assisted poor could cross the poverty line 
as defined currenty. While 41 per cent of the 
eligible beneficiaries crossed the poverty line 


of Rs 3,300, only 4.6 per cent could cross;'"' 
the revised poverty line of Rs 6,400. Thoughi!' 
the latter ^ure seems bc^nd reach, one / 
should not get unduly perturbed benuse > 
investments were made two years ago with V 
reference to lower poverty line of Rs 3,500. ', 
It only reiterates the fact that if one were too . 
restrictive with initial investmemt, one could ’ 
not expect a very handsome increase in incre-'' 
mentid income. The assumption of capitM, 
output ratio in the Sixth Five-khar Han 
which was 1;U, was undoubtedly too opti- 
mistic The IFMR report which dealt with '' 
this aspect very extensively, came to the con¬ 
clusion that tire figure should be between 2 J 
and 3. In the Seventh Five Year Plan, it has 
been assumed to be 2.7 which is more 
realistic. Obviously, the distance between 
present level of income and poverty line 
which is sought to be covered by additional 
income, is the crucial factor in determining 
the mvcstmeni level. In other words, at a 
given constant capital output ratio, (he ' 
volume of investment will vary propor¬ 
tionately to the distance to be covered/ 
between the present level of income and the 
poverty line Thar is to say, if the family has , 
income fairly near the poverty line, the 
investment required would be low whereas 
if it had an income much bdlow the poverty 
tine, it would require a larger dose of invest¬ 
ment. Many economists have raised the 
question of absorptive capacity of the poor. 
One cannot give a quantitative reply to this 
question but qualitatively, one can respond 
by' stating that the poor who have been 
operating somebody else's asset in a depen¬ 
dency relationship has an inherent urge to 
hold on to assets even in an adverse situa- ; 
tion. It is true, it might be difficult for them 
to absorb a lumpy investment at a time but . 
a package of micro investments gradually 
given to them could enhance the absorptive 
capacity. Together with this, if the poor - 
could be given a land base to operate upon, 
it would make a quantitatively significant , 
change. 

Without elaborating further on the open- 
tional strength and weakness of the pro¬ 
gramme, one could come to the conclusion 
that, by and large, this programme has 
caught the imagination of the poor because 
of the high visibility and endowment of the 
asset, for which thm bad traditioiudly been 
an unsatisfied need among the poor. More¬ 
over, with all the IRDP’s weaknesses, the 
evaluations show that a fairly Ihrge volume 
of assets did reach the very poor. But the 
major weakness of the programme is that 
while trying to build up the asset base of the 
poor, a very soft option has been taken. 
Attempt has been made to ensure that class 
‘harmony’ is not disturbed. Extending 
budgetary support and back up loan would 
not hurt the rural power structure. And by 
giving assistance on individual family basis, 
instead of going in for a collective organisa¬ 
tion of beneficiary families, it will be easier 
for established economic forces to dovetafi 
the new entrants easily into the system. What 
the present IRDP programme trying to do 
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is to make the dependent households 
economically free agents. But for many, the 
illusory security of dependent relations is 
being replaced by the inherent insecurity of 
impersonal and ruthless market forces. Such 
a beneficiary is likely to lose both ways as 
a seller of his product and as a buyer of 
inputs. Market forces would toss him about, 
since he would not be in a position to 
bargain individually. The market would 
dominate and defraud such isolated indi¬ 
viduals and soon he will go under. Thus, to 
make the programme signiHcantly success¬ 
ful, there is no way out except to go in for 
collective economic action. 

One of the reasons why the poor cannot 
get the optimal benefit from the direct 
investment on them and the indirect invest¬ 
ment on infrastructural facilities is because 
of the disadvantages arising out of landless¬ 
ness. C reation of non-land assets for the 
landless would not often benefit them as 
they would find it difficult to retain and use 
the non land assets without a supportive 
land base. A man who lives on somebody 
else‘s land, cannot really operate a mini dairy 
unit or a small poultry or even a spinning 
wheel without the landowner’s permission 
and co-operation. Any sign of the economic 
betterment of the former which would 
reduce his dependency on the latter would 
be frowned upon and prevented unless a 
significant share of the incremental benefit 
is passed on to the landowner. In such an 
event, the poor beneHciary might be used 
as the front man of the landowner and 
would act as a convenient conduit for 
benefits to the ineligible category. A massive 
programme of giving house sites to the 
homeless and assistance for construction of 
improved dwellings along with the distribu¬ 
tion of surplus land obtained through the 
imposition of ceiling has to be properly 
dovetailed into the IRDP. Similarly, security 
of tenancy of the vast number of insecure 
and informal sharecroppers and tenants also 
becomes essential to make any dent on their 
economic status. A person who is constantly 
threatened with eviction from land which 
provides him with .slender livelihood cannot 
absorb or retain any investment without the 
security of tenancy, or ownerhsip of the 
land. As has been shown earlier, there is a 
possibility of getting anything between 
8 million and 9 million hectares of ceiling 
surplus land if the land ceiling laws copld 
be properly implemented, in spite of their 
present infirmities. A lot of arguments can 
be advanced against this approach pointing 
out that it might adversely affect agricultural 
production, etc. But the.se are all excuses for 
not touching the landed power group in the 
rural areas. What is being asked for is a 
minimal essential land base for non-land 
based activities. If, in addition to it, some 
land could be given to ensure a minimum 
guarantee of food security for at least a part 
of the year, it would go a long way in reduc¬ 
ing the dependency psi^he and its attendant 
debilitating influences.' Hence IROP and 


A.84 


land reform should not be treated two 
programmes operating in mutual exclusion 
but as organically linked complementary 
moves for effecting endurii^ resource 
transfer to the poverty groups. 


Wage Employment Programmes 

The other major instrument of direct 
intervention for alleviation of poverty in the 
rural areas is the National Rural Employ¬ 
ment Programme (NREP). Later on, in the 
Sixth Five Year Plan, another programme 
called National Rural Landless Employment 
Guarantee Programme (RLEGP) was intro¬ 
duced. There is a school of thought which 
believes that wage employment programmes 
should be the main, if not the only, iiustru- 
mcmality of poverty alleviation. Nilakamha 
Rath," a proponent of this thesis, states 
“The strategy of helping the poor in rural 
society to get over poverty with the help of 
assets given to them, is largely misconceived. 
Only a small portion could be helped; what 
is equally true is that only a very small pro¬ 
portion could be helped in this manner. Put¬ 
ting more burden on this approach will dis¬ 
credit the line of attack, generate wastage, 
corruption and ultimately cynicism. In a 
multipronged attack on poverty, this 
approach surely has a legitimate place, but 
it cannot be the mainstay of such a pro¬ 
gramme” While discounting the role of 
IRDP in poverty alleviation,‘Rath made a 
passionate plea for ma.ssive wage employ¬ 
ment programme to achieve the same objec¬ 
tive. But this view of Rath was contested by 
Dantwaia and Indira Hirway. Dantwala dis¬ 
agreed with Rath’s thesis on two counts.^' 
One what he calls a “debating point” and 
the other more fundamental. In regard to the 
first point, Dantwala raised the question as 
to how could one be sure that a scheme for 
wage employment would not suffer from the 
same infirmities which were detected in the 
IRD schemes. In the socio-political, admini¬ 
strative and organisation milieu, the aber¬ 
rations and distortions which afflict one, 
would also afflia the other. Then he quoted 
from PEG’S evaluation on Maharashtra 
Employment Guarantee Scheme (EGS) that 
employment provided by EGS was greater 
for the non-target groups as compared to the 
target groups. More disconcertin^y "benents 
of EGS assets had gone to a large extent to 
the medium and big farmers while the small 
and marginal farmers constituted only 21 per 
cent of the user households”. Dantwala's 
serious reservation is about Rath’s thesis that 
development strategy which aims to improve 
the lot of the poor through endowing them 
with new productive assets/skills should be 
abandoned and replaced by one in which all 
resources, organisation and skills are direc¬ 
ted towards the creation of massive wage 
employment opportunities in rural areas. 
This would, according to Dantwala make the 
poor hewers of wood and drawers of water 


and ^would perpetuate their dependence on 
employers (public and private) and by impli¬ 
cation on their benevolence’.’. Indira 
HirwBy'° makes the point more tellingly by 
stating that “seif-employment U a major 
form of employment in rural India and the 
family unit is most common production 
unit”. Hence, in a poverty alleviation pro- 
grammev self-employment has to have an nn- 
portant role Dantwala winds up the debate 
by stating that the Sixth EYP document had 
emphasised the critical importance of con¬ 
stituting a decentralised planning authority 
and machinery at the district level to for¬ 
mulate an integrated district/block/village 
development plan which would combine 
both development and beneficiary aspects 
with a shar^ objective of amelioration of 
poverty. “This has not yet been done and 
such .steps as have been taken to accomplish 
it arc too feeble and halting, one is, therefore, 
inclined to take the view that Rath’s conten¬ 
tion for abandoning the beneficiary pro¬ 
grammes is premature and hasty”. 

It is not the intention here to say that wage 
employment programmes have no role to 
play. On the contrary, it has a very signifi¬ 
cant role to play with a much greater degree 
of complementarity with IRDP and rigorous 
planning at the local level. 

The Seventh FYP started with a figure of 
44.4 million families below the poverty line, 
of which 7 million were in absolute penury. 
The Plan envisages coverage of 20 million 
families under IRDP of which half will be 
new and other half would be those who had 
got some benent in the Sixth Five Year Plan 
but could not make the grade. 24 million 
families would be left without any possibility 
of asset endowment during (he Seventh Five 
Year Plan. As.suming, for the argument’s 
sake, that those who are getting some bene¬ 
fits under the IRDP may not be interested 
in wage employment programme, something 
has got to be done to prevent further dete¬ 
rioration of the economic status of the 24 
million families not covered by IRDP. Wage 
employment is the only method to do sa 

Here one comes up with the problem of 
measurement of unemployment. The esti¬ 
mates of unemployment in rural areas in 
March 1985 on the basis of 38th round of 
National Sample Survey gives a figure of 
4.97 million in age group S-i-. We do not 
have the figure of daily status of unemploy¬ 
ment which is more relevant for this purpose: 
On the basis of 38ih round of the NSS, the 
Bgure itself raises a slight doubt. Since there 
arc 44.4 million families below the poverty 
line, one would expect that at least one in 
each family would try to offer oneself for 
employment. If for argument's sake, it is 
taken that the families in the highest bracket 
below the poverty line comprising 20.2S 
million may not come forward for such 
employment, ordinarily, there is no reason 
why from the remaining 24 million families 
at least one should not offer oneself for 
employment. Thus, the flgure of unemploy¬ 
ment seems to be highly understated. It 
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niiea the queition of possibUtties of 
economic or tocial ialubiting factors opera¬ 
ting against nuuiy potential employees 
offering themselves in the labour market. 
The matter requites further probing. Even 
assuming a very low figure of 4.97 million 
seeking employment, currently through both 
these programmes, roughly 2.60 million 
mandion of work is being generated, leaving 
a balance of 2.37 million unemplo^. The 
magnitude of budgetary support required to 
cover this gqt would be significant. It is true 
that food k^t in buffer stocks could be 
utilised partially to meet the cost. This is 
being done already. But one cannot draw 
down the stocks significantly without 
jeopardising food security. Thus, there is a 
limitation, both on budgetary support as 
well as on food stock, in developing a 
massive programme of employment not¬ 
withstanding the fact that there is a demand 
and need for it. 

A major problem in studying the impact 
of NREP and RLEGP is the absence of any 
all-India evaluation. There are a few isolated 
studies but it is slightly difficult to come to 
any generalisation from them. A brief sum¬ 
mary of some of the points that have been 
rais^ in such studies are available in the 
Annual Report, 1986-87 of the ministry. 
According to this source some of the positive 
aspects of the NREP are the following; 

(i) Works are being undertaken now mainly 
by the district rural development agen¬ 
cies through panchayat raj institutions. 
Earlier, they were being done through 
the departments. 

(ii) A large number of durable assets have 
been created particularly relating lo 
rural infrastructure; and 

(iii) Payment of wages to the labourers is 
more prompt and the rates are often 
higher than the prevalent market wage 
rates. 

The‘deficiencies that were noted are the 
following: 

(a) Employment being provided under the 
programme is for very short durations; 

(b) Planning of the works and co-ordination 
with different departments was found to be 
grossly inadequate; and 

(c) Selection of beneficiaries was not pro¬ 
per inasmuch as the poorest, for whom the 
programme is meant, were often left out and 
there was no maintenance of the assets 
created under the programme. 

The only systematic study on which some 
reliance can be placed is that by Indira 
Hirway." According to Hirway, there are 
three factors which were jointly responsible 
jibr the weaknesses observed in NREP. These 
are: 

I (i) poor designing of the programme itself; 

(ii) constraints of the administration; and 

(iii) weaknesses of administration. 

Under (i), she includes the failure to 

rehabilitate the poor and the fact that “there 
are no guidelines that suggest as to how to 
plan for NREP systematically. That is. the 
gui de li ne do not show as to how to identify 
infrastructural gaps and how to plan for 


titem, how to use this htformation for plan¬ 
ning; and how to match the demand and 
supply side in each region.” 

Commenting <m NREP, Sandeep Bagchi'^ 
^tes that there is something basically wrong 
in the objective of tire programme The main 
objective is to provide employment and “this 
has been viewed as an end in itself rather 
than in the correct per^iective of providing 
income on a reasonably assured basis for the 
rural po 9 r, thus neglecting long-term 
employment aspects in the design of these 
programmes”. Secondly, “creation of dur¬ 
able assets which is more a condition for 
achieving the growth of the rural economy 
rather than an objective has been treated as 
one of the aims”. In the creation of durable 
assets, there are two major motivating 
factors: one is what is loosely called the 
satisfaction of the ‘felt needs’ and the other 
the demands of different departments which 
have been starved of resources over time. The 
‘felt needs’ are not necessarily the real needs 
of the masses but are often the articulated 
needs of the people in power of the local self- 
governing institutions. Thus, the participa¬ 
tion of the poor in the creation of durable 
assets gets limited to direct wage payment 
and the assets created do not have any 
enduring impact of further employment. On 
the other hand, one can't be too sure 
whether the property owners would not be 
getting significant advantages from these 
assets, thereby, enhancing the differentiation 
between the poor and the non-poor. Evalua¬ 
tion of the Employment Cuammec Scheme 
of Maharashtra did indicate that the hulk 
of the benefits accruing fn>m such program¬ 
mes went in favour of the rich. The study 
concluded that “the benefits of EOS assets 
had gone to a large extent to the medium 
and large farmers. The small and marginal 
farmers constituted only 21 per cent of the 
user households!’ 

T he types of works completed during the 
Sixth F'YP under NREP arc given in Table 6. 
It will he clear that excepting, perhaps, the 
group housing under item 8 which are meant 
for the SC/ST (but the exact figures of which 
arc not available) no other assets have gone 
directly to the poor. In all probability, the 
benefits arising out of linking the hinterland 
to the market through roads, irrigation, soil 
conservation and land reclamation had gone 


to those who have either marketable surplus 
and to those who have land. Intensity of 
cropping might have been inereased through 
minor irrigation and land reclamation. But 
its immediate impact would be hi^er absor¬ 
ption of family labour though participation 
of wage labour on the margin might go up. 
Hoice; there is a lot of force in what Hirway 
has suggested that “to prevent their relative 
deterioration in asset distribution, therefore, 
it is desirable that they (weaker sections) get 
joint ownership of the community assets 
constructed by them and they receive returns 
from them". Secondly, “it is also necessary 
that NREP community assets benefit the 
poor alone or at least give preference to the 
poor in their use. Use of irrigation tanks or 
minor irrigation works, land development 
works, etc, should benefit the poor first!’ 

The NREP guidelines neither include 
these concepts nor have they been practised 
anywhere. One major point in favour of the 
poor that has been sought to be permitted 
both through NREP and RLEGP relates to 
social forestry. There is earmarking of funds 
of 25 per cent for social forestry on fallow 
government and community land. Usufruct 
of the trees planted under the programme 
ought to go to the local community, especial¬ 
ly, the people below the poverty line. Farm 
forestry is allowed on the land belonging to 
the SC/ST, freed bonded labourers, ceiling 
surplus land, bhudan land, wasteland, and 
government land provided the allottees con¬ 
tinue to be small and marginal farmers and 
arc identified to be below the poverty line. 
The states and UT administrations were 
advised to issue ireepatla (tree tenure) under 
this programme so that not only the pro¬ 
gramme becomes the programme of the 
poor but the poor acquire a vested interest 
in maintaining and developing the forest. It 
is di-sappoiming to find that most of the state 
governments responded negatively to the 
concept of tnepatta and as a result, a major 
source of asset acquisition for the poor 
through employment programmes remained 
inoperative. 

Though RLEGP is expected to give a 
guarantee of employment for about a 100 
days to at least one member of the landless 
agricultural family, in practice, it is being 
implemented in the same way as NREP. 
jTherc also isn’t any good evaluation of 


Table 6; Assets Ckeated under NREP in the Sixth Plan 
Nature of Asset Unit Achievement 


1 Area covered under social forestry 

Lakh Hects 

4.69 

2 Irrigation wells, group housing, etc - 

Lakh Nos 

4.80 

3 Construction of village tanks 

Lakh Nos 

0.54 

4 Area benefited through minor irrigation 

5 Area benefited through soil conservation/ 

Lakh Hects 

9.32 

reclamation 

Lakh Hects 

5.14 

6 Rural roads constructed/improved 

Lakh Kms 

4.45 

7 Drinking watger weils/ponds, etc 

8 Construction workers of school/group housing/ 

.Ukh Nos 

0.61 

balwadi, etc 

Lakh Nos 

2.23 

9 O^her vrords 

Lakh Nos 

2.07 


Source: Annual Report 1986-87, Department of Rural Development, pp 20-21. 
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RLEGP. n might be because of the fact that 
it is a very recent programme The study 
made by the Punjab Institute of Public Ad¬ 
ministration of RLEGP shows that only 5 
per cent of the workers had worked for 100 
days or more though 82 per cent were from 
the families identified as belou' the poverty 
line An ILO’’ report indicates that from a 
sample survey, the average employment pro¬ 
vided for a person was SI days and SS days 
in Gujarat and Karnataka respectively and 
NREP employment contributed around 24 
per cent of the total income of the sample 
household. Thus, “the long-term goal of the 
employment programme, namely, the rehabi¬ 
litation of the poor in the mainstream of the 
economy by increasing its labour absorbing 
capacity through the creation of durable and 
productive assets, does not seem to be 
capable of attainment under NREP/RLEGP 
as being presently implemented!"^ 

There is no comprehensive li.st of works 
undertaken under RLEGP, but from the 
allocations made for different sectoral acti¬ 
vities, one finds that in the Seventh Plan, 
there has been a shift towards creating some 
assets for the poor through the scheme of 
house building for the SC/ST which absorbs 
26 per cent of the funds allocated under this 
programme. There is a school of thought 
which advocates that both these programmes 
should be merged because basically these are 
for the same purpose. It is only the financ¬ 
ing pan which is different. In the NREP, the 
cost is shared between the .state government 
and the central government on a 50:50 basis. 
For RLEGP, the fund is contributed entirely 
by the central government. But these 
technicalities of financial arrangements can 
be easily overcome and then we can have a 
single employment programme providing 
supplemental employment to the poverty 
group. But the basic problem of ensuring 
that they get employment for adequate 
number of days, cannot be solved unless the 
budgerary support goes up significantly 
beyond the pre.sent level or the number of 
participants is restricted. The latter can be 
done registration of at least one member 
of the landless agricultural family and giving 
them priority in employment over any other. 
This employment card should enable them 
not only to get employment on a priority 
basis under the supplemented wage employ¬ 
ment programme but also on other public 
works undertaken by the central and the 
state governments, where unskilled labour 
is required, in the locality. 

A factor that often inhibits the poorest 
among the poor to participate even in the 
employment programmes is, delay in pay¬ 
ment of wages. Since wages are paid after 
a period of one or two weeks, those who live 
from hand-to-mouth, cannot really parti¬ 
cipate in these programmes regularly. So, 
even among the poor those who have a 
slightly more staying power, tend to parti¬ 
cipate more rather than those who are at the 
bottom. Hence, there is a need for increiu- 
ing the efficiency of implementation by 
shortening the periodicity of the wage pay¬ 


ment. One major objective of NREI^ it to 
increase the nutritional status by giving 
wages in foodgrains. During the Sixth FYP, 
the average per capita utilisation of food- 
grains was dismally low. But in the first two 
years of the Seventh Plan, through a con¬ 
scious effort by making payment of wages 
half in cash and half in foodgrains, the per 
capita absorption of foodgrains has increas¬ 
ed significantly to almost 3 kg per day. T his 
has had a salutary impact in making avail¬ 
able foodgrains particularly amongst the 
poorest section who otherwise would have 
been priced out even if they were given cash 
wages. It has also stabilised food prices very 
significantly in the local markets thereby 
having a beneficial impact all round. 

A major criticism of these two program¬ 
mes was that wages paid were, often, lower 
than the minimum wages of the unskilled 
agricultural workers in many states. The state 
governments tried to explain this by poin¬ 
ting out that had the wages been more, the 
number of people engaged would have been 
less and thereby the benefits would not have 
been widespread. This is an extension of the 
‘lest relief concept of the famine code where 
to test the need of relief, wages were kept 
delibeiately low for public works to find out 
whether adequate number of people turned 
up for work or not. But since this is a sup¬ 
plemental wage employment for creation of 
durable community assets, that argument is 
not at all valid. The matter went up to the 
Supreme Court as a public interest litigation. 
In Sanjit Roy vs State of Raiasthan, the 
Supreme Court held “It is obvious that 
ordinarily no one would willingly supply 
labour or service to another for less than the 
minimum wages, when he knows that under 
the law he is entitled to get minimum wage 
for the labour or service provided by him. 
It may, therefoib, be legitimately presumed 
that when a person provides labour or ser¬ 
vice to another against receipt of remunera¬ 
tion which is less than the minimum wage, 
he is acting under the force of some com¬ 
pulsion which drives him to work though he 
is paid less than what he is entitled under 
the law to receive. We arc, therefore, of the 
view that where a person provides labour or 
service to another for remuneration, which 
is less than minimum wage, the labour or 
.service provided by him clearly falls within 
the scope and ambit of the word ‘forced- 
labour’ under article 23. Such a person 
would be entitled to go to the court for 
enforcement of his fundament^ right under 
article 23 by asking the court to direct pay¬ 
ment of minimum wage to him so that 
labour or service provided by him ceased to 
be ‘forced-labour* and to breach of article 
23 is remedied!’ 

Following this judgment, it is now pre¬ 
scribed that in all such .supplemental wage 
employment programmes, minimum wage 
for unskilled agricultural labour has to be 
paid. But with ingenuity, this direction is 
skirted by providing in the minimum wage 
notirication, piece-rate system where the 
workload tends to be quite heavy and actual 


remuneration after a day’s wprk ofteit'tend 
to be what is was before 

Though sue have travelled quite far ftom 
the days of test relief work under the famine 
code to the concept of employment guaran¬ 
tee to the landless agricultural workers as a 
part of the plan programme the bang-over 
of ’test relier still persists, particularly, in 
planning the actual works. A lot more detail¬ 
ed planning is required than what had been 
done hitherto in preparing projects, in 
registering the pool of workers, thereafter 
matching the projects to the surplus labour 
for creating such assets which would have 
a more enduring effect on the economic life 
of the rural poor. The issue really hinges on 
planning and executing programmes of 
poverty alleviation at the Jocal level depend¬ 
ing upon the peculiarities of the local areas. 

VI 

Planning and Implementation at 
Government Level 

The problem of planning at the district 
level and below has been agitating the minds 
of the planners, administrators and social 
scientists for quite some time. The plethora 
of programmes that have been launched by 
the various departments, more or less for the 
same objective, covering by and large the 
same target group in the same area, has 
created quite a bit administrative confusion. 
Hence, a committee was appointed recently 
by the Planning Commission and the 
Ministry of Rural Development to review the 
existing administrative arrangements for 
rural development and poverty alleviation 
programmes. The main recommendations of 
the committee'^ is to entryst the entire 
development functions to the zilla parishad 
(district council) which will be directly 
elected. The work of the zilla parishad 
should be done by a nqmber of sub- 
committm elected on the basis of pro¬ 
portional representation so that participa¬ 
tory democracy could be develop^ and en¬ 
couraged. The panchayati raj institutions at 
the district level and below should be assign¬ 
ed a greater role in respect of planning, 
implementation and monitoring of rural 
development programmes. It is also sug¬ 
gested that some of the planning functions 
at the state level should be transferred to the 
district level for effective decentralised 
district planning. It was recommended that 
a post of district development commissioner 
should be created to look after and co¬ 
ordinate all the development activities in the 
district. Similarly, at the block level, it sug¬ 
gested that the block development office 
should be the sheet midior of the entire rural 
development process for which the status of 
the block development officer should be 
upgraded. By transferring the functions of 
planning, implementation and monitoring 
of rural xieveiopment prograrnmn to the 
zilla parishad ^d'to elected panchayati ryj 
organisations below the district and 
making the district development conunii- 
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Ainv and Uock dar^n^ment officer ^ 
oidbatoia. the cmniatoee euggested that 
hodaootal iniegntk».of various departmen¬ 
tal functions, through a participatory 
democratic process. 

An experiment along this line'has been 
going in Karnataka. West Bengad and 
Andhm Pradesh. After iidtial heshation. the 
bureaucracy in aU these states have accepted 
the legitimate supremacy of the elected 
represmtativn in the implementation of 
these programmes. While the concept has 
not yet been accepted at the all-India level, 
one school of thought goes a little further 
and has suggested a 3-tier federal structure 
with the district government, state govern¬ 
ment and the union government and for 
which it has recommended amendment to 
the constitution. Many states are still 
opposed to sharing of power with elected 
democratic organisations at the district level. 
But examples of Karnataka and West Bengal 
in initiating democratic' decentralisation 
appear to be a step in the right direction and 
have created an atmosphere in which many 
are thinking seriously to try out this line. 

The direct intervention programme for the 
rural poor has raised a tremendous amount 
of expectations and aspirations among the 
masses. There is a risible stir among them. 
Hence, there is need to have some organisa¬ 
tional re-arrangement other than the tradi¬ 
tional colonial district set up which must 
respond to the new situation. It is difficult 
at this stage to predict which way the 
organisational set up would move. 

VII 

Role of Organisations of 
Rural Poor 

It is now universally recognised that no 
programme of rural development aimed at 
the alleviation of the poverty of the masses 
can attain any significant measure of success 
without organisational efforts of potential 
beneHciaries. Treating the benericiaries as 
objects or recipients of some grants and 
loans and keeping them inert all through the 
process will not release the creative energy 
and promote independence of mind which 
are so essential to emancipate them from the 
shackles of poverty and socio-economic 
bondage But it is also well recognised that 
it is a difficult process. Even in countries 
with long democratic traditions, ttic growth 
of organisations of rural poor at the grass¬ 
roots has been very little Reasons are well 
known. There are factors, both internal and 
a^al, which inhibit their growth and 
spread. Among the factors external to the 
syistem, are “coercive power of propertied 
dass, economic dependence of the poor, the 
in-built bias of law and order machinery to 
maintain status quo lack of supportive 
legislation and non-implementation of 
existing laws enacted in their favour”.'* 
Other factors hindering the development of 
such organisations come out of heterogeneity 
of poverty iwelf. “The poor are differen¬ 


tiated and divided by Mdh In^iiicidis con- 
fUeting economic interans, eatt^«Rd a»n- 
muuity differences, sec tSscriioiiintion,niid 
other divisions which compel the poor to 
compete among themmlves for limited 
iqip^unities and resowcesf"'’ Precarious 
economic existence of the vast masses of 
rural poOT make them easy victims of 
manipulBtions by the landed classes; and not 
infrequently, seeds of dissensions are skit- 
fUlly planted among them to make them 
Tight each other. Disabilities of destitution 
are so cleverly played that the poor tend to 
look upon their exploiters for support and 
deliverance rather than on their own 
organisational strength through unity. 

These are all well known. Yet, if the IROP, 
the NREP and RLEGP and the land 
reforms and whole host of activities for the 
poor have to succeed, there is no alternative 
but to promote consciously voluntary orga¬ 
nisations of the poor to protect and to 
defend their own rights. The best of bureau¬ 
cracy has its limitations to reach the last man 
in the line. No delivery system can be so 
responsive and flexible as to ensure smooth 
delivery of inputs, credit, technology, etc, to 
this group who initially would not have the 
absorptive capacity for all these. On the 
other hand, the psychosis of dependency and 
fear make the beneficiaries approach some 
intermediary to get them in touch with the 
outlets of the delivery system. As a result, 
a whole host of middlemen and ‘develop¬ 
ment touts' spring up who cheat the bene¬ 
ficiaries in the name of sharing the illegal 
gains with the bureaucracy to facilitate sanc¬ 
tioning of schemes and delivery of other 
benefits to which they are legally entitled to. 
At present, there is no way of eliminating 
this group of unscrupulous people (who are 
cheating theunwary beneficiary and creating 
a bad name for the administration), except 
by raising the consciousness of the bene¬ 
ficiaries and making them come forward in 
organised groups. 

Raising the consciousness of the rural 
poor has to be a main item on the agenda 
of any poverty alleviation programme. Pro¬ 
grammes fail not because of lack of man¬ 
power in bureaucracy nor because of lack 
of reiiources. In fact, today there is plenty 
of both. But if the poor are not made con¬ 
scious subjects of the process of develop¬ 
ment through a participatory process, many 
of the known deficiencies of the programme 
cannot be remedied. 

Genuine voluntary organisations can play 
a very significant rote in bringing the 
delivery system to the beneficiary groups as 
well as organising these groups around 
certain definite economic activity or even as 
pressure groups. Any endogenous group 
formation of the beneficiaries would at the 
initial stages require external suf^rt to 
some extent in imparting some knowledge 
input, organisational skill and, may be^ some 
financial help. Such organisations can foster 
the local leadership from the initia) stages 
so thkt a new dependency syndrimie does not 


develop. The state has also to play a very 
important role in the development of such 
orpH^ntion. Genuine voluntary oifonisa- 
tkms irrespective of tbehr politicat affiliation 
shouU be encouraged to work among these 
beneficiaries. Their activities in organitii^ 
these beneficiaries with different interest 
groups should not be frowned upon, even 
if initially their attitude and activity have an 
onti-esMblishment outlook. 

There will be opposition from the lower 
rung of bureaucracy as such organisations 
will be a itiiect threat to their established 
authority. But if the organisations oie not 
allowed to develop and function indqien- 
dently and fearlessly, many of the leakages 
that take place can never be stopped and the 
back flow of the benefit to the undesirable 
groups cannot be halted. In this connection, 
holding of conscientisation camps with the 
beneficiary groups and the government and 
bank officials at the cutting edges can have 
a wholesome effect on the entire process. 

A successful example of utilisation of this 
method in support of a government pro¬ 
gramme for the poor beneficiary group is 
the rural labour camps organised in West 
Bengal in connection with 'operation barga*. 
•The main purpose of these camps was to 
make the poor think about their basic pro- 
btem of poverty and come out with their 
own perception about its causes and possible 
solutions. The officers who attended the 
camp were given the role of observers or 
scribes as most of the participants flrom the 
non-official groups were illiterate. These 
camps had a salutary effect on the minds 
and attitude of officials. “Their smugness, 
arrogance and superciliousness get a terrible 
jolt and they think afresh of their role as 
change agentsV" After the 3 or 4 days’ 
camp, the non-official participants also ac¬ 
quire tremendous amount of self-confidence 
as for the first time in life, they could 
articulate in public, their latent feelings 
about their own sufferings and harsh 
realities. The knowledge input that went into 
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them in Mune of these sessions of dialogue 
heightened their aWaieness and leadership 
capability. Wherever the comps were success¬ 
fully conducted, the results, in terras of the 
number of sharecroppers getting recorded, 
were very satisfactory. The same methodo¬ 
logy vvhich was applied in recording the 
namps of sharecroppers in West Bengal can 
l» very successfully utilised for the various 
schemes for poveny alleviation whidi would 
include identification of schemes for NREP/ 
RLEGP and types of investments that the 
(Ufferent categories of poor require to make 
their enterprise viable. In the process, the 
various socio-cultural impediments that 
impede such poverty groups to come for¬ 
ward could also be identified and countered. 
The beneficial fall-out of such camps could 
be innumerable The participants of such 
camps can also form the nuclei aroupd 
which purposeful organisations of the poor 
can be developed with required interven¬ 
tion and assistance of genuine voluntary 
organisations. 

A point which is often raised is that where 
there are elected panchayat bodies at local 
level, should there be any need for such 
organisations of the poor? Elected pan- 
chayats are expected to be responsive to 
various pulls and pressures and political 
forces. But to exert such pulls and pressures, 
one has to have either economic power oi 
organisational strength. Hence, even to make 
the elected panchayat more favourably 
responsive, to the poor, it is necessary to 
develop interest groups of the poor to pro¬ 
mote their cause. A successful anti-poverty 
programme which enhances the income of 
ihe poor and ensures creation of assets in 
their favour and therd>y helps making them 
free economic agents would certainly bring 
about reprisals from those socio-economic 
forces which are likely to suffer some dilu¬ 
tion of their socio-economic suzerainty over 
their erstwhile captive labour force; Without 
a large measure of conscientisation of the 


poor tMUtting &i strong and vitHant group 
action, thd poor would not be able to retain 
their economic gains fm- long. 

Nowhere, a mere top-town nsfbrm pto- 
gratnme succeeds complMely. White the state 
has to play a major role in allocating 
resources, providing legislative backing, 
creating machinery of implementation and 
delivery syston, the critical factor in iu suc¬ 
cess has dwtors been the matchii^ involve¬ 
ment of the voluntary organisations of the 
rural poor, lb the extent the state can create 
conditions favourable to their growth and 
free Binctioning, the programme succeeds. 
Where it demurs or deliberately hinder$,'the 
programme languishes. That seems to be the 
lesson of history. 


Notes 

[This is a revised version of a paper presented 
at a workshop on ‘Poverty in India’ organised 
by Queen Elizabeth House; Oxford in October, 
1987.1 am particularly grateful to N J Kurian 
for his helpful comments. 1 also benefited from 
the valuable comments made by B S Minhas, 
Robert Chambers, K Subbarao, none of them 
shares any responsibility for any errors that 
remain. Views expressed in this paper are mine 
alone and not of Ihe government.] 
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Reshaping IRDP 

Some Issues 

Indira Hirway 

• Acmunts Committee (PAC) of parliament has recently made some recommendations about reshap- 

m the Integrated Rural Development Programme (IRDP). Section I of this paper outlines the mpjor recommen¬ 
dations of the PAC Section II discusses the strengths and weaknesses of these recommendations and draws some 
irferences for reshaping IRDP. Section III examines the implications of some of the suggest'.ons for wage employ¬ 
ment programmes and for planning of rural development in general. 


IT is now widely accepted that the Integrated 
Rural Development Programme (IRDP), 
which is being implemented in India as a 
mejor poverty alleviation programme, is 
neither a panacea for the problem of rural 
poverty, nor is it worth discarding altogether. 
It is recognised that the programmeTneeds 
reshaping. Various suggestions have been 
made by scholars in this conieKt, which 
range from modifications in its designing to 
improvements in its planning, implementa¬ 
tion and monitoring. The Public Accounts 
Committee (PAC) of the parliament has 
recently made some recommendations about 
reshaping IRDP in one of it.s reports.' This 
paper examines the strengths and weakncs.ses 
of these recommendations. In the latter part 
of the paper an attempt has been made to 
understand the implications of the recom¬ 
mendations of the PAC on wage employ¬ 
ment programmes and on anti-poverty pio- 
grammes in general. 

The recommendations of the Public Ac¬ 
counts Committee deserve careful attention 
for a number of reasons: first of all, it is a 
report of a very important committee of 
parliament, whose job is “to ensure that the 
money is spent for the purpo.se for which 
the parliament has voted”. The Committee 
consiists of prominant Ml's, and they have 
examined the programme carefully and with 
a great sense of responsibility.’ Secondly, 
the report is comprehensive in the sense that 
it examines a number of relevant areas of 
IRDP, such as its conceptualisation, plann¬ 
ing, finance, implementation, monitoring, 
etc. The Committee has used official secon¬ 
dary data available at the centre and at the 
state levels; it has examined evaluation 
studies of official agencies as well as of other 
scholars and planners; and it has also had 
indepth discussions with officials and 
academicians about the various dimensions 
of the programme. After careful analysis and 
discussion of the. available material, the 
committee has arrived at its conclusions. 

I 

PAC Approach to Reshaping IRDP 

'The first important observation of the 
PAC is regarding the inadequacy of the 
IRDP approach to achieve the set goals. The 
Committee observes that the IRDP ap¬ 
proach is ‘defective because of number of 
reasons: first of all, it lacks a comprehen¬ 


sive approach. A large number of poverty 
alleviation programmes pertaining to in¬ 
come, employment, quality of life, etc, of the 
poor are implemented simultaneously aim¬ 
ing at more or less the same group of peo¬ 
ple; This creates overlapping which results 
in confusion and weak planning. Secondly, 
these programmes are implemented by a 
large number of ministries and departments 
of the central and state governments. This 
multiplicity of agencies, without any 
satisfactory level of co-ordination among 
them, adds to the confusion. And, thirdly, 
the IRDP approach aims at providing self- 
employment to the poor without giving due 
consideration to the desirability and 
feasibility of self-employment for the 
poorest .sections of the society. It has been 
observed that many times the poor, and 
specially the poore.st sections of the popula¬ 
tion, prefer wage employment. The commit¬ 
tee therefore feels that the pour, who are not 
willing or are incapable of taking up self- 
employment should be given an option of 
wage employment. There is a need to 
integrate wage employment programmes 
with self-employment programmes. 

The committee has recommended that a 
more comprehensive approach to tural 
development should be adopted which 
would aim at redesigning the whole rural 
economy and society, at elimination of the 
exploitation of the poor and at providing 
them with gainful employment, whether 
under the auspices of the public or private 
sector or under self-employment. IRDP can 
be effective only if there is integrated plan¬ 
ning and co-ordinated implementation. The 
committee therefore suggests that as a first 
step in this direction, all allied programmes 
and activities, and the economic infrastruc¬ 
ture required for effective implementation 
of these programmes are integrated and 
bnmg/u under one ministry to avoid overlap¬ 
ping and to enable the government to have 
an effective control over these programme.s. 
All the programmes must be an integral part 
of a single development plan formulated by 
a single development authority and for 
whose effective implementation one single 
authority is responsible and accountable^ 
It is desirable that a beneficiary is covered 
under only one programme/scheme and is 
given adequate assistance to enable him to 
cross the poverty line in one-go and-on a sus¬ 
tained basis. 


NEED FOR A Systematic Approach 

The PAC feels that IRDP has been taken 
‘c.asually’ by the Ministry of Agriculture 
(Department of Rural Development). “The 
committee deprecate that a programme so 
vital for the uplift of the rural population 
and involving huge financial outlay was 
handled in a casual manner”. The commit¬ 
tee furthci adds that “it is distressed to find 
that the programme was launched in haste 
without proper preparatory measures”.^ 

The casualness ol the ministry is reflected 
in the designing and implementation of the 
programme in many ways: (a) The assump¬ 
tion that the annual income of Rs 3,300 for 
a family of 3 members was defined as the 
poverty line was totally unrealistic at that 
time because it was estimated that the 
minimum needs of such a family would need 
an annual income of Rs 4,800.* The revi¬ 
sion of the poverty line later on also could 
not meet the minimum needs level, (b) The 
planning for IRDP was casually done by the 
concerned staff. No sy.stematic plans— 
annual plans, block plans or district 
plans—were prepared to take care of the in¬ 
frastructural and other needs of the anti¬ 
poverty schemes. The committee also 
observed that even when the plans were 
prepared, their quality was far from .satisfac¬ 
tory.'’ (c) identification of beneficiaries was 
done in an ad hoc fashion without conduc¬ 
ting the required surveys, (d) The funds for 
IRDP were released to DRDA, without ex¬ 
amining the utilisation of the previous funds. 
And (e) a large number of posts in DRDA 
were vacant. The strength of the staff also 
was found to be inadequate to meet the 
needs of the programme. 

The committee there recommends that the 
Approach towards IRDP should be business 
like. To start with, it must insist that block 
plans and district plans of IRDP are 
prepared satisfactorily. In fact, grants should 
be released to DRDAs only if the plans are 
prepared. It also must insist that systematic 
planning methods are adopted in implemen¬ 
ting IRDP—in the identification of schemes 
and beneficiaries and in providing other sup¬ 
port. The committee also recommends that 
the staff implementing IRDP should be ade¬ 
quate in terms of number and quality. If 
necessary, appropriate training programmes 
should designed for them. 
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Financial Aluxtahons for IRDP 

The third major recommendation of the 
PAC is in the area of financing IRDP. The 
committee objects to the blanket approach 
of allocation of funds under IRDP. For ex¬ 
ample^ in Uic Sixth Plan Rs 35 lakh per block 
were allotted to bring 600 poorest families 
above the poverty line per year (3,000 in five 
years). This does not seem to be proper first¬ 
ly because the population of a block in India 
varies from .30,000 to 2.5 lakh, and .secondly 
becau.se the incidence of poverty also varies 
widely from block to block. Even the 
Seventh Plan allocations, which give 50 per 
cent weightage to the incidence of poverty 
does not appear to be satisfactory because 
the weightage given to the need is only 50 
per cent.’ 

The committee also observes that the level 
of per capita allocation (loans plus subsidy) 
under IRDP is .so low that it cannot generate 
enough income to bring the beneficiary 
family above the poverty line. In the Sixth 
Plan, for example, per capita subsidy was 
Rs l,(X)0. If the ratio of loan to subsidy is 
2:1, the total investment per beneficiary 
would be Rs 3,(X)0 which just cannot 
generate enough income. Even when the level 
of average subsidy was raised to Rs 1,333 in 
the Seventh Plan the total investment of 
Rs 4.0(X) was still well below the required in¬ 
vestment level which is estimated to be bet¬ 
ween Rs 7,000 and Rs 9,000 per family. The 
committee therefore feels that the allocations 
of funds under IRDP in the Sixth Plan and 
Seventh Plan cannot bring the targeted 
numbers of the poor above the poverty line. 
In other words, there is a need to increase 
IRDP funds drastically. (For example, the 
total investment needed in the Sixth Plan 
would be 15 m households x Rs 7,000-9.000 
per family - Rs 10,5(X) crore to Rs 13,500 
croic or Rs 3,500 crore to Rs 4,500 crorc of 
the subsidy.) if this is not feasible, the targets 
should be scaled down. The committee 
remarks that “there is no point in fixing 
targets which arc impossible of realisation". 
The committee further adds that "the pro¬ 
gramme which does not help poor house¬ 
holds cross the poveny line in one-go, can¬ 
not carry any credibility as to its validity and 
hence credible outlays are the elementary 
need of the IRDP”." 

CREUri l OR IRDP 

The committee has made certain very rele¬ 
vant and pertinent observations regarding 
providing credit for IRDP. The major pro¬ 
blems of credit for IRDP, according to the 
committee, are as foilow's; 

(a) Loans are not enough to meet the total 
costs of schemes, and therefore the.se do not 
allow the economics of the schemes to work 
well. The final result is that the schemes do 
not remain viable.* 

(b) Branches of banks are located on 
highways (development travels on tar roads) 
and unbanked remote areas do not get the 
benefits of IRDP. 


(c) It is also observed that “the circulars 
issu^ by the NABARD and RBI are not 
viewed by the banking system seriously and 
strictly”. Consequently, there are gaps bet¬ 
ween the macro policies and their micro level 
implementation. For example, at micro level 
there is insistence of securities, hypothica- 
tion of assets and mortgaging of land; tight 
recovery schedules, charging compound and 
penal interests, a high percentage of rejec¬ 
tions, etc, though these are not a part of 
policies at the macro level. Frequently, 
'dalals* or brokers operate in between and 
exploit the system to their advantage. All 
these create serious obstaeles in the par¬ 
ticipation of the poor in IRDP. 

(d) There arc serious problems about 
follow up and supervision of loans and 
schemes, and about co-ordination between 
banks and government administration, 
which create adverse effects on the running 
of the schemes. 

(e) And lastly, there are problems regar¬ 
ding recovery of loans. The intra-insti- 
lutional committee consisting of represen¬ 
tatives from RBI, NABARD and a few na¬ 
tionalised banks ha.s observed that the 
recovery under IRDP is of the order of 69 
per cent, which was not less than the 
recovery in general. The PAC, however, 
observes that the situation is not uniform 
in this respect. One major reason for poor 
recovery is the scaling down unit cost and 
project cost resulting in adverse impact on 
the viability of the scheme. 

The committee therefore recommends the 
following: (a) the expansion of credit net¬ 
work in the country, (b) strict and effective 
supervision to ensure effective follow up of 
schemes, and (c) a detailed study should be 
conducted by a committee to study the pro¬ 
blems faced by (he beneficiaries in obtaining 
loans from the banks and to suggest simpli¬ 
fied rules, and (d) the committee has also 
recommended better co-ordination between 
the banks and the government administ¬ 
ration. 

The Subsidy Issue 

Payment of subsidy under IRDP has 
become a very controversial i.ssue in the 
literature The committee also made some 
very pertinent observations about it: First 
of all, there are some administrative pro¬ 
blems about subsidy such as subsidy not 
released to bank.s, or relea.sed late not passed 
on to beneficiaries in-time or over reieesed 
or misused. Ail these create problems in the 
smooth running of the schemes. Secondly, 
subsidy breeds corruption. It raises the price 
of an asset artificially which benefits the 
traders, and ‘dalals’ (brokers); it encourages 
the rich to use the poor to acquire cheap 
assets; it results in generation of assets ‘on 
paper’ i e, assets which are bought by the 
poor only on paper; and lastly the attrac¬ 
tion of subsidy also encourages the traders 
to sell poor quality assets to the poor. 

The committee has considered various 


ahernativeg to nibiidy, such as subsidy in 
kind or replacing subsidy by intnest free 
loans. However, after considering the pros 
and cons, it concludes that these alternatives 
will not help because there will still be scope 
for corruption or deprivation of the poor 
from the benefiu of IROP. What is needed 
to solve all these problems, according to the 
committee is ‘business lil« approach* and 
‘strict supervision*. Unless these two inputs 
are introduced, no relaxations Or concessions 
will reach the poor. 

IMPLEMENTATIONAI. PROBLEMS OF IRDP 

The committee has devoted a good 
amount of time to discuss the problems per¬ 
taining to implementation of IRDP. 

Inadequate Ittfrastructura! Support: lb 
start with, the committee observes that 
IRDP is ‘target oriented', ‘family oriented*, 
‘expenditure oriented’, but not ‘result 
oriented’. That is, while implementing and 
assessing the programme there is no clear 
emphasis on how many families will cross 
the poverty line or how much income gains 
will occur to the beneficiary families. The 
committee therefore feels that the implemen¬ 
tation of the programme should focus on 
these achievements rather than on spending 
the allotted amounts or meeting the physical 
targets of families, etc. 

Inadequate infrastructural support is one 
of the most serious problems of implemen¬ 
tation of IRDP. (The infrastructure, accor¬ 
ding to the committee, consists of technical 
personnel, finance and credit, purchase and 
marketing.) The worse affected area.s in this 
context are remote areas. The committee 
observes that these areas arc more or less left 
out of IROP. Though a numjser of evalua¬ 
tion studies have pointed out this weakness 
of IRDP, no attempts have been so far made 
to remedy it.*® The central team which was 
entrusted with the responsibility of oversee¬ 
ing the programme has not properly per¬ 
formed its duties and has not realised the 
challenging nature of an important assign¬ 
ment in the national interest." The com¬ 
mittee therefore feels that this is a serious 
lapse in the implementation of IROP, which 
has not been remedied to any significant 
extent. 

Apart from the extreme problems of 
remote areas, there are other lapses in the 
infrastructural support of IRDP which in¬ 
clude problems about administrative, 
technical and extension staff, and about the 
infrastructural facilities pertaining to inputs, 
raw materials, markets and training. It is' 
observed by a number of studies that even 
the most popular scheme of IROP, namely, 
the milch animal scheme, did not have ade¬ 
quate infrastructural support in the areas of 
purchase (of good quality assets and inputs) 
and training. The absence of backward and 
forward linkages of IRDP schemes have 
been pointed out by a number of studia, in¬ 
cluding the PEO study. It is also observed 
that the prescribed 10 per cent allocations 
from the total funds for infrastructural 
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ucimu|HiiEui oic mil. mwiiiniK!. ii u necessary 
that state governments should allot more 
funds and take better care of infrastructural 
sufvort. The committee recommends very 
cx^dtly that the infrastructural gaps, which 
create serious bottlenecks in'IRDP, need 
“the maximum attention of the concerned 
authorities”.'^ 

Second Dose of Assistance: The govern¬ 
ment has approved certain guidelines for 
identification of beneficiaries for the sup¬ 
plementary assistance. The committee 
finds from the Seventh Plan document that 
around SO per cent of the beneficiaries to 
be assisted in the plan will be requiring sub¬ 
sistence assistance on an average rate of Rs 
SOO per household. It is difficult to unders¬ 
tand as to how this assistance will help the 
benenciaries to cross the poverty line! If ii 
is considered that 75.51 lakh people (50 pci 
cent beneficiaries) are given Rs 500 per fami¬ 
ly, the total cost would be Rs 375 crore, but 
this would not be able to achieve the desired 
objective. The committee, therefore, recom¬ 
mends that the target of households should 
be scaled down so that the crossing of the 
poverty line by the beneficiaries is not uncer¬ 
tain. The committee also has suggested that 
a comprehensive survey of beneficiaries 
should be conducted to assess the need of 
the second dose of assistance. 

The March Fever. The expenditure pattern 
of IRDP shows that disproportionately 
larger amounts of the funds are spent in the 
month of March (the last month of the 
financial year).'"* For example the percen¬ 
tages of the total funds released in the month 
of March in 1982, 1983 and 1984 were 44, 
33 and 38 respectively. Such a rush of ex¬ 
penditure (a) pushes up the prices of assets 
artificially which fattens the pockets of mid¬ 
dlemen, (b) leads to compromise the quality 
of assets as there is a rush to spend money 
in a very short period and (c) also en¬ 
courages all kinds of financial irregularities. 
Though the Ministry of Rural Development 
is aware of this, no effective steps have been 
taken by it. 

The argument of the ministry that other 
ministries ■ also do the same is “wholly 
untenable and is not at all satisfactory". 
There is a need to be more particular about 
release of funds regularly. There is alo a need 
to provide quarterly target.s. 

Other Impiementational Problems: Apart 
from the above, the committee has also 
discussed other problems, which appear to 
be minor but which can have serious conse¬ 
quences on implementation. These are per- 
'taining to diversion of IRDP funds to other 
heads by state governments, non-mainten¬ 
ance of Vikas-Patrikas (identity-cum- 
monitoring cards), non-verification of assets, 
and non-availability of assets. All these 
lapses, as revealed by various studies, are 
serious in nature, and are likely to affect the 
quality of results of IRDP considerably. The 
committee observes that these lapses have 
encouraged a good amount of corruption 


in the system. There is a need to uke cor¬ 
rective measures, including-strict supervision 
and monitoring. 

OROANtSATtONAL PROBLEMS OF IRDP 

Some of the major concerns of the com¬ 
mittee in this area are relating to inadequate 
representation of the copcerned agencies on 
the DRDA governing body and in the state 
level committees, miailability of the staff and 
thar planning capabilities, temporary nature 
of DRDA staff, lack of commitment of the 
staff, low mobility of the staff, multiplicity 
of programmes and of planning agencies; 
and issues pertaining to people’s participa¬ 
tion in IRDP. The committee has made .some 
sharp reference to these deficiencies and 
made useful recommendations. 

The committee feels that the state and 
district level bodies implementing IRDP are 
not adequately represented by the different 
concerned agencies, like Khadi and Village 
Industries Commission/Board and other 
similar organisations. These organisations 
should be represented on these bodies. It is 
also felt that as the colicctor/deputy com- 
mi.s.sioner remains loo pre-occupM with the 
functions of the collection of revenues, law 
and order and other protocol activities, a 
senior lAS/PCS officer should be made the 
chairman of the governing body of the 
DRDA. 

There are some serious problems about 
the staff of IRDP. First of aJI the total sanc¬ 
tioned posts are not adequate'' (10 per cent 
allocations for administration does not seem 
to be adequate). Secondly, all the posts arc 
not filled up. Thirdly, the nature of appoint¬ 
ment of the staff in DRDA is temporary 
(they are brought from other departments). 
Fourthly, the staff lacks in motivation as well 
as in capabilities. Many state governments 
have demanded more .staff to implement the 
ever increasing number of rural development 
programmes and .schemes. Also, many of 
them have indicated that the capabilities of 
the staff as well as the training facilities are 
not adequate. In addition, the ‘temporary’ 
nature of the staff comes in the way of their 
involvement with work. 

The committee makes some important 
recommendations in this context: 

(a) There is a need to formulate a proper 
personnel policy by the Department of Rural 
Envelopment. 1 his policy would take care of 
the recruitment, placement, training, staff¬ 
ing, etc. As “IRDP has come to stay”, the 
temporary nature of employment must go. 

(b) DRDA should be evaluated as an 
organisation so as to identify measures to 
strengthen it. 

(c) In order to improve the mobility of the 
staff (so that follow-up efforts are inten¬ 
sified), two-wheelers, and if necessary jeeps 
should be provided to them. 

(d) A training strategy for the staff, from 
VLW to DRDA offices should be formulated 
(or reformulated) carefully taking intp con¬ 
sideration the speciFic needs at each level 


PK)PLE’s Participation 

The committee observes that “the most 
important shortcoming in the programme is 
the absence of people’s participation in it. 
The frequently made observation by a 
number of studies that the poorest strata do 
not participate adequately in IRDP is a 
point which worries ail the concerned 
people. 

The committee is of the opinion that real 
participation of the people will come from 
active association of panchayat raj institu¬ 
tions in IRDP. However, the panchayat raj 
institutions should be based on free and fair 
elections. Autonomy of the people’s institu¬ 
tions emanates from the freedom of the peo¬ 
ple to elect their own representative bodies 
gt the grassroots levels at regular and well 
laid down intervals. The committee feels that 
such elections at the village, taluka and 
district levels should not be subjected to the 
plea.sure of the governments, but should be 
under an appropriate constitutional authori¬ 
ty set up on the lines of the Flection Com¬ 
mission. These elections should not be con¬ 
ducted on a political party basis as a non- 
party approach to elections at the grassroots 
level alone can bring about, over a period, 
a local leadership which is acceptable to all 
the sections of the rural society. 

The committee realises that it is not easy 
to implement this suggestion. However, it 
feels that “the time has come for a deter¬ 
mined effort to be made to persuade all the 
state governments to sec that panchayat in¬ 
stitutions are activi.sed so that it may become 
possible for the country to give effect to its 
anti-poverty programme with efficiency and 
honesty in pursuasive manner”. Only then 
will the beneficiaries attain above the poverty 
line status.'^ 

The committee also recommends that the 
.state level committee on IRDP should be 
strengthened by the inclusion of MPs and 
local level leaders of the .states concerned. 
“Men of commitment alone should find a 
place in these horties.”"* 

Monitoring anij Evaluahon of IRDP 

After pointing out that the IRDP was not 
evaluated for the first two years by the 
Ministry of Rural Development'* (which is 
a lapse on its part), the committee observes 
that the present system of evaluation and 
ihonitoring of IRDP is not satisfaeuwy. First 
of all. there is no in-built monitoring and 
evaluation system for the foolproof repor¬ 
ting of the ground level results and 
achievements of the programme. Secondly, 
the supervision of the programme by the 
higher authorities has not been satisfactory. 
If the programmes are periodically review¬ 
ed at a higher level, it would go a long way 
to improve the quality of the programme 
Thirdly, each state has not set up monitor¬ 
ing cell with the result that in some states 
systematic evaluation does not take place.^ 
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II 

Reshaping IRDP 

It is worth noting that the PAC has done 
an in-depth analysis of the various aspects 
of the IRDP and has come out with useful 
reconunendations, some of which are quite 
radical. It has also touched upon some of 
the relatively neglected issues of the im¬ 
plementation of the programme (such as, the 
March fever, problems of remote areas, 
diversion of IRDP funds by state govern¬ 
ments. etc) and in the process pointed to 
some constraints of development ad¬ 
ministration. It can be said that the recom¬ 
mendations of the committee will prove to 
be an important input to the planners in 
reshaping IRDP. 

The approach of the committee and its 
presentation of the recommendations, 
however, suffers from two limitations. First¬ 
ly, the committee presents an alternative ap¬ 
proach (the single agency based comprehen¬ 
sive approach) in the beginning, the recom¬ 
mendations made later on do not stick lo 
this framework. That is, the discussion and 
recommendations in the latter part of the 
report aim at improving the efficiency of the 
various aspects of the programme in isola¬ 
tion. For example, there is no discu.s$ion 
about linking up IRDP planning to the plan¬ 
ning for rural development in general, or in¬ 
frastructural planning for IRDP through 
wage employment programmes, or financial 
allocations for IRDP and their implications 
on wage employment programmes and so 
on. It appears that the committee has not 
been able to link the first recommendation, 
which is regarding the approach of IRDP, 
with the other recommendations in a very 
meaningful way. 

Secondly, the committee has also not 
discussed (a) the issues pertaining to the im¬ 
pact of IRDP on women, or on the SC/ST 
population, (b) the impact of IRDP schemes 
(mainly the ISB component) on diversifica¬ 
tion of the rural economy, and (c) the role 
of the socio-economic structure in depriv¬ 
ing the poorest sections from the benefits of 
IRDP. Unc cannot help feeling disappointed 
about these omissions, not only bccau.se 
these issues are not included in the recom¬ 
mendations, but also because the PAC has 
nut considered them important enough to 
include in their report. The major recom¬ 
mendations of the PAC need some careful 
discussion. This is attempted in the follow¬ 
ing paragraphs. 

iN I bCRATKt) SiNCiLE AOtNC Y APPROACH 

The problems arising from the 
simultaneous existence of a large number of 
anti-poverty programmes for more or less 
the same group of people on one hand, and 
the confusion arising from multiple planning 
and implementing afmeies for these pro¬ 
grammes on the othtthave been discussed 
by many scholars in nb literature. Various 
suggestions Itatw been made and alternative 


approaches have been presented in this 
context. 

Hovrever it is argued by some scholars as 
well a.s by the Department of Ruial Develop¬ 
ment that 'it is neither desirable nor feasi¬ 
ble to have a single programme' for various 
developmental activities like health, hygiene, 
education, housing, empitqrment and in¬ 
come generation, etc, in rural areas because 
with such an integration poverty alleviation 
will lose its focus.^' They do not even agree 
to the merging of all employment/income 
generation programmes in one programme 
because each of these programmes has a 
distinct focus and it is hardly feasible to 
merge them.^^ It is argued, for example, 
that the IRDP supplemented by NREP and 
RLEGP cannot deliver the goods because 
NREP/RLEGP will have to generate 
employment through public works, whereas 
IRDP is a private enterprise of individual 
household.s.^^ As each of these programmes 
arc targeted for different areas or different 
groups, it is considered desirable to keep 
them separate. According to the subscribers 
of this view therefore what is needed is 'a 
three-pronged attack on resource mobilisa¬ 
tion, generation of greater employment and 
wider distribution of income’ without 
bothering about an integrated approach. 

This argument, however, does not seem to 
be acceptable for a number of reasons. First 
of all, if due to historical reasons we are fac¬ 
ing a complex situation of multiplicity of 
programmes and of planning agencies where 
their vertical and horizontal linkages do not 
allow an overall view of the .situation (not 
only before planning but also after the pro¬ 
grammes are planned), the solution lies in 
a major surgery. If we accept the fact that 
all these programmes aim at more or less the 
same groups of people, we have to accept 
an approach which views all these program¬ 
mes in an integrated fashion. Secondly, wage 
employment programmes and self- 
employment programmes need to be in¬ 
tegrated as both are complementary and 
supplementary to each other; if wage 
employment programmes create new assets, 
sclf-employmcnt programmes will offer self- 
employment schemes based on these 
assets.^'* And lastly, if each programme is 
viewed independently, it will not be possi¬ 
ble to establish the required linkages among 
them. 

We therefore firmly believe that there is 
a dermite need to integrate rural develop¬ 
ment programmes in one comprehensive 
programme. It is necessary that these pro¬ 
grammes are brought under one agency and 
arc planned under the umbrella of the agen¬ 
cy which has a total view of the situation. 

The relevant questions in this context 
would be: what kind of integration is 
desirable? and how to achieve it? Apart from 
the PAC, two other committees of the 
government, namely the Working Group on 
District Planning^’ (WGDP) and the Com¬ 
mittee for Reviewing the Existing Ad¬ 
ministrative Arrangements for Rural 


Developmem (CAARD^ have examined 
these issues and made recommendations. 
Though the PAC. WGDP and CAARO have 
recommended an int^rated approach for 
rural development, their recommendations 
ate not identical. 

CAARD recommends that the process of 
integration should start at the state level by 
appointing a very senior officer of the rank 
of a chief secretary designated as Develop¬ 
ment Commissioner (DC) in charge of the 
total development administration at the state 
level. The secretaries of agriculture, animal 
husbandry, co-operation and industries will 
work under him/her. The DC should be sup¬ 
ported by the District Development Com¬ 
missioner (DDC) at the district level (who 
will co-ordinate all the rural development ac¬ 
tivities of the districi^^ and Assistant 
Development Officer (ADO) at the block 
level. I'hc present BDO’s post should be 
upgraded to ADO who will be ‘the sheet an¬ 
chor of the entire rural development process’. 
The DDC will be the chief executive of the 
ziila parishad or (if there are no panchayats) 
will be the chairman and chief executive of 
the District Development Council. He will 
be of a higher status than the district 
collector. 

The WGDP, on the olher hand, recom¬ 
mends integration around the district level 
and state level planning agencies. It suggests 
that the district planning body, headed by 
the collector, should function as an umbrella 
organisation hosting the plans of the in¬ 
dividual departments and agencies, and in¬ 
tegrating them into a common and consis¬ 
tent framework subserving a central strategy 
formulated for the district as a whole. 

The WGOP lealises that ‘Jhe objective of 
comprehensive planning at the district level 
is a long run objective’ and it should be 
achieved through 'some definite stages and 
sequences’. It is therefore necessary to take 
note of the existing administrative .set up and 
the definite agencies involved in various 
development tasks to work out the appro¬ 
priate modalities for bringing about integra¬ 
tion at the planning stage itself. The WGDP 
therefore recommends that the DPB should 
function as the umbrella agency at the 
district level to start with. And then steps 
should be taken to encompass various acti¬ 
vities under the district planning board: 
(a) The DPB should gradually start support¬ 
ing anti-poverty programmes by providing 
the required inputs, including the infrastruc¬ 
tural requirements as a part of the planning 
exercise, (b) The DRDA should learn to 
dialogue effectively with DPB so that the 
present vacuum in co-ordination is effective¬ 
ly bridged. This development dialogue could 
Ire institutionalised by providing mutual 
representation in these bodies. The same can 
be done at the block level, (c) No new pro¬ 
gramme or a new planning agency should 
be introduced in future, independent of the 
existing set up.' 

It appears Ihat white the and 
CAARD do not clearly distinguish between 
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the short run Biid long run goats, the WGDP 
not only distinguishes between the two, but 
■Iso recommends the modality of achieving 
them. Also, WGDP nscomffiends<int%ration 
around the pluming department (at the 
state, district and block levels), while 
CAARD and PAC suggest that ihinistry/ 
department of rural development should be 
the integrating agency. The PAC, for 
example recommends that only one ministry 
at the centre should be in charge of all rural 
development programmes,^" and only one 
agency at each level should be responsible 
for the planning. 

It can be said that in the absence of 
district planning machinery in many states 
today, integration around rural development 
ministry/department is an acceptable pro¬ 
position. It must be added,.however, that 
gradually district planning machinery has to 
undertake the major responsibility of com¬ 
prehensive planning at the district level. 
When district planning is introduced in all 
the states, as has been talked about, integra¬ 
ted planning will have to be undertaken 
under the planning departmcnt.^maehincry 
at various levels. 

CAARD’s suggestion of upgrading the 
position of BDO to ADO, and of putting 
DDC above the collector are, however, very 
pertinent. This will enable these officers to 
co-ordinate the work effectively. 

One can therefore conclude that though 
the rccommenduiion ol an iniegtaied appio- 
ach of the PAC is acceptable in principle, 
it needs considerable elaboration and detail¬ 
ing. I'he right approach perhaps lies in an 
integration of the recomnicndutions made 
by the PAC. CAARD and WGDP. 

DlMbNs,IONS Ol IRDP 

The PAC has recommended that tlic 
IRpP should enable the beneficiaries to 
cross the poverty line m one go. it has 
therefore suggested that cither the funds ol 
IRDP should be raised so that the invest¬ 
ment per beneficiary goes up and pixnides 
enough income to the family or the target 
of beneficiaries should be reduced .so that 
each beneficiary gets enough investment to 
earn a minimum income level. As the former 
is an expensive proposition, the latter seems 
to be acceptable. 

The question of the si/e of IRDP, how¬ 
ever, has other dimensions also. It can be 
said that'the si/c of IRDP is iikdy to be 
influenced by the following factors; 

(1) Demand for self-employment in the 
economy: The IRDP approach assumes 
, that all the poor want to take up self- 
employment programmes. Some studies, 
1 however, have shown that many of the 
poor, specially the poorest of the poor, 
are neither willing nor capable of taking 
up self-employment.*’ The results of the 
probing questions of the NSS also have 
shown that there is a clear preference for 
wage employment among the rural 
population.’*' This implies that the 
potential of IRDP is perhaps much less 


than what is visualised by the planners. 

(2) The size of IRDP wiR also d^end on 
the supply of assets which could be given 
to the poor for self-employment. It 
appears that this supply is not unlimited 
—specially when the pro-elite growth 
process in the economy is eroding the 
opportunities for the poor. The PAC, for 
example, has observed that even for the 
most popular schemes like the milch 
animal scheme, the supply of milch 
animals was not enough to meet the 
needs, and consequently, the quality of 
the animals was compromised. Rath” 
and V M Rao’^ also have expressed 
.similar observations. 

(3) If IRDP has to eradicate poverty of the 
beneficiaries, each benenciary family 
should be given an asset of the size which 
generates the poverty line income level 
for the family. The supply of these assets 
for IRDP will be much smaller if the 
as.sets are selected in this fashion. 

14) The availability of financial rcsource.s 
with the govetnmciii will also be an im¬ 
portant factor in determining the size of 
the IRDP. The resources allocated for 
IRDP in the Seventh Plan, for example, 
can meet only 50 per cent of the set 
target” of poverty eradication. If the 
total allocations cannot be raised, the 
targets should be scaled down, or if the 
target is to be achieved, the allocation 
will have to double. The priority given 
to the programme by the planners 
becomes a crucial factor here. 

The i.s.suc of the dimension of IRDP. lhu.s, 
IS a complex i.ssue. The rcqiiii-cd size of 
IRDP in a region can be assenrsed on the 
basis of the following; (I) assessment of the 
demand for.self-employrnenl in the economy 
(which can be assessed on the basis of the 
present level of self-employment and the 
chrricc of the poor for self-employment 
when the option of wage employment is kept 
open), (2) identification of the sa’tors" where 
self-employment is possible and estimation 
of scope for scif-einployment in these sectors 
(including trade and service), and (3) finan¬ 
cial resources available for the programme. 
Such an exercise will be feasible and truit- 
ful if carried out at the micro level, i c. 
di.strict, block and below block levels. 

It is important to note that all the.se fac¬ 
tors indicate that the scope for IRDP is less 
than what it has been visualised by the plan¬ 
ners. And if we a.ssess the .scope of IRDP 
in the context of the present desvloptnental 
process in the economy, which is gradually 
eroding the employment oppor tunities for 
the poor, it will be clear that (he scope for 
IRDP is after ail limited. 

PtOPl.fS PARTini'AIION IN IRDP 

The issue of identification of IRDP 
beneficiaries is closely linked with thd issue 
of people’s participation in the pr^ramme. 
The PAC’s recommendation that panchayat 
raj institutions ar capable of bringing about 


proper identification of beneficiaries and 
people’s participation does not seem to be 
acceptable for a number of reasons. First of 
all, PAC's suggestion that panchayat elec¬ 
tions at the village, block and district levels 
should be held on non-party basis is not a 
realistic assumption in the present situation 
when political parties have or are trying to 
create a base even at the grassroots level. 
Secondly, the expectation of the PAC that 
regular elections to panchayats will ulti¬ 
mately result in developing local leadership 
is also not realistic as there is no logic for 
expecting this in a highly stratified society 
like ours. And thirdly, autonomy of people’s 
institutions does not emanate merely from 
the freedom of people to elect their own 
representatives. It is easy to give such 
fr^on; on paper, but it is difficult to 
translate it in practice. It seems to us that 
the PAC has looked at the problem of 
people’s participation in a higtily idealistic 
fashion. 

CAARD. WGDP and other committees 
also hold that pancliayai raj institutions can 
bring about people's participation in econo¬ 
mic development in general and IRDP in 
particular, ilosvcvcr, a large number of 
studies have shown that panchayat leaders, 
instead ot helping the poor, frequently 
corner the benefits of growth for their own 
class and leave the poor without the benefits 
of even anti-poverty programmes. Can we, 
then, depend on these institutions I'or bring¬ 
ing about people’s participation? We think 
that it is high time we admitted explicitly that 
thc.se representatives of people in panchayats 
do not necessarily represent the interests of 
the poor, and in fact they tend to go against 
the intere.sts of the poor to favour the in¬ 
terests of their own class.-*"* 

This perhaps means that people's parti¬ 
cipation in anti-poverty programmes cannot 
start with thcii representatives’ participation. 
I^vple’s participation should be encouraged 
through beneficiary level participation. The 
WGDP has very rightly suggested that people 
should start participating in development by 

(a) contributing resources, (b) assisting 
administrative and co-ordinating efforts, 
and by (e) enlisting themselves in program¬ 
mes as beneficiaries.’* It can be said tlial 
NCiOs and organisations of the poor can 
contribute .substantially to bring about 
beneficiary level participation of the poor 
in various developmental programmes. 

It seems to us that panchayat raj institu¬ 
tions, hy themselves, are not likely to bring 
about participation of the poor in anti- 
poverty programmes. However, a frequently 
made suggestion that panchayat raj institu¬ 
tions should be kept away from anti-poverty 
programmes is not very acceptable on the 
ground that elected local bodies cannot be 
ignored in a democratic society. The role of 
these institutions in anti-poverty program¬ 
mes should be accepted only if (a) gram 
sabhas select beneficiaries for IRDP and 

(b) planning component of the programme 
is strengthened in such a way that the deci- 
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sions about locaiion-wisc (even village-wise) 
and sector-wise allocations of resources are 
determined mainly on the basis of a syste¬ 
matic analysis of the regional situations in 
the context of the set goals for planning. If 
gram sabhas are activated and selection of 
beneficiaries is done by the sabha in the 
presence of a taluka level officer, other 
government staff implementing the pro¬ 
gramme and the representatives of the local 
trade union/NOOs, the selection is likely to 
be better. The strengthening of the planning 
component through systematic planning at 
district, block and below block levels will 
leave less scope for manipulation by the rural 
rich. 

iMtM.lMhNrAllONOI- IRDP 

Most of the suggestions made by the PAC 
in this area are non-conlroversial and accep¬ 
table The suggestions regarding expanding 
the credit network and streamlining the pro¬ 
cedure, providing infrastructural support, 
serving remote areas, introducing better 
supervision and strict discipline, controlling 
the diversion of IRDP funds, etc, are not 
only relevant but are very important for the 
success of IRDP. One would only like to sup¬ 
port these by saying that these .suggestions, 
many of which arc frequently made by 
various committees, evaluation studies and 
.scholars, arc taken seriously by the planners. 

Tun Loosi- Enijs 

The discussion of the IRDP by the PAC' 
has left a number of open questions which 
need to he answered. One important ques¬ 
tion in this context is about the implications 
of the new approach to IRDP on wage 
employment programmes and on the plan¬ 
ning process of the economy in general. It 
will be necessary, for example, to find an 
answer to the question that if all the poor 
(and specially tlie poorest ol the poor) arc 
not willing or capable of taking up self- 
employment programmes will it be po.ssible 
to provide wage employment to all those 
who want it? Do wc have the re.sources for 
that, and more importantly, docs the 
economy have a scope for creating wage 
employment programmes on such a large 
scale? The second question would be: can 
the scif-employmem programmes and wage 
employment programmes together create 
enougii employment opportunities for the 
poor in the economy when the development 
process u> becoming highly capital intensive 
in some sectors (for example in the sccon- 
daiy scctoi) and when the employment 
opportunities in ihc rc.si of the sectors are 
declining? The next section attempts to 
answer question.s. 

Ill 

Plafining for Ptnerty Kraciirutiun 

IjCt us start with the question of wage 
employment programmes first. Various 
.studies have shown that wage employment 


programmes in the economy today are facing 
three rngjor problems: (1) inadequate resour¬ 
ces for the programmes,’* (2) weak plan¬ 
ning component of the programmes,” 
and (3) poor implementation of the pro¬ 
grammes. In addition to these, however, 
there is one more problem which is being 
experienced in some pockets, and which will 
be experienced in many more pockets in the 
future. This concerns the availability of 
works which can be taken up under wage 
employment programmes. It is found that 
in some scarcity area.s, for example, that 
there is not much scope for starting new 
public works/assets to provide employment 
to the local unemployed.’* In certain EGS 
areas also the same has been experienced. 
The question that arises, then, is: will it be 
possible for the economy to generate enough 
employment in wage employment pro¬ 
grammes to provide work to all those who 
want it? 

Apart from the above issues, there arc 
some otiier issues also which relate to the 
negative impact of wage employment pro¬ 
grammes on the economy. It is argued, for 
example, that if wage employment program¬ 
mes expand to create large-.scalc employment 
for l|ie poor, we will be creating a large array 
of unskilled workers in the economy which 
will depend on manual labour and will earn, 
at the most, the minimum wages. Do wc 
visualise this kind of .solution tbr eradica¬ 
tion of poverty in the economy? Also, these 
large-scale wage employment programmes 
will have a negative impact dn the asset 
distribution in (he economy because these 
programmes will tend to strengthen the asset 
base of those who have some as.set.s. For 
example, if a tank is constructed, it will help 
those who have some land; if land develop¬ 
ment programmes arc taken up, it will help 
only those who have some land. The con¬ 
cept of collective ownership of these assets 
is neither accepted by the planners nor is it 
practicable in all the ca.scs. This implies tliat 
large-scale expansion of wage employment 
programmes will have a tendency to enlarge 
the asset inequalities in the economy. 

The present .set of wage employment pro¬ 
grammes do not seem to provide any solu¬ 
tion to tlie problems raised above, it seems 
that wc will have to modify these program¬ 
mes considerably and also exapand their size 
to meet these challenges. U‘t us therefore 
.Stan with examining the potential of wage 
employment programmes in an economy like 
ours. 

Wa(iI- EMPIOYMENI PROtiRAMMl.S IN 

PovEirrv Eradic ai k)n 

Wage employment programmes can con¬ 
tribute to poverty cradicatiim and to the 
development process ot economy in the 
following ways; 

(1) These programmc.s can contribute to 
poverty eradication by generating employ¬ 
ment for the poor. It must be noted, however, 
that wage employment programmes can 
eradicate poverty only if they provide con¬ 


tinuous employment (and not scattered and 
uncertain employment) at minimum wages 
when minimum wages are paid regularly 
without undue delays. It can be added that 
women’s employment on these works will 
also make significant contribution to poverty 
eradication. 

(2) Generation of productive assets with 
the use of surplus manpower is another 
important contribution of wage employment 
programmes. These assets could be infra¬ 
structural facilities (roads, buildings, etc), 
other public productive assets (irrigation 
tanks, check dams, canals, etc), common 
properties (waste land, forests, gra.ss land, 
etc) or assets on individual lands or for 
private individuals (land development on 
private holdings, housing for the poor, etc). 
These productive assets will also improve the 
labour absorbing capacity of the economy 
in the mainstream along with raising the rate 
of growth of the economy. 

(3) Wage employment programmes can 
contribute to the improvement of the quality 
of life of the poor. This can be achieved if 
the programmes include works like construc¬ 
tion of housing for the poor, wells for drink¬ 
ing water, approach roads, village sanitation, 
school buildings, gobar gas plants, etc. 

(4) Wage employment programmes can 
also have a significant and positive impact 
on the labour market in a number of ways. 

I'irsi of .ill, generation of large-.scalc employ¬ 
ment opportunities at minimum wage rales 
can raise the general wage rate for the 
workers in (he economy. .Secondly, equal 
wage payments to all the workers on these 
programmes can reduce the prevailing wage 
differentials between the wages of male and 
female workers, and of miggani and local 
workers. It can also reduce the seasonal fluc¬ 
tuations in wage rates of workers and thereby 
protect the incomes of the poor in the lean 
season. All these effects together can help 
in weakening the exploitative segmentation 
in the rtirui labour market. 

(5) Wage employment programmes can 
also be utili.sed in forming informal and 
formal groups of workers and in organising 
(hem. When groups of workers work 
together on the same site for a number of 
days there is a possibility of their coming 
together and forming organisations. NGOs 
or trade unions can be encouraged to do this 
work. Some organisations of female workers 
on the EGS of Maharashtra are worth men¬ 
tioning in this context. 

(6) And lastly, if wage employment pro- 
grammes incorporate skilled work, backed 
by suitable training programmes for workers, 
the productivity of workers as well as the 
potential scope of wage employment pro¬ 
grammes can increase considerably. These 
skills need not be of a high level, but should 
be of the level which would enable the 
workers to work on the works mentioned 
above. It is true that introduction of the skill 
component in tRe programmes will raise the 
cost estimates of wage employment pro¬ 
grammes. However, if we note that this 
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inclusion wiil improve labour productivity, 
eiqtand the scope of wage employment pro^ 
grammes and also improve the onployinent 
opportunities for these workers in the 
economy inter on, the inciusibn will be 
justifiable 

When we examine the present program- 
mes, viz, NREP and RLBGP in the context 
of the above potential, it becomes clear that 
these programmes should be modified on 
the following lines: first of all, the size of 
the programmes should increase substantial¬ 
ly. Secondly, the programmes should include 
the skill component, and thirdly, the nature 
of the works to be undertaken will have to 
be diversified. The scope of these modified 
wage employment programmes can be 
broadly defined as follows: 

First of all, wage employment program¬ 
mes should include, as mentioned above, 
infrastructural facilities and other public 
productive assets like tanks, wells, etc; 
common property works (like afforestation, 
waste land development and grass land 
development); works for improving the 
quality of life of the poor (like housing, 
sanitation, and approach road, etc); and 
works on private lands as and when possible. 

In addition-to these, however, the pro¬ 
grammes should also be designed to take up 
the wage component of various developmen¬ 
tal investments and programmes. For coim- 
ple, construction of medium and major 
irrigation schemes, construction of the 
infrastructure of industrial cstates/ccntrcs, 
construction of panchayat ghar, gobar gas 
plants, rural bank buildings, primary 
schools, yuvak mandals, etc, can be taken 
up under these programmes. Apart from 
providing employment to local workers, this 
wider coverage will also reduce the impli- 
citation of workers by contractors and 
intermeoiaries. 

It is clear, however, that the wider coverage 
wiir call for better organisation and bcttci 
integration of developmental planning. It 
will be useful if planning cells at the district 
and block levels keep lists of workers who 
are available for wage work in different 
villages. The cells will, then, identify the 
wage employment component of various 
development schemes and provide this 
employment to those who are in need of 
work. This calls for better integration of the 
planning process at the district and below 
district levels. 

Thus it seems that there is a possibility of 
expanding the scope for wage employment 
programmes to a considerable extent by inte¬ 
grating them with developmental planning. 
" However, there is a limit to this-expansion 
, after a certain stage because (a) there is a 
limit to the mobility of workers, (b) there is 
a limit to the works which, even after the 
wpamtwt scope, can be taken up under these 
programmes, and because (c) this one shot 
employment generation under the program¬ 
mes cannot be expected to provide employ¬ 
ment to the labour force which is expanding 
at the rate of 2.55 per cent per year of which 


only a part is absorbed in the mainstream. 
(It has been estimated that ^e net addition 
to the labour force between 1985-90 will be 
of the size of 120 m). 

It can be concluded therefore that ulti¬ 
mately both, self-employment programmes 
as wen as wage employment programmes arc 
going to face serious limits to their apan- 
sion. Self-cmpolyment programmes will face 
problems not only because some sections of 
the poor prefer wage employment, but also 
because the pro-urban, pro-capital intensive 
and pro-elite development process is eroding 
the employment opportunities for the 
massfs; and wage employment programmes 
will face problems bwause of the limits to 
the mobility of workers and to the nature 
of the works. This means that anti-poverty 
programmes of both the types together may 
not be able to create enough employment in 
the economy to eradicate poverty in the com¬ 
ing decades. We will have to think of other 
alternatives, one of which would be modi¬ 
fying the course of development of the 
economy. 

Our planners have always avoided the 
hard options of a radical nature and opted 
for soft solutions. They have, for example, 
avoided radical land reforms and structural 
changes and opted for special programmes 
for the ptmr, and also opted for. isolated anti¬ 


poverty programmes instead of introducing 
rigorous and highly systematic and com¬ 
prehensive planning at various levels. In 
short they have chosen a developmcnul pro¬ 
cess which is of least resistance and which 
favours tlw vested interests of the power elite. 
The complexities of the present problems, 
however, suggest that we cannot go on like 
this for ever. The time has now arrived when 
we have to make hard choices for our 
developmental path. The policies which just 
scratch the system on the surface will no 
more deliver the goods. We have to now 
accept that unless we change our path 
towards the interests of the masses of the 
poor, we will not be able to face the chal¬ 
lenge of poverty eradication. Unless we put 
a brake to the indiscriminate high-tech 
growth process, and choose a path that pro¬ 
vides ample employment opportunities for 
the poor, we will not be able to eradicate 
poverty of the masses. 

NotfK 

1 Lok Sabha Secretariat, Ninety-first Report, 
Public Accounts Committee. (1986-87), 
Integrated Rural Development Programme, 
New Delhi, 1987. 

2 The Public Accounts Committee was 
chaired by E Ayyau Reddy. It had IS 
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members from Lok Sabha and 7 from Rajya 
Sabha. X H Chhaya and S M Mehta were 
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3 Public Accounts Committee, op cit. p 11. 

4 Public Accounts Commiuee, op cit, p 10. 

5 Ibid, p 9. 
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Commission) study, the NABARD study 
and other studies have observed that "iden¬ 
tification of beneficiaries was done without 
conducting surveys", “lists of beneficiaries 
were prepared on adhoc basts”, "block plans 
of IRDP were not prepared”, "dLstrict plans 
were of poor quality”, etc. 

7 It has been decided it> the Seventh Plan that 
for the first two years of the plan the alloca¬ 
tion would give 50 per cent weightage to the 
incidence of poverty, and later on it will be 
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determined by the NSSO (Refer to the 
Seventh Five-Year Plan, p 57). 

8 Public Accounts Committee, op cit, p 37. 
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10 Public Accounts Committee, op cit, p 77. 

11 Ibid, p 78. 

12 Public Accounts Committee, op cit, p 81. 

13 According to thc.se guidelines (a) the objec¬ 
tive of the .second dose is to enable the 
lamiiy to cross the poverty line, (|b) the 
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BDO, bank manager and DRDA official 
and the sub-divisional officer should decide 
about the second dose scheme and bcnetl- 
ciaries, and <d) the progress of the bene¬ 
ficiaries .should be reviewed by the above 
mentioned committee. 

14 According to the guidelines the financial 
targets for the four quarters of a financial 
year arc as follows: 

First quarter 10 per cent, 2nd quarter 20 per 
cent, -ird quartet 35 ikt cent, fourth quartet 
35 per cent. 

15 Many state governments have pleaded for 
additional staff to implement the ever 
increasing number of rural development 
schemes. Refer to the Public Accounts 
Committee, op cit, p 132. 

16 Public Accounts Committee, op cit, p 133. 

17 Public Accounts Committee, op cit, p 134. 

18 Ibid, p 134. 

19 The Committee notes that mi evaluation 
report could be made available for vvrinca- 
lion to audit till December 1984, Ibid, p 140. 

20 Recently, there have been some changes 
apart from the periodic studies by RBI, 
NABARD, 1IPA,MIUA, NIUM. etc, there 
is a concurrent evaluation system introdu¬ 
ced. According to this, every month 2 blocks 
each in 36 districts and 72 blocks and 1.440 
families are studied. Half of the beneficia- 
ties studied are old beneficiaries. Depart¬ 
ment of rural development. Concurrent 
Evaluation of IRDP: The Main Findings, 
October 1985-Sepiember 1986, and for 
.hinu.iry Match 1987, Mimsiiy ol Agii- 
culture, New Delhi 1987. 

21 PAC Report, op cit, p 4. 

22 Ibid, p S. 

23 The statement by the economist from the 
Gokhale Institute of Pune as quoted by the 

-#PAC (p 5). 

24'''1te(er foi further discussion, Indira Hirway, 


'Caribi Hatao. Can IROP Do It?’, Econo¬ 
mic and PoHUcai Weekly, March 1985. 

25 Planning Commission. Report of the W>rk- 
ing Group on District Planning, Govern¬ 
ment of India, New Delhi, 1984. 

26 Department of Rural Development, Report 
of the Committee to Review the Existing 
Administrative Arrangements for Rural 
Development and Poverty A lleviation Pro¬ 
grammes', Ministry of Agriculture, New 
Delhi, 1985. 

27 These activities will include agriculture, 
animal husbandry co-operation, industries 
and other related activities. 

28 PAC Report, op cit, p 11. 

29 These poor are observed to be having low 
risk bearing capacity, poor credit worthiness 
and low level of enterprise. Illiteracy and 
ignorance also add to these .sometimes. 
They are therefore frequently observed to 
be unwilling or incapable of taking up 
self-employment. 

30 It is observed that 80 to 90 per cent of men 
and women'in rural areas who want work 
prefer wage employment. Refer to- National 
.Sample Survey, 32nd round, 1977-78. 
Report No 298, Table 45. 

31 Nilkanth Rath, ‘Oaribi Hatao, Can IRDP 
Do It?' Economic and Political Heekiv. 
February 9, 1985. 


32 V M Rao, 'IRDP and Annuti Diveniflca- 
tion: A Study in Karnataka', Economic and 
Mitkai Weekly. December 16, 1987. 

33 The per capita average susbidy in the 
Seventh Plan is estimated to be Rs 1,333. 
The ratio of subsidy to loan is 1:2, The 
investment per capita will be approximately 
Rs 4d)00. This is half of the required invest¬ 
ment (Rs 7,000-Rs 9,000) for generating 
minimum incomes. 

34 Indira Hirway, Abolition of Poverty in 
India, Vikas Publishing House, New Delhi, 
1986. K Sheshadri, Political Linkage and 
Rural Development, National, New Delhi, 
1976. 

35 Report of the WGDP, Vol I, op cit, p 101. 

36 It has been estimated that NREP and 
RLECiP together do not even meet 2 per 
cent of the requirements for employment 
in the economy. 

37 Indira Hirway, Wage Employment Pro¬ 
grammes in Rural Development: A Study 
of NREP in Gujarat, Oxford and IBH 
Publishing House, New Delhi, 1986. 

38 It is observed in some of the scarcity areas 
in Gujarat that though approach roads 
from both the sides are constructed and a 
tank is deepened the unemployment are still 
looking for more work. 
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Mughal Economy through Quantitative Lens 

Amalendu Guha 

TTie Economy of the Mughal Empire cl595 -A Statistical Study by 
Shirecn Moosvi; Oxford University Press, Delhi, 1987; pp 442 including ten 
maps, five figures, statistical tables, bibliography and index. Rs 195. 


SHIREEN MOOSVl does not accept 
Moreland’s description of Abut Fazl’s Ain- 
i-Akbari as a "hastily edited collection of 
official papers”. Not that the extant copies 
of the work arc totally free of transcriptional 
and clerical errors or of ambiguities here and 
there. Yet these are minimal, and the mass 
of quantitative economic data presented 
therein could be interpreted meaningfully to 
historically reconstruct the Mughal econo¬ 
mic structures and to understand the 
developing trends and tensions therein. This 
is why Moosvi herself takes up this stupen¬ 
dous task. Her task would have perhaps 
been easier, and her conclusions firmer had 
Akbar's imperial impatience not forced .\bul 
Fazl to drop the idea of undertaking yet a 
sixth revision even after he had completed 
the fifth and, eventually, final dratt. This 
"Work, we arc told, took the courtly author 
and his staff no less than seven years. 

I 

Clerical and transcriptional errors apart, 
there are also other problems while coming 
to grips with the Ain. Though most of it.s 
data related to the mid-1590.s, some were 
obviously gleaned from official pafters 
belonging to pre-iS86 and post-15% periods. 
Abul Fazl’s updating of some of the figures 
in the text after its formal publication, even 
at the risk of internal inconsistencies, creates 
further problems for us. Besides, figures 
coming down to us through extant copies of 
the text or through Biochmann’s and Jarrei’s 
translations' do not always tally. Such being 
the circumstances, the task undertaken by 
Moosvi has indeed been a difficult one. 

However, she has demonstrated, with a 
reasonable measure of success, that all such 
difficulties could be reduced to manageable 
proportions. While using the Ain as her 
basic source she has at first cross-checked 
the texts of two available Persian manu¬ 
scripts with Blochmann’s edition to get a 
scries of corrected data. And then only, tep 
by step, she makes a scries of calculations 
and extrapolations, based on the parti^ and 
r scattered statistics given as they arc in the 
. Ain for some regions. All this she does to 
come finally to certain broad macro-level 
generalisations. One cannot but note with 
some admiration that she is not only at ease 
with the statistical, techniques, but also 
equally with the skill required for compar¬ 
ing 'and collating the extant manuscript 
copies of the text in Persian. Such combina¬ 
tion is rather rare amoitg our historians. 
Moosvi’s book is one more example of the 


increasing sophistication Indian historio¬ 
graphy has reached by now, particularly in 
the field of economic history. Arid in this 
respect, her work touches the height of a 
longstanding line of enquiry, earlier pursued 
by W A Moreland, Irfan Habib and others. 

or the seventeen chapters of the book, the 
first is devoted to a detailed critical review 
of the major sources consulted and to 
presentation of reconstructed statistical 
abstracts from the Ain, pertaining to the 
gross cropped area as well as to the revenue 
demand figures (Jama), available for certain 
regions. In course of the eleven chapters that 
follow, the author later makes estimations 
of the total extent of cultivation, the size of 
agricultural pioduciion and the distribution 
of the surplus among various clas.ses. 

In fact what emciges as the central core 
of her comiibiition is a detailed picture of 
the late I6ih century Mughal-lndian 
agrarian economy, with estimates of culti¬ 
vated acreage, crop yields, the land revettuc 
demand and breakdown components of the 
surplus which was extracted from the 
agrarian ba.se and enjoyed by landed in- 
iciesjs of different categories. However, it 
should he noted that the Ain provides solid 
figures, as regards the cultivated area only 
for a few regions on a comparable basis. 

Moosvi’s method of estimating the extent 
of cultivation is complicated enough to be 
discussed here with all the necessary details. 
Suffice it to say that, having established-the 
validity of the available relevant statistics for 
a well-defined area, she compares them with 
later statistics of the British period to get fur¬ 
ther insight into (he rate of growth mean¬ 
while In one place of her book, for example, 
she notes the combined gross cropped area 
of UP, Gujarat and Punjab around 1S9S to 
have been almost 48 per cent of what it was 
in 1909-10, and this reasonable ratio assures 
her of the credibility of the relevant statistics 
from the Ain. The aforesaid three regions 
together accounted for about 31 per cent of 
the territory of the Mughal empire and 
32 per cent of its population (going by 1911 
census). Hence, Moosvi says, one could, as 
well, roughly work out the gross cropped 
area for the whole empire from the results 
obtained for these regions. She then relaxes 
the possible underestimation built into her 
own assumptions and suggests that the 
actual gross cropped area in the empire was 
likely to be in the range of SO to 55 per cent 
of what it was aroqnd 1909-10. 

One of her important findings is that, 
between 1540-45 ^ c 1870, the yields per 


acre remained practically the same in the 
case not only of the major foodgrains, but 
also of the cash crops. another finding 
of hers, on the basis of the actual dastur 
rates, is that the land revenue demand on 
most food and other ordinary crops was 
equal to about half the produce^ as estimated 
for certain localities. For higher grade crops, 
there might have been some concessions as 
incentive. 

But it is unlikely that these concessions on 
a few crops modified the main fact; and this 
was that the land revenue was generally set 
to awount for about half the total agri¬ 
cultural produce. 

Thus, according to Moosvi, the normative 
praciic'e was not to collect one-third of the 
gross produce as land revenue, as has so far 
been generally believed, but as mud> as one- 
half. Does this then mean that the revenue 
demand, as a percentage share of the gross 
produce, reniained unaltered till the end of 
the.Mughal rule? Or, did it further increase, 
providing ground for a widespread peasant 
unrest as evidenced? 

While dasturs or standard rates 
reprcsciued the tax claim on the peasant, the 
jama represented the revenue realisation. 

Since the jama was the estimate of net in¬ 
come from all sources of revenue which the 
assignee or, in the unassigned areas, the 
King's establishment (Khalisaf expected to 
receive, it must also have included taxes other 
than land revenue. 

Moosvi therefore reduces the Jama arbi¬ 
trarily by 10 per cent to get the net amount 
of revenue realised solely from land. Of the 
authorised jama as such, approximately 
some 10 per cent was zamindars’ share; 7 per 
cent went to local officials like chaudhurt, 
muqaddam, qanungo and patwari and as 
much as 20 per cent was allowed as normal 
cost of collection. Thus if the. total leakage 
added up to 37 per cent of the Jama, then 
only 63 per cent of it appears to have been 
the net realisation by the state. But this was 
not the actual case. Moosvi concludes that, 
on an average, the total gross collection from 
the peasants must have had in reality oiceed- 
ed the Jama by 43 per cent. The incidence 
of the standard Jama or actual collection, 
of course, varied from region to region 
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depending on the situation. 

How was the agrarian surplus distributed? 
Moosvi tries to indicate the relevant shares 
of the different categories of the ruling class. 
At the grassroots level, zamindars (in various 
capacities) retained with themselves some 20 
per cent of the revenue collection, and some 

3.4 per cent of the potential revenue was 
alienated to land grant holders. The nobility, 
constituted of just 167] mansabdars, ‘prob¬ 
ably’ claimed about 82 per cent of the 
remaining amount, i c, the effective jama. 
The share of the imperial establishment was 
about 14 per cent, and the remaining 4 per 
cent or so of the net collection found its way 
to the imperial treasure hoard. 

Moosvi has also worked out some details 
of the con-sumption pattern of the emperor 
and the ruling class. All this suggests that 
about 17.3 per cent of ihc jama was spent 
directly on wage payments to unproductively 
employed persons in the service sector and 

37.4 per cent was spent on craft goods. The 
remaining 4S per cent or so of theyamn sup¬ 
ported direct consumption by the ruling 
class. Incidentally, 9 per cent of theynma was 
spent on the maintenance of the emperor's 
personal military establishments. However, 
the percentage shares given appear to be 
somewhat confusing in the absence of a neat 
tabulation of the specified shares adding up 
to one hundred. 

The series of quantitative exercises thus 
presented involve so many assumptions that 
even the author cannot be very sure of her 
own estimates, “in other words, the un¬ 
known complexities underlying our hypo¬ 
thesis are many, but we have to learn to live 
with such unresolved difficulties in any 
analysis seeking to cover the whole of the 
Mughal empire” (p 149). 

II 

The four penultimate chapters are devoted 
to such matters as the extent of urbanisation, 
prices and wages and the impact of money 
and credit and of foreign trade on the 
internal economy. Some 13 per cent of the 
population, according to her, lived in cities 
and towns, and it was largely the rulers’ 
expenditure on craft goods and services that 
led to the urban growth to this extent. 

Moosvi has also tried to take notice of the 
differences in the levels of prices and wages 
between the late t6th and mid-l9th century 
and to trace the growth of the supply of 
minted coins over time from 1356 to 1707. 
One of her conclusions is that, during 
158.3-160.8, prkes must have generally 
remained stable, since silver prices are found 
to have remained stable in terms of both gold 
as well as copper. Whether this latter fact 
is sufficient to prove the case of a general 
price stability is an issue to be best left by 
this reviewer to monetary experts to judge. 

The first substantial disturbance in the 
price level is said to have come between 1608 
and 1614 “to judge from the rise in gold and 
copper prices’’. Even jama statistics, accord¬ 
ing to Moosvi, suggest an upward trend 
which could only be due to a general price, 
rise. However, the incessant-inflow of bullion 


and the supposed logic of this phenothenon 
apart, no concrete evidence of a rise in pices 
is offered. As a result, Moosvi'sf daborate 
enbrts at establishing a consistent cause- 
and-effect relation between estimates of 
coined money and the price lev^l, on the 
basis of fragmentary Mughal-Indian data, 
remain a problematic 

The last chapter is on population, 
although the Ain hardly offers any estimate 
of it, even with a partial coverage. However, 
one could always make a working estimate, 
taking the army strength or the cultivated 
acreage supporting the people as the basis 
of such estimation. Moreland’s estimation 
of a 60 million population for Akbar’s 
empire or a 100 million population for 
pre-1947 India, as a whole, for those times 
is not acceptable to Moosvi. Nor arc the 
estimates subsequently made by Desai, 
Heston or other scholars. Her own calcula¬ 
tions, based on the reconstructed cultivated 
acreage and jama figures, lead hei to believe 
that in 1601 Akbar’s empire had a popula¬ 
tion of 98 million arid pre-1947 India, of 145 
million. The compound rate of growth of 
population during 1601-1872 Chen works out 
at 0.21 per cent per annum, as against 0.37 
per cent during the following three decades 
covered by regular censuses. 

Any attempt at quantifying history has no 
doubt its built-in limitations; nevertheless, 
it helps historians to achieve greater preci¬ 
sion and cohesion in the presentation of 


history and to lay bare the otherwise un¬ 
noticed logical implications of accepting a 
given set of data as valid. Such attem^s also 
provide; however tentatively, a measuring rod 
for economic change over time lb this ex¬ 
tent, Moosvi’s enterprise has been rewarding 
and it has certainly broken fresh ground. 
Being a pioneering work meant for profes¬ 
sional historians, the book as such looks like, 
and indeed is, a collection of problem- 
oriented statistical exercises, rather than a 
coherently structured narrative. The reader 
very much misses a concluding chapter 
wh^the major findings could have Imn 
summarised. Perhaps that was never the in¬ 
tention of the author, arid she only wanted 
to raise questions to push further research 
along new avenues. 

Finally, the title of the book is too modest. 
Moosvi has focused not only on the Mughal 
economy around c 1595, but, in several 
respects, she has also surveyed developments 
in the late 16th and the whole of the 17th 
century. Besides, she has also tried to com¬ 
pare Akbar’s times and subsequent British 
times with regard to certain economic in¬ 
dicators. All said, the book should be ex¬ 
pected to have an impact on current Indian 
historiography. We are told by the author 
that Abul Fa/I took seven long years to com¬ 
plete the Ain. We would have been equally 
interested to know for how many years our 
author herself had to work to produce the 
volume under review. 
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World Bank Wisdom 

Bagaram lUIpule 

Services in Developing Countries by 
published by Oxford University Press for the World Bank, 1987: 
pp 278, $ 29.95. 


THE. debate about whether the economic in¬ 
terests of a society, especially a developing 
one, are best served ^ the production of 
goods and services bdng in private hands 
or owned and operated by public authorities 
is by no means new. It is also an endless 
debate since it is, in essence, an ideological 
debate: Mudi scholarship and sophistication 
have been brought to bear on the debate 
from both sides. Gabriel Roth, in his book 
focuses on public services and presents what 
he considers to be the merits in these being 
provided by private agenejes rather than by 
public authorities. Roth faine deals with six 
important public services: education, elec¬ 
tricity, health, telecommunications, urban 
transport and water suppb^ and sewerage. He 
has organised his material neatly, a chapter 
for each of the services discuss^ and each 
chapter structured to set out the special 
features of the service concerned, the criteria 
for public or private provision of the service, 
illustrations of the service being efficiently 
and economically provided by private agen¬ 
cies in various developing countries and the 
author’s conclusion. In an introductory 
chapter Roth defines the various terms used 
in the book and sets out a conceptual 
framework for the analysis to follow. A final 
chapter by way of conclusion briefly sums 
up what the author believes he has shown 
in his book. 

Roth does not go much into the theore¬ 
tical side of the debate, and the little that 
he does say on it is simplistic, almost crude. 
He advances stock aiguments in favour of 
private enterprise and the market economy, 
namely, that private owners have greater 
incentive to be efficient and consumer 
oriented, that in a competitive economy 
resources get channelled towards production 
of what consumers want, that private enter¬ 
prise will attract better entrepreneurs and 
managers than government officials and so 
on. That the truth of these propositiom has 
been challenged by equally strong, if not 
stronger, aiguments is of no consequence to 
Roth. TTie robber-barons, the trustsi^ the 
cartels, the multinational pants playing with 
not only the economies but also the politics 
of many developing countries, governments 
tbemselves becoming the virtual hand¬ 
maidens of a powerful capitalist class, all 
these realities simply do not exist for him. 
Indeed, he makes some quite astonishing 
claims on behalf of private enterprise; for 
instance, ’’private investors will’be able and 
willing to supply moit funds for tdecom- 
munications than a govenament will be able 
to aUocatev since there are many other com¬ 
peting gfnims on funds raised by taxation” 
(p 165). He must have the multinational 


telecommunication pants in mind, for who 
else among private investors, particularly in 
developing countries, will make more funds 
available for investment, quite apart from 
the fact that funds raised by taxation need 
not be the only funds available to a govern¬ 
ment for investment. Even more astonishing, 
“a substantial private sector reduces the 
threat of excessive government power {and 
substitutes it with the excessive power of 
private capital], helps to preserve individual 
freedom (whose freedom?) and reduces the 
scope of corruption...” (p 165; words in 
parentheses added). 

In the Foreword to the book, the Director 
of the Economic Development Institute of 
the. World Bank claims that in publishing 
these examples of the private provision of 
public services in developing countries, 
“...neither the Economic Development 
institute nor the World Bank wishes to sug¬ 
gest that they should be replicated in other 
countries or even that they could be”. The 
author himself also says, “My intent is not 
to tcU policy makers or researchers what 
should be done but to provide examples of 
what is being done already..(p 12). 
Similar disclaimers of any intention to push 
the relative merits of private enterprise are 
scattered at various places in the book. But 
these are far from convincing. For also scat¬ 
tered at various places in the book are 
statements which make (} qiute clear that the 
book does, indeed, aim at establishing the 
relative advantages of public services being 
provided by private oiterprise rather than 
through public autliorities. At times, because 
of his anxiety to cover up his real intent, the 
author finds himself in rather awkward 
situations. For instancy in the Introduction 
he begins a paragraph by saying, “It is not 
the purpose of this book to argue whether 
goods and services should be provided by 
private enterprise or by governments” and 
ends it a few lines later by declaring that 
“Even in situations where government ad¬ 
ministrators would provide better services 
than the private sector, it may still be 
beneficial to transfer activities to the private 
sector if such action would enable the ad¬ 
ministrators to concentrate more fruitfully 
on activities that only government can pro¬ 
vided’ (emphasis in original). This, in effect 
' means that government should restrict itself 
to defence, law and order and collection of 
taxes and pieibrably leave the rest to the 
private sector. Again the conclusions in 
successive chs^rters are:'*', .-.there is no need 
for governments to intervene diiectiy in the 
generation and pricing of electridty or to 
determine who should be allowed to generate 
electricity": . .with regards to both equi¬ 


ty and efRckncy... public policy in devdop- 
ing countries should encourage private acti¬ 
vities in the health sector.“.. .there do . 
not appear to be any insuperable Bnandal 
or teamed constraints that prevent the- . 
private seaor from satisfying the intense 
unmet demands for telecommunication ser¬ 
vices in developing countries’’; “Urban 
transport can be competitively provided by 
the private sector, the regulation of far« and 
entry is likely to do more harm than 
good..“... private providers are 
technically and financially able to supply 
water through piped systems..In none of 
the six services discuss^ does Roth conclude 
that public authority is the more appropriate 
agency tolrrovide it. As if to finally clinch 
the issue, he at the very end of the book 
offers the following gem: “If the United 
States which is not one of the poorest coun¬ 
tries in the world finds it worthwhile to 
encourage the private provision of public 
services, might it not be time for countries 
less rich to look to their own entrepreneurial 
resources, to ensure that their resources, too, 
arc used to the maximum advantage?” 

If, as the author claims in the Preface to 
the book, his main purpose was to “refute 
the conventional wisdom that only the 
public sector can supply public services in 
developing countries’’, he might, indeed, 
have spared himself the trouble of writing 
the book. For, how many developing coun¬ 
tries really believe that all priyatc agencies 
should be shut out from the provision of 
such services as education, urban transport 
or health? As the author himself conches 
“all sodeties will continue to depend on a 
mix of services” (p S). is this, then, so much 
ado about a non-issue? 

One may not, however, dismiss the book 
so lightly. Behind its publication stands the 
World Etenk whose own stand on the ideo¬ 
logical ilivide between the two views of 
developmental policies and strategies is no 
secret. A large number of members of the 
Wbrld Bank staff have contributed to the 
research for the preparation of the book and 
although the customary declaration at the 
banning formally separates the bank from 
the views contained in the book, it can be 
no coincidence that these views clearly re¬ 
inforce; and are clearly intended to reinfoice; 
the known sund of the Wsrld Bank on the 
basic question. The ongoing controversy 
over the efforts of the industrialised coun¬ 
tries to bring services within the purview of 
GATT and thereby force the entry of their 
multinationsJ corporations in the services 
sector also in tin devdoping world provides 
a topical background to the book. Policy- 
makm from developing countries need to 
beware of such not-so-hidden persuaders. 

When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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Women: Work and Empowerment 

Usha Thakkar 

Women in Bihar: A Study of Their Role in Twar Silk Production by 
Gautam Vohra; Vikas Publishing House, New Delhi, 1988; pp 296, Rs 150. 


THOUGH the Indian constitution grants 
equal status to women, the reality is that 
justice—social, economic and political—still 
renuuns elusive for them. Oppressed by 
traditions and deprived of training to get 
gainful employmcni, they suffer exploiu- 
tkm. The Report of the Committee on Status 
of Women, Tbwards Equality, was the first 
well documented source book and an eye- 
opener so far as the condition of women in 
' India is concerned. After that there has been 
growing interest among academics, writers 
and journalists on issues concerning Indian 
women and their responses to various 
challenges and situations. 

Though women’s work has been taken for 
granted, the fact is that they have always 
worked. They bring up children, care for the 
sick and aged, fetch fuel and water, help in 
family production units or fields without 
being paid. There is a dearth of studies on 
women of lower strata, women in agrarian 
situations, the impact of technology on 
them, women and power, women’s grass¬ 
roots organisations and analysis of women’s 
movements. 

The present book is a welcome study in 
this direaion, depicting the attempts of rural 
women in Bihar to get involved in economic 
activities. It discusses the role of women in 
tasar silk production, which gained impor¬ 
tance as the Department of Women and 
Oiild Development, Ministry of Human 
Resource Development (as part of its sup¬ 
port to employment programmes) supported 
five hundred acres of arjuna plantations (tlw 
host plant of the tasar silk worms) covering 
eight non-governmental organisations con- 
trollnl by women spread over seven districts 
and the capital in Bihw. It describes thdr 
background and growth, their ideology, rela¬ 
tion with the parent organisation, economic 
programmes undertaken by lh«n, mark»ing 
strategies, efforts to establish women’s core 
groups, linkages with government and other 
organisations and proHles of some impor¬ 
tant staff members. 

It is dear from the study that the patterns 
of working of the NOOs vary. Sometimes 
the influence of the leader on the growth of 
the organisation is very visible, as in SEWA- 
Mithila, and sometimes not so as in SEWA- 
Bhagalpur or SEWA-Singfabhum. Usually 
the patent organisation's influence remains 
prominent, though a few like the Badlao 
Foundation manage to grow on their own. 

AU of these organisations have made 
economic programmes thdr main activity. 
Mostly it hu been tasar sericulture; stdnniqg 
and weaving, embroidery and ^ntlique work 
partly on tasar and papad-making. It is 
interesting to note that some have also gone 


in for non-traditional programmes, like folk 
art (SEWAMithila) and carpentry (Mahila 
Vikas Kendra). It is obvious that employ¬ 
ment generation is the aim of all the 
women’s organisations, which explains why 
they have contented themselves with ^>poin- 
ting women leaders on whom they depehd 
to organise their ptogrammes. Few have tried 
to analyse whether these leaders are ade¬ 
quate for the purpose or whether it would. 
^ better to have committees. (Even where 
mahila mandals are established th^ are 
weak.) The focus is on coitre-based develop¬ 
ment. so there is not much scope for 
women’s units at the village level. Some of 
them have thought of organising co¬ 
operatives, which are still in an elementary 
stage of growth. 

It is in this context that the author raises 
a question of crudal importance: does one 
begin with economic activities, hoping they 
will lead to empowerment, or does one begin 
with attempts at empowering women and go 
on to economic adivities? The two issues are 
so intenningled that it is difllcult to separate 
them. There cannot be liberation without 
economic independence and yet mere earn¬ 
ing activity without awareness is futile. There 
are many hurdles in the path of schemes 
relating to women from the stage of forma¬ 
tion to that of implementation. The needs 
of women are often not thought of in terms 
of their individuality, and so very o&ap 
women are treat^ as targets of welfare an^ 
not as participmits in the process of 
development. 

The value of the book is that it throws 
light on the achievements an'd weaknesses of 
women NOOs in a poverty-stricken and 
feudal set-up. It unfolds a hew-breaking 
saga of women and their struggles in coming 
out of the four walls of their homes in 
developing skills and getting employment in 
traditional and non-traditional areas and in 
gaining total awareness of their situation. 
The study further reveals that induction of 


women at all id«Is has not beat pos^e; 
and the idea has not percolated to aU a^ieets 
of thdr consdousness. ^Mmnen's groups are 
dependent on patent organisatit^ which 
are male dominated, thou^ somai sudi as 
SEWA-Mithila and SEVlABhagtdpur, have 
managed to develop women leaders. By 
large, office administration, accounts and 
marketing still remain with men. Further, the 
Mahila Mandals are "fragile structures for 
the simple reason that they are based around 
economic demands. If dieir economic 
demands are not met they can fail apart" 
(p20l). 

Anothff reality brought out vividly is that 
at present opposition of vested interests is 
not a major issue for the women’s groups, 
since they have not gone in for major pro¬ 
jects or village organisation development in 
a big way. The fact remains that the links 
of the bureaucracy with the vested interests 
affects NOOs’ ptogrammes adversely. AU 
these factors lead the author, and rightly so, 
to conclude that women who have been vic¬ 
tims of exploitation and blind superstition 
as a result of centuries of cultural, social and 
economic oppression cannot be liberated 
without a sustained struggle (p 202). 

A useful chapter is that on recommenda¬ 
tions concerning the need to organise women 
to increase solidarity among them to set up 
training courses and awareness-generating 
piogranimes. It emphasises that women need 
to be kept in mind what the programmes are 
being implemented, both by the CotTral 
Ihsar Research and Ihiining Institute 
(CTRTI) and by the Khadi and Village In¬ 
dustries Commission (KVIC). Also that 
there should be collaboration between 
CTRTI. KVIC and various NCiOs. 

On the wholft the book is a welcome 
addition to the literature on women and 
developunent. It holds the interest of the 
reader due to the author’s ability to face 
reality at the village level and to understand 
women’s problems in the context of pro¬ 
grammes. The data collected about the pro¬ 
grammes and persons connected with the 
schemes offer a sensitive profile of men and 
women workers. The methodology adopted 
is adequate. However, one wishes for a m(»e 
detailed analysis of the prevaiUng ideology 
«id its impact on the working of the NOOs. 
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SPEQ AL ARTICLES 

Budget Forecasts of Central Government 
Revenue and Expenditure 

A Test of Rational Expectation 

B B Bhattacharya 
Anita Kumari 

This paper evaluates the forecasting efficiency of the central government budget and revised budget estimates. 
It is found that neither the budget nor revised budget estimates of revenue and expenditure satisfy the criteria 
of rational expectations of forecasting nor even unbiasedness. There is very little evidence of improvement in 
the efficiency of budgeting over time. 


I 

Introduction 

THE forecasting of government revenue and 
expenditure is an intricate problem of 
government budgeting. If the forecast errors 
are very large then they can create distortions 
in the implementation of government 
economic policy. For inStence, if the actual 
expenditure exceeds budgeted or anticipated 
expenditure then it may lead to unanticipa¬ 
ted deficit financing vvith adverse conse¬ 
quences. Similarly, when actual revenue falls 
short of budgeted then it may either lead to 
a curtailment of some vital public expen¬ 
diture or to excess deficit financing. 

The bbdget errors—the difference bet¬ 
ween actual and budgeted revenues and 
expenditures—can occur due to several 
reasons: for instance, (a) due to improper 
aaessment of the growth of national income 
and price level, etc, (b) under or over estima¬ 
tion of expenditure and tax elasticities, 
(c) unanticipated increase in wage bill due 
to inflation, (d) wrong forecast of cost and 
profit of public enterprises, and (e) under¬ 
estimation of cost of public programmes and 
projects. Government revenues and expen¬ 
ditures are also highly sensitive to exogenous 
shocks and externalities. For instance, a bad 
drought may necessitate large-scale relief 
operation im^ving extra public expenditure. 
Similarly an exogenous rise in import price 
of a key input, like petroleum, may increase 
cost of public services in general and public 
investment in particular. 

Broadly we can divide budget errors into 
two components: (a) errors on account of 
miscalculation and wrong judgment and 
(b) errors on account of unanticipated and 
^exogenous shocks. The former can occur 
^partly on account of wrong forecast of key 
economic variables, like, national income, 
investment, saving, inflation, ett (which 
in/luence government revenue and expen¬ 
diture), and partly on account of improper 
estimation of key parameters of budgeting, 
like tax and expenditure elasticities. One of 
the steps in improving forecasts would 
be to analyse behaviour of budget errors. 


There arc very few .studies on the empirical 
behaviour of budgni errors in India. Mahesh 
Chand (1962) found that there was on an 
average an underestimation of both revenue 
and expenditure in budget as compared to 
aaual during the period 1949-50 to 1958-59. 
The underestimation was generally greater 
in revenue than in expenditure, consequently 
the budget underestimated revenue surplus. 
He also found no improvement in forecasts 
of revenue and expenditure in revised esti¬ 
mates of the budget as compared to the 
original budget estimates. Asher (1978), on 
the other hand, found that while both 
revenue and expenditure were underestima¬ 
ted during the period l%7-68 to 1975-76, the 
underestimation was more in the case of 
expenditure, and con.sequenily the adual 
deficit was larger than budget estimate of 
deficit. He found revised budget estimates 
better than budget estimates and also an im¬ 
provement in efficiency of budgeting over 
time.' Chakrabarty and Varghese (1982) 
came to a similar conclusion regarding 
budget deficit for the period 1970-71 to 
1979-80. Paul and Rangarajan (1974) com¬ 
pared budget forecasts with actual capital 
expenditures of central and state govern¬ 
ments for the period 1951-52 to 1964-65 and 
found large errors in forecasting particularly 
in state budgets. They also found that 
forecasting errors were relatively larger in 
some disaggregated components of capital 
expenditure. Thc.se studies have however 
used only descriptive statistics to analyse 
forecasting performance of government 
revenue and expenditure. 

This paper aims to evaluate the fore¬ 
casting efficiency of the central government 
budget and revised budget estimates. The 
evaluation is done in terms of unbiasedness, 
rational expectations and improvement/ 
deterioration in forecasting efficiency over 
time. The main finding of the study is that 
neither the budget nor revised budget 
estimates of the centr^ government revenue 
and expenditure satisfy the criteria of 
rational expectations of forecasting nor even 
unbiasedness. There is also very little 
evidence of improvement in efficiency of 


budgeting over time. The methodology of 
evaluation is given in section II. Section III 
analyses the results. Major findings and their 
policy implications are given in section IV. 

II 

Mf'thtxlolujry of Evaluation of 

Budget Forecaata 

The budget estimates of government 
revenue and expenditure may be regarded as 
budget forecasts of the actual government 
revenue and expenditure respectively. If A (t) 
is actual and P (t) is forecast in year t then 
the forecasting error E (t) - A (t)- P(t). B(l) 
may be positive, negative or zero depending 
on whether the forecast is under pr^iction, 
over prediction or perfect. One of the com¬ 
mon measures of the average forecasting 
performance during a sample period con¬ 
sisting of n years is root mean square error, 
defined as: 

RMSE = /(1/n 1 E{t)* ... (1) 

RMSE will be zero when the forecast is 
absolutely perfect for all years, i e, when E(t) 
is zero for all t. RMSE has two limitations: 
first, it does not distinguish between under 
and over predietions, and secondly, there is 
no theoretical upper value of RMSE, and 
consequently it cannot be used for statistical 
inference. Despite these limitations RMSE 
is widely used in evaluating government 
forecasts of economic variables.* 

A more rigorous measure of evaluation is 
Theil’s inequality statistics, which may be 

defi ned as: _ 

U =:^l/n) I [p (t) - a (t)]^ ~ ... (2) 

'{l/n)i U> (t)lV.(»/n)il«(t)l* 
where a(t) = A (t) - A(t-I) and 
p (t) = p (t)-A(t-l) 

U will be zero when the forecast is perfect, 
i e, when the predicted chanjge p(t) is equal 
to actual change aft) for all t. litis also im- 
(tiies that U u zero when P(t) > Aft) for all L 
The upper value of U would depend on 
whether the direction of change is predicted 
correctly or not. If the direction of diange 
is predicted correctly, on an average, i e. 
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when X[a(t). p(t)] > 0, then U will be less 
than unity. If on the other hand the direc¬ 
tion of change is predicted wrongly, i e, when 
Z(a(t). p(t)] < 0, then U would be greater 
in unity. U would be exactly equal to unity 
when the forecast implies 'no change, i e, 
when p (t) = 0 for all t or Zip (t). a (D) * 0. 
However there is no specific probability 
distribution of U and consequently it can 
not be used for statistical inference except 
as a broad measure of prediction.' Besides, 
U like RMSE, cannot distinguish between 
under or over prediction. McNees (1975) has 
used U for evaluation of GNP forecasts in 
the US and Paul and Rangarajan (1974) have 
used it for evaluation of budget forecasts in 
India. 

The budget estimates may be viewed as 
government exportations of government 
revenue, expenditure and deficit. If the ex¬ 
pectations are derived endogenously then the 
forecast is based on univariate auto¬ 
regressive behaviour, or P(i) is some func¬ 
tion of A(M), A (t-2),.. If on the other 
hand the expectations are rational, then 
forecasts of government revenue, expen¬ 
diture, etc, would depend on the prior infor¬ 
mation on all variables like national income, 
price level, etc, which have functional 
relationships with government revenues and 
expenditures. In practice budget estimates 
may be based on both endogenous and ra¬ 
tional expectations because estimates are 
made partly on the basis of past trends of 
revenues and expenditures and partly on the 
basis of expect!^ national income, imports, 
inflation rate, etc. 

The notion of rational expectations, as 


propounded by Muth (1961). assumes that 
individuals use infonnation efficiently and 
do not make systematic mistakes in thrir ex¬ 
pectations. If this hypothesis is valid then 
the government, which has a better access 
to information than many individuals and 
a better capacity to analyse economic in¬ 
formations than ordinary individuals, 
should make rational forecasts of govern¬ 
ment revenues and expenditure in budget. 
The budget farK'ast can be regarded as ra¬ 
tional if the forecast (P) is an unbiased 
predictor of actual (A). The unbiasedness 
can be tested by estimating the regression 
equation: 

A (t) - 0 - 1 ^ /J P (t) + u (1) ... (3) 

The forecast would be rational if a 0 and 

P - 1. ■ 

The unbiasedness is however not .sufficient 
to justify rational expectations. According 
to Muth, the forecast is rational if it is not 
only an unbiased predictor of the actual but 
also the forecast error is uncorrelaicd with 
the predicted value, which implies that the 
coe^icient of correlation (c) between E (t) 
and P (t) should be zero. 

The sufficient condition for rational 
expectations—according to Lovell (1986)—-is 
that the prediction error must be uncor¬ 
related with the entire set of in format ion that 
is available to the forecaster at the time the 
prediction is made. One implication of this 
requirement is ih'at the prediction error must 
be uncorrelated with the historical informa¬ 
tion on prior realisation of the variable 
forecast, which means that if lagged value 
of actual are added to the right hand side 


of (be regression ecpiiflbn (3) they mnst tv- 
pear with zero coe^ents. The proper test 
of rational expectatioiu would therefore 
require estimation of: 

A(t)-e-t-j5P(t)+y A(t-1) + tt(t)... (4) 
and the condition of rational opectations 
would be satisfied if a o, /) « 1, y « 0 
and g E(t).P(i) >= 0. 

The rational expectations however does 
not necessarily ensure accurate fotecast. In 
fact, a forecast nuqr sometime satisfy dl con¬ 
ditions of rational expectations and yet be 
less reliable than a non-rational forecast 
Consider forecasts and actuals in periods 1, 
2 and 3 in two cases: 

1: A(l)« 100, P(l)»90: A(2)= lia P(2)“115; 

A(3)»120, P(3)=»125. 

II: A(l)=100. P(l)-99; A(2)=110, P(2)=109-. 

A(3)=120. P(3)=119. 

Case 1 satisfies unbiasedness condition 
while case il does not The latter is however 
a more reliable forecast than the former. An 
ideal forecast should therefore be not only 
rational but also a close predictor of the ac¬ 
tual. This can be inferr^ from the overall 
goodness of fit between Aft) and P^t). 

Finally it is worth examining whether the 
efficiency of budgeting is improving or 
deteriorating over time. This may be examin¬ 
ed by estimating a function: 

Q(t) - d f or 4 Eft) ... (5) 
where Q(t)>» 100 E (t)/A(t) and T is a linear 
time trend. 

If the efficiency of forecasting improves 
over time then 0 should be less than zero. 
On the other hand 0>0 would imply a 


Tabi i- I: AvrRACi; Annual Riwi-Nur., Expfnoitube and SuRPius/Otr-ii iT ol Ceni'rai. Governmint and Avkkace Percentage Error in 

BfiiocET Forecasting 









I’ercentagc Error* 






Actual (Rs Crore) 



Budget 



Revised Budget 



1 

11 


Ill 

1 

11 

III 

1 


11 

111 

RR 

2282 

II48S 


7651 

2.7 

3.9 

3.7 

1.7 


-0.1 

0.1 

RE 

2110 

11989 


7873 

0.9 

4.3 

3.9 

-1.3 


-1.1 

-1.1 

RS 

172 

-504 


-222 

23.8 

13.9 

10.8 

38.4 


-22.8 

-424 

CR 

1565 

7199 


4852 

2.0 

6.6 

5.9 

-3.6 


-2.2 

-2.4 

CE 

1912 

8024 


5477 

7.6 

10.4 

10.0 

-2.0 


-2.0 

-2.0 

CS 

-348 

-825 


-626 

33.1 

44.6 

41.9 

5.2 


-0.1 

1.0 

TR 

3835 

18685 


12498 

2.4 

4.9 

4.6 

-0.8 


-0.9 

-0.9 

TE 

4022 

20013 


13350 

4.1 

6.8 

6.4 

-1.6 


-1.4 

-1.5 

OS 

-188 

-1328 


-853 

39.9 

33.0 

33.5 

-20.7 


-8.8 

-10.0 

Note. 

* error as a percentage of actual. 










Table 2; Root Mean Square Error (RMSE) and Theil’s Inequality Statistic (U) for Central Government Budget Forecasting 




RMSE 




U 






Budget 



Revised Budget 


Budget 



Revised Budget 


1 

11 

Ill 

I 

11 

Ill I 

11 

111 

1 

II 

III 

RR 

115 

580 

449 

60 

224 

175 0.36 

015 

0.25 

0.17 

0.09 

0.09 

RE 

54 

688 

527 

31 

212 

163 0.16 

0.25 

0.25 

0.08 

0.07 

0.07 

RS 

129 

538 

419 

83 

210 

169 1.24 

a58 

0.S9 

0.71 

0.19 

0.20 

CR 

250 

1193 

925 

89 

274 

217 0.64 

0.57 

0.57 

0.20 

Oil 

0.11 

CE 

290 

1127 

881 

71 

228 

180 0.66 

0.64 

0.64 

0.13 

0.10 

0.10 

CS 

209 

683 

538 

too 

273 

218 0,74 

0.67 

0.67 

0.37 

046 

046 

TR 

243 

1419 

1095 

80 

340 

264 0.40 

<U5 

0.33 

(1.1L 

ojon 

0.07 

TE 

315 

1735 

1340 

90 

421 

327 0.49 

0.40 

0.40 

S.12 

0.06 

046 

OS 

IS9 

731 

567 

101 

326 

257 0,75 

0.73 

0.75 

044 

046 

047 
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in fotecntingefTidency over 

time. 


ni 

Einpirlcal Resuha 

In ibis section we shall analyse behavioure 
of buda^ forecasts of the central government 
revenue and expenditure for the periods 
1961-62 to 1970-71 (hereafter period I), 
1971-72 to 1964-8S (hereafter period 11) and 
1961-62 to 1984-8S (hereafter period III). We 
shall test rationality and efficiency at the ag¬ 
gregate level, namdy: revenue receipts (RR), 
revenue expenditure (RE), capital receipts 
(CR), caiHtai expenditure (CE). total receipts 
(TR*RR+CR) and total expenditure 
(TE=RE+CE). By definition revenue 
surplus/deflcit (RS)>: RR-RE and papi^^ i 
surplus/deficit (CS)= CR-CE. Overall 
budget surplus/deficit (OS> is TR-TE. 

Government receipts and expenditure 
statistics are published 'in- three stages: 
(a) budget estimates (BE), (ti) revised budget 
estimates (RBE), and (c) accounts. BE is 
generally presented at parliament before the 
commencement of the financial year for 
which it is prepared. The original budget 
proposals are often modified by parliament 
and new estimates emerge. These e.stimaie$ 
arc sometimes further modified during the 
financial year through supplementary 
budget proposals. RBE of the previous 
flnancial year is presented along with BE of 
a given financial year. RBE incorporaic.H all 
modifications in BE. RBE also utilises ac¬ 
tual figures for part of the financigl year, 
usually 7/6 months. RBE is therefore partly 
actual and partly forecast. The final 
estimates givcn>as accounts is published a 
year after the completion of the financial 
year for which it is prepared, in this analysis 
we shall regard accounts estimates as actual 
and BE and RBE as forecasts of the actual. 
The data on BE, RBF. and actual receipts 
and dtpenditures of the central government 
are taken from the Reserve Bank of India— 
Report on Currency and Finance (RCF). It 
may be noted that RCF classification of the 
central government revenue and capital ac¬ 
count transaaions differ in some respects 
from the central government budget 


RR 

160.03 

1.02 

RE 

-5.74 

1.04* 

CR 

-197.23 

1.11* 

CE 

-53.97 

1.12* 

•TR 

-83.43 

1.06* 

_.TE 

-53.86 

1.07* 

RR 

'124.25* 

0.99* 

RE 

20.06 

0.99* 

CR 

-91.97 

0.99 

CE 

12.23 

0.98* 

TR 

29.57 

0.99* 

TE 

28.13 

0.98* 


documents. The two Houices therefore may 
not give samd figures, The R£T ciassiflea- 
tkm has alsochanged fronMive-to time In 
deriving time-series for this analysis we have 
taken note of major changes and adjusted 
flgum accordingly. Secondly, RCF is 
published during the middle of the nnandal 
year. It may therefore take note of supple- 
tnentary budget proposals made during the 
first few months of the financial year and 
not made towards the end of the financial 
year. This may result in some undue 
forecasting errors in the years in which there 
were major supplementary budget proposals 
towards the end of the llnancial year. 

Ihble 1 presents average annual actual 
receipts and expenditure along with fore¬ 
casting errors in BE and RBE for the 
periods. I, II and HI. It can be seen that BE 
on an average was an underestimation 
(positive errors) for both receipts and expen¬ 
ditures in all periods. For the overall period 
(HI) revenue receipts and expenditure were 
under estimated on an average by 3.7 and 
3.9 per cent respectively. Clapital receipts and 
expenditure were underestimated by higher 
margins: S.9 and 10.0 per cent respectively. 
At the aggregate level, BE has underesti¬ 
mated on an average total revenue by ^'.6 per 
cent and total expenditure by 6.4 per cent. 
Since the underestimation was relatively 
greater in expenditure than in receipts, the 
actual deficit was more than budget 
estimates. The average annual actual deficit 


finandng during the period 1961-62 fo 
1984-63 at Rs 833 ciore was about SO per 
cent more than budget estimates of Rs 569 
ciore. 

The average forecasting error of BE has 
increased in* period H in comparison to 
period I. In comra.<^ the average forecasting 
error of RBE has decreased in period II in 
comparison to period I. RBE is a better 
forecast than BE for all receipts and expen¬ 
ditures in all periods. This is expected 
because while BE is a pure forecast, RBE 
is partly actual and partly forecast. The in¬ 
crease in percentage error of forecasting by 
BE in petiod il in comparison to period 1 
is* puzzling for there is no apparent reason 
why tlie efficiency of budgeting instead of 
improving over time should actually 
deteriorate This issue needs to be examined 
critically. 

It is interesting to note that while BE tends 
to underestimate both receipts and expen¬ 
diture. RBE toids to overestimate them. This 
is particularly true in the later period (11). 
Curiously while BE underestimates expen¬ 
diture more than receipts and consequently 
underestimates deficit financing, RM does 
the reverse, i e, it overestimates expenditure 
more than receipts and consequently over¬ 
estimates deficit financing. It is dimcult to 
generalise whether this is a consdous game, 
and if so what is the motive, or it is a pure 
coincidence. Perhaps the government after 
being lax about deficit financing in the 


Table 4: Tesis of Rationality and Effictencv of Forecasting (Period 1,1961-62 to 1970-71) 



a 

P 

R2 

e 

r 

0 

RR 

244.30* 

0.92* 

Bi dget Forecasts 

0.99 0.37* 

0.02 

-1.23* 

RE 

0.09 

1.01 

0.99 

0.02 

0.14 

-0.28 

(R 

-518.23 

1.36 

0.73 

0.16 

0.23 

-0.80 

CE 

-129.52 

1.16 

0.76 

0.05 

0.00 

0.84 

TR 

-185.52 

1.07 

0,96 

0.10 

-0.16 

0.25 

TE 

-53.09 

1.06 

0.94 

0.05 

0.13 

0.16 

RR 

110.21* 

0.97 

Revised Budget Forecasts 
0.99 0.23 

-0,01 

-0.44* 

RE 

-41.13* 

1.01 

0.99 

0.09 

0.03 

-0,29* 

CR 

-119.28 

1.04 

0.98 

0.06 

0.05 

-0.57 

CE 

12A1 

0.97 

0.99 

0.05 

-0.01 

0.2S 

TR 

3.63 

0.99 

0.99 

0.02 

0.02 

0.01 

TE 

2.76 

0.98 

0.99 

0.09 

0.02 

-0.01 


aiTV AND Efficiency of Forecasting (Period III, 1961-62 to 1984-8S) 


R* 

DW 

C 

r 

h 

0 

0.99 

Budget Forecasts 

1.32 0.10 

0.15 

7.58* 

-0.20 

0.99 

2.04 

0.47* 

0.26 

-0.69 

0.07 

0.97 

1.31 

0.25* 

0.49* 

-0.53 

-0.13 

0.99 

0.97 

0.52* 

0.31* 

2.00* 

0.16 

0.99 

1.27 

0.38* 

0.23 

5.65* 

0.10 

0.99 

0.94 

0.61* 

0.23 

2.90* 

0.12 

0.99 

Revised Budget Forecasts 

1.02 0.32* 

0.13* 

U9 

-0.1(l* 

0.99 

1.58 

0.50* 

0.03 

0.71 

-0.04 

0.99 

2.03 

04)1 

0.11* 

0.43 

-OJll* 

0.99 

1.41 

0.50 

0.02 

1.58 

-0.02 

0.99 

2.73 

0.27* 

0.09* 

-0.93 

-0.03 

0.99 

1J4 

0.57* 

0d)4 

1.77* 

-0.02 
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beginning of the financiel year wants to 
testrkt it later by projecting a higher figure 
inRBE. 

Ibble 2 presents root mean square error 
and Theil’s inequality statistics for BE and 
RBE forecasts. As expected both RMSE and 
U turn out to be lower for RBE in com¬ 
parison to BE, RMSE figures are higher in 
period II in comparison to period I for both 
RE and RBE. These figures are not standar¬ 
dised and hence no rigorous inference can 
be drawn from these. Unlike RMSE, U is 
lower in period II in comparison to period I. 
The values of U are quite high for BE. The 
same of RBE though lower are also fairly 
high, particularly for capital receipts and 
expenditure. The direction of change was 
pi^icied correctly on an average by both BE 
and RBE as would be evident from U values 
(being less than unity). 

We shall now examine whether BE and 
RBE satisfy conditions of rational expecta¬ 
tions or not. We shall also examine whether 
there is any positive or negative trend in 
forecasting error. Results of these tests— 
through equations (3-5)—are summarised in 
Ikbles 3, 4 and 5 for periods Ill, 1 and II 
respectively, a, p, R^ and DW are obtained 
from OLS estimates of equation (3). * for 
a indicates significantly different from zero 
at 5 per cent level and for p indicates 
significantly different from unity at S per 
cent level. Absence of • would therefore in¬ 
dicate unbiasedness ip budget forecasting. 
Q is coefndent of correlation between 
forecast error and prediction and * indicates 
it to be significant at 5 per cent level, y is 
obtained from OLS estimates of equation 
(4), and * indicates the partial derivative of 
A(t) with respect to A(t-I), given P(t), 
significant at 5 per cent level. Since a, p, and 
R^ of equation (4) do not provide any ad¬ 
ditional information than what is already 
known from equation (3) these are not 
reproduced here. The forecast would satisfy 
rational expectations ifotsy-psO and 
^ > I, which means that there should be no 
* on any of the estimated values of a, p, y 
and p. Serial correlation is tested through 
DW statistics. Since equation (4) contains 
lagged dependent variable as an explanatory 
variable, h instead of DW is used for t«ting 


serial correlation.* DW and h are not given 
in Ihble 4 because the number of observa¬ 
tions in period I are too small for a test of 
serial correlation. The last column in 
Tables 3-5 is 9 estimated from equation 
(5) and * for it indicates whether there is any 
positive or negative trend in forecast error 
over time. 

Table 3 suggests that neither BE nor RBE 
arc rational expectations of actual govern¬ 
ment receipts and expenditures. They ate not 
even unbiased forecasts. BE systematically 
underestimated (^>1) revenue expenditure, 
capital receipts and expenditure as well as 
total receipts and expenditure. Revenue 
receipts was also underestimated, but the 
underestimation was not significant at 5 per 
cent level. Forecast errors of BE were 
significantly correlated with predictions for 
all but revenue receipts. Furthermore y is 
significant for both capital receipts and ex¬ 
penditure. In RBE only forecast of capital 
receipts appear to be unbiased. Revenue 
receipts was simultaneously underestimated 
by a constant amount (a>0) and over¬ 
estimated by a fixed rate <1). Revenue ex¬ 
penditure, capital expenditure, total receipts 
and total expenditure were overestimated by 
a fixed rate (/Jd). c is significant in ail 
cases, except capital receipts, y is significant 
for revenue receipts, capit^ receipts and total 
receipts. Forecasts of capital receipts in RBE 
therefore though unbiased is not based on 
rational expectations, as propounded by 
Muth. On balance neither BE nor RBE ap¬ 
pears to be either unbiased or based on 
rationah expectations. 

The overall goodness of fit of both BE 
and RBE predictions, as indicated by R^, is 
quite satisfactory. It appears that BE and 
RBE are close predictors of actual. DW 
statistics for some BE functions indicate 
serial correlatioft. These functions should 
therefore be reestimated by GLS. 

The forecasting efficiency of BE seems to 
have remained unchanged during the period 
1961-62 to 1984-85.6 was not significant for 
either receipts or expenditure which means 
that there was no general improvement in 
budgeting over this fairly long period. RBE, 
which is relatively more efficient than BE 
in predicting actual, has improved (8<0) 


over the yiears in ih4 case Teci^ptejbii) not 
in the case of expendituro 

BE forecasts in period I (1961*62 to 
1970-71) seemed to be unbiased and ratkmal, 
except for revalue receipts which was 
sunultaneousiy underestimated by a constant 
amoam (»>0) and overestimate by a fix¬ 
ed rate (^<l)-1hble 4. The forecastiiq; ef¬ 
ficiency for revenue receipts has however hn- 
proved oyertinie during this period (6<0). 
RBE during this period seemed to have 
systen^atically underestimated revenue 
rKc|ipts (e>0) and ovetesUmated revenue ex¬ 
penditure (cr <0). The forecasting errehs for 
both revenue receipts and expenditure in 
RBE have however declined over the years 
(9<Q). The overall goodness of fit (R^) for 
RBE predictions is very good. The same for 
BE is good only in the case of revenue 
receipts and expenditure. Capital receipts 
and expenditure were predicted lelatividy 
poorly, R* = .73 and .76 respectively. 

In period II (1971-72 to 1984-85) budget 
forecasts appear to be systematically 
biased—downwards in BE and upwards in 
RBE (Table 5). BE underestimated revalue 
receipts by a constant amount ((i>0) and 
revenue expenditure, capita! receipts and ex¬ 
penditure as well as total receipts and expen¬ 
diture by a fixed rate (P>1). e is also signifi¬ 
cant for all but revenue receipts. RBE 
overestimated revenue receipts and expen¬ 
diture as well as total receipts and expen¬ 
diture by a fixed rate (Pd). Capital recapts 
seemed to have been predicted unbiasedly 
but capital expenditure was overestimated 
a fixed rate (9<^1)- e is also significant for 
all but capital receipts. The overall goodness 
of fit of prediction during this period has 
been good for both receipts and expenditure 
bw statistics indicate serial correlation in 
some functions. The torecasting error has 
declined significantly in revenue expen^ture 
and total-expenditure in BE. In RBE while 
forecasting efficiency has improved ova time 
in the case of capital receipts (6<0), it has 
declined in the case of revenue receipts 
(0>0). On balance, both BE and RBE in 
period 11 appear to be relativdy more bias¬ 
ed than in paiod I. This is again a puzzling 
phenomenon for there is no reason, why it 
should be so. But the fact that it has been 


Table 5: Tests of Rationality and Effioenc'y of Forecasting (Period II, 1971-72 to 1M4-85) 
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Iw sfUctent is the lecood u eosiiMued to 
the fint period ieviim t doM icnitiiiy of 
rite |»ipoeduic of btsh.budget and leviied 
budget eitlnatee. in the recent years. 

IV 

Condttsioa* dtad Sone Policy 
Impllostioaa 

Summarlaini results presented in section 
11! we may arrive at the Mowing conclu- 
lioni regarding budgeting of the centid 
government receipts and etpenditure. First, 
actual receipts and fstpenditure are generally 
hi^ than budget eidnutes but lower than 
revised budget Mmates. Secondly, budget 
tends to underestimate expenditure more 
than teedptt and consequently it under* 
asthaaies overall defldt flnudng. The revis¬ 
ed budget in contrast tends to overestimate 
expenditure more than receipts and conse¬ 
quently it overestimates deficit financing. 
Thirdly, neither budget nor revised budget 
esdmates an based oa rational expectations 
of forecasting; they an not even unbiased 
predictort of actual reedpu and expendhureL 
Fourthly, the biases in budget forecasts 
seemed to have worsened in the recent 
years—seventies and eighties—in com¬ 
parison to the sixties. Finally, then is very 
little evidence of any significant improve¬ 
ment in budgeting efficiency over time 

The government forecasts of macro 
variables play key role in economic analysis 
and policy decisions. Most economic policy 
decisions am made on the basis of an¬ 
ticipated or forecast values of macro varia¬ 
bles. If these forecasts an systematicrily 
biased then they iftay create serious distor¬ 
tions in the economy. The central govern¬ 
ment budget'plays a very crucial rote ip the 
Indian economy. It ngulates the economic 
activity at both aggregate and sectoral level, 
provides fiscal leadership, shapa monetary 
and fiscal pdicies and gim direction to state 
budgets. Coiuidering its importance the ef¬ 
ficiency of budgeting central government 
revenue and expenditun can har^y be main¬ 
tained. While errors in budgeting have oc¬ 
casionally attracted attention and some com¬ 
ments, the possibility of Iftiproving budget 
estimates through appropriate linear 
traiuformatiotu when they an not rational 
forecuts hu not yet got its due attention. 
Then an two ways of improring efficiency 
and rriiabUity of budget estimates of govern¬ 
ment revenue and expenditun: (a) having 
better forecasts of basic inputs of budgeting, 
like national income; price level, etc, and 
* (b) having better estimates of key parameters 
. like tax and expenditun elasticities. Both of 
" these wmdd nquin periodic usessmenu of 
the stochastic errors of budget forecasu. 
This study is a step in this direction. 

Advocates of rational expectatiou claim 
a pqftct foresight on the part of individuals 
to predict economic vari^ies. By the same 
logic the government should also make ra* 
ttiuMi iiiihlesoil forecasts. The tut that 
.k does not. at laari in the eau of budget 


estimates In India, cast some doubu on the 
applicability of the rational expectatiou 
hypothesis in India. 

Notee 

1 The average gFois mean error df forecast of 
revenue was estimated to have dedined from 
9 per cerft durhig the period 19S1-S2 to 
1962-63 to 7 per cent during the period 
1961-62 to 196M7 and to 6 per cent dutinig 
the period I967-« to 1975-76. 

2 Cole (1969) and Su and Su (1973). for in¬ 
stance, have used RMSE for evaluation of 
ONP forecasts by various government agen¬ 
cies in the US. 

3 For a rigorous analysis of U and ht various 
altenurtives, tee Theil (1978), Ch 22. 

4 For the use of h sutistics, tee Maddala (1979)- 
pp 371-2. 
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Pakistan: Women in a Changing Society 

Hamsa Alavi 

It vtas the decision of the Zia regime to embark upon a whole series of measure dmgned to undermine what 
iittie aiready existed by way of women's iegai rights in the-name of Islamisation that gaivcatised the women of 
Pakistan into militant action in defence of their rights and, indeed, for a just extension of these rights. This article 
looks briefly at the changing piace of women in Pakistan society which forms the background to the women's 
movement in the country. 


THE draade of the i980s has truly been a 
decade of the women of Pakistan. A power¬ 
ful women’s movement made a dramatic im¬ 
pact on Pakistan’s political scene, all the 
more so in the light of the total failute of 
political parties to iqject any life in the move¬ 
ment for restoration of democracy in 
Pakistan to bring an end to its oppressive 
military regime. The concrete achievements 
of the women’s* movement in iu stru^ie 
against the policies of the military regime, 
directed against women in the name of 
Islamisation, have not been inconsiderable. 
A number of women’s organisations in the 
country came together in this struggle which 
include the Women’s Action Forum, the 
leading and most effective of these organisa¬ 
tions, the Democratic Women’s Association, 
the Sindhian! Ibhrik and the Women’s Front, 
as well as APWA the oldest of these which 
was once closely linked with the establish¬ 
ment but had a reformist often patronising 
orientation. 

It was the decision of the 2Ua regime to 
embark upon a whole series of measures 
designed to undermine what little already 
existed by way of women's legal rights, in 
the name of Islamisation (which, as the 
women’s organisations have convincingly 
demonstrated, have no sanction in Islam) 
that Tinally galvanised the women of the 
country into militant action in defence of 
their rights and, indeed, for a just extension 
of their rights. The military regimcfs actions, 
rhetoric and propaganda generated an 
atmosphere in the country which seemed to 
give licence to individual self-appointed 
guardians of public morality, to uke the 
‘law’ into their own hands and harass 
women. There was an unprecedented in¬ 
crease in attacks on women in all kinds of 
situations by all and sundry. This lawlessness 
on the part of bigots, male chauvinists and 
just plain ‘goondas’ was allowed by the 
authorities to go on with impunity. Women 
had to defend themselves not only vis-a-vis 
the state but also against hostile mischief- 
makers in society at large. The women 
fought back. A brief account of the 
"Women’s Movement in Pakistan” was pro¬ 
vided by Shahnaz Ahmad in Pakistan Pro¬ 
gressive of Spring 1983 (Vol S, No 1). A 
history of the movement (focusing mainly 
on WAF) which offers a detailed account of 
the issues that the movement as a whole 
dealt with, is contained in a book entitled 
Ubmen Pakistan by Khawar Mumtaz and 
Farida Shahecd, two of the leading activists 
of the WAF. In this artide I propose to look 
briefly at the changing place of women in 
Pakistan society, which forms the back¬ 


ground to this movement. 

In the four decades since independence 
far-reaching changes have taken place in 
Pakistan society that affect women's (tiace 
in it, both in the rural sodety and the urban. 
It is the latter with which we shall be most 
concerned here In the rural areas the piace 
of women in society and their role in the 
division of labour in production differs very 
widely from region to region and also as bet¬ 
ween different classes. And there have been 
far-reaching changes everywhere, lb give 
only two instances, in the Potwar area of 
north west Puitjab, for example, which is a 
region of fragmented and bankrupt farms, 
massive numbers of men of working age 
have left the villages for jobs in the army, 
in factories all over Pakistan and, not least, 
as migrants initially to work in Britain and 
later in the Middle East. This has caused an 
extraordinary situation in villages of the 
region, many of which are inhabited by old 
men, who are past working age, young 
children and women. The consequences of 
this change in the demographic profile of 
such villages have yet to be studied syste¬ 
matically and their effects on women and 
the family and the working of the farm 
economy properly assessed. By contrast, in 
the rich canal colony areas of the Punjab, 
in the wake of the Oreen Revolution many 
women have Ijcen withdrawn from the agri¬ 
cultural labour force. Until then, with the 
exception of women of landlord families and 
some rich peasants, women have always had 
an active role in agricultural production and. 
accordingly, moved about freely. In parti¬ 
cular the picking of cotton was regarded 
exclusively as a woman’s job for which she 
was paid in kind, i e, one-twentieth of the 
cotton that she had picked. This cotton was 
regarded to be the women’s exclusive pro¬ 
perty, ritually sacrosanct. Men could not lay 
hands on it. This gave the women a private 
resource and an extra degree of ft^om. 
After the cotton harvest if one saw a woman 
walking along the canal bank, with a bundle 
of cotton perched on her head, one would 
know that she is off to town to do some 
shc^ping. She would barter the cotton for 
something for herself or her children, 
without having to ask her husband for 
money or permission. It was a kitul of 
freedom that was much prizMi by the 
women. But after the ‘Green Revolution* of 
the 1970$, many ‘middle peasants’ who had 
prospered, withdrew their women folk from 
the labour force and confined them to their 
homes behind the purdah, as a mark of their 
higher social status to go with their new¬ 
found wealth. Researching, in a Punjab 


village in 1968-69 my wife and I found that 
far from welcoming this partial rdief from 
the burdens of work, the women resented the 
change. Many of them described it as bdng 
locked up in prison; as well as their freedom 
of movement they had also lost their much 
prizi^ economic freedom, however small; 
their control over some disposable resource 
which they could use as they themselves 
wished. This change suggests tluit a concep¬ 
tual distinction be made between exploita¬ 
tion of a woman’s labour and woman’s 
oppression. In this case although the burden 
of labour was a little eased, the burdens of 
oppression had increased enormously. There 
are numy changes in the rural economy, dif¬ 
ferent in different parts of Pakistan, which 
have yet to be researched systematically and 
their significance assessed, especially with 
reference to their impact on women. 

It is in the urban context that changes in 
women’s contribution to the family economy 
have been the most far-reaching. Here we 
have a whole number of issues which go far 
deeper than the measures against women 
that were initiated by the Zia regime in the 
name of islamisation, which triggered off 
the militant.women’s movement in the 1980s. 
The social and economic changes presage a 
restructuration of family life and redivision 
of domestic labour in the home and a re¬ 
definition of social values and norms that 
might accord better with the new economic 
role that women now play. That has yet to 
be realised. This applies particularly to 
middle class and lower middle class families. 
Basically there is a two-fold division here, 
namely, between those families whose 
women are educated and can take up 
salaried jobs and those whose women are 
not educated and, not being able to rake up 
salariecfiobs, who contribute to the femily 
economy by taking in home-based work 
under a putting out system set up by entre¬ 
preneurs to exploit this extremely cheap 
source of labour. 

In the case of the urban working class and 
‘urban marginals’ the situation varies, for 
many women of these categories woidd 
prefer better paid waged work, either 
domestic or in foetori^ although one 
gathers that some women from this back¬ 
ground too, from famiHei that have some 
pretense of respectalnlity, also engage in 
home based w^ rather than go out for 
waged employment. They have been less in¬ 
volved in the women’s movement as such 
because the measures under thcpragiamnie 
‘Islamisation’, that were undertaken by the 
Zia regime threatened them leiy directly, 
althoi^ thoy were not entirely unaffected. 
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The whole problem arises from ttie crisis 
of the middle cis»s and lower middle <~ia ss 
household economy. Fbrty years ago, at the 
time of independence, it was the normal ex- 
pectmion in households of these classes that 
the man was the provider for the famil y 
Joint families were favoured because of 
economies of scale in the domestic economy. 
A patriarch and his sons, possibly with his 
brothers and nephews, would all go to work 
and bring in the money to keep the family. 
Women of these classes, while hot ‘econo¬ 
mically active’ (apart, of course, from the 
burden of domestic labour) were probably 
the most oppressed of all women, being con¬ 
fined to the home. In villages even women 
confined to the purdah have relatively easy 
access to a society of other women of the 
village. In the city women of the lower 
middle classes especially, are virtually 
prisoners in the conrined spaces of their 
diminutive homes, for going visiting would 
entail an elaborate logistic operation to be 
undertaken only on special occasions. But 
this style of life, in which some men took 
pride, in the name of respectability, became 
less and less viable; and women must now 
go out to work and contribute their earn¬ 
ings to keep up the family economy. 

The continuous inflation in the cost of 
living in Pakistan over the last four decades 
has brought about a situation where a man's 
wage is no longer sufficient to keep the 
family. There was therefore a continuous 
pressure to broaden the basis of the family 
economy. Gradually but steadily, more and 
more women found their way into the urban 
labour force. For anyone who visited 
Pakistan after intervals of time this was a 
visible and striking process of social change. 
Middle classes and the lower middle classes 
are notorious everywhere for their self- 
oppression, in pursuit of ‘respectability’. Not 
all available occupations were initially 
acceptable to them and it is only with the 
accumulating pressure of time that the con¬ 
cept of a ‘respectable occupation’ for their 
women was progressively broadened to take 
in a greater range of jobs. Initially, apart 
from professional work, notably a doctor 
(what better?), jobs in the teaching profes¬ 
sion, especially in girls’ schools and colleges, 
were respectable enough. Gradually this 
extended to the acceptance of clerical jobs 
in open plan offices where women could 
work in public view. The role of a personal 
secretary was initially suspect because it en¬ 
tailed a close relationship with the boss. But 
this has changed. Today one finds wotiien 
in a large variety of occupations, including 
laboratory assistants, or ticket clerks at 
ifilway stations and clerks at post office 
counters and so on. With more and more 
Women taking up salaried jobs, having a job 
and career are valued for their own sake. 
While the majority of women no doubt go 
to work out of economic necessity, an in¬ 
creasing number of women from well-off 
families take up jobs as a matter of self- 
fulfilment and not for reasons of economic 
necessity alone; 

Education is the key to accepuble and 
respectable jobs. Lower middle class families 


would find it degrading to let their women 
take up jobs as domestic servants or to work 
on the factory floor for which education is 
not a pre-requisite; Fanuhes who expect their 
women to take up jobs as teachers or office 
clerks (or better) tend therefore to put a high 
value on womra’s education which, at one 
time; was thought to be mere indulgence and 
wasteful of money spent on it. Today any 
threat to women’s ^ucation or women’s 
mobility that would undermine their capa¬ 
city to take up such jobs, is seen as a threat 
to the family economy. These are therefore 
the ‘modernists’ who interpret Islam in a 
jiberai way, who are sceptical of dogmatic 
interpretations of Islam by mullahs whom 
they consider to be obscurantists even 
though they avail of their services for ritual 
purposes.’This is the growing social base of 
secularism in Pakistan’s political life. Per¬ 
sons in this category were hostile to Zia’s 
attempts to exploit Islam to legitimise his 
regime, that threatened to bring in measures 
that would undermine their own life styles 
and livelihood. 

But there are many households in I^istan 
where women have been given no education 
that could prepare them for ‘respectable’ 
salaried jobs. Frustrated by their own in¬ 
creasingly straitened circumstances, they 
tended to militate against women's employ¬ 
ment on the grounds that it reduced pro¬ 
spects for male employment and undercut 
their salari« and that in any case it was 
shameless and urf-Isiamic for women to go 
about the city and to work in offices 
with men. 

But gradually (and with increasing 
rapidity) opportunities for exploiting 
women’s labour opened up for this second 
category of the lower middle classes too. 
This was by way of an extension of the put¬ 
ting out system, mainly in the clothing trade 
but also in many qther areas of production. 
Now the labour of these lower middle class 
(and upper working class) women could be 
exploited notwithstanding the fact that they 
remain confined to their homes. The 
materials and the orders are brought to them 
and the finished goods collected, for which 
they are paid a pittance for their long hours 
of work. In their own minds and in the eyes 
of the men who dominate the households, 
there is a compensation nevertheless, a gain 
in respectability, for these women do not go 
out in public and work with other men. 

IMe find two patterns in the second case. 
In one it is the patriarch of the family who 
controls the operation; he mediates with the 
entrepreneurs, brings home the materials 
and the work orders, delivers the finished 
products, and most important of all, poctets 
the money paid by the entrepreneur. In ef¬ 
fect the women of his household are his 
slaves and he jealously guards their subordi¬ 
nation by a constant invocation of Islamic 
values, as interpreted by himself, and his 
concept of the good and pure Muslim 
woman, unsullied by the eyes of strange 
men. A fundamentalist ideology reinforces 
his command over the enslaved women in 
his domestic workshop. It seems that these 
women too invoke the same values and com¬ 


pensate for their enslaved status by a self- 
image of their morel superiority over the 
other category of women. 

However, there is also another pattern of 
the putting out system. In this case the 
entrepreneurs employ women agentt who go 
around houses (especially in kachi basfis or 
shanty towns) distributing the materials and 
orders, collecting the finished products and 
making payments, presumably in this case 
directly to the women. In the absence of 
research, one can only speculate whether in 
this case the balance of power in the house¬ 
hold is shifted (even if only partially) hi 
favour of women. In an interesting study of 
Muslim women ‘beedi’ makers in Allahabad, 
Zarina Bhatty found that as a result of con¬ 
tributing substantially (over 45 pa- cent) to 
the household income, the women acquhed 
a “greater importance in household driHiiw 
making process... (i e] an increased say bi 
spending money” (Bhatty, I981'A5). It would 
be hazardous to extend such a conclusion 
drawn from a study of a community of 
Muslim rural labourers in India to u^n 
lower middle class families in Pakittan. But 
there are a large number of issues located 
here which invite systematic investigation. 

The women’s movement in Pakistan 
revolves around educated women both pro¬ 
fessionals and those who uke up salaried 
jobs, it is hardly surprising that the main 
body of activists in the movement comes 
from relatively well-off and mainly profes¬ 
sional ^«omen in their thirties. Official pro¬ 
paganda directed against the women’s move¬ 
ment has tried to discredit it by caricatur¬ 
ing it as a movement of English educated 
upper class women whose heads are fUIeU 
with foreign, imported ideas, and who have 
no roots among the true Pakistani women. 
In fact the vast majority of activists in the 
women’s movement are in closer touch with 
working women of all classes than either the 
bureaucrats in government or their wives 
and. may one add, many male revolu¬ 
tionaries. Like ail broad based movements, 
the women’s movement inevitably has its 
share of supercilious members especially 
from upper class homes, who are filled with 
an excessive sense of srif-importance and see 
themselves to be a cut abtwe the majority 
of Pakistani women whom they think it is 
their mission to educate; u> make them aware 
of the injustices done to them! Thqr think 
that it is for them to raise the consciousness 
of their dumb sisters. But, such paternalistic 
attitudes are rare amongst activists and 
leaders of the movement. Most of them were 
new to the tasks that they took upon 
themselves, of leading such a movement. In 
taking up these unfamiliar tasks, they have 
demonstrated quite remarkable leadership 
qualities—not only ingenuity and flexibility 
but also great humility. This last quality is 
reflected in the commitment of WAF 
members, for example, to non-hierarchical 
organisation. Nevertheless, the fact remains 
that a large majority of women who turn out 
to participate in activities and demonstra¬ 
tions of the moyement are professional 
women and those from relath^y well off 
homes. Only a relatively smidi proportion 
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of women in talaricd jobs, whose circum¬ 
stances are more modest, are able to turn 
out Is that because of a iack of con- 
sdousness on their part? Anyone who thinks 
so understands very little about the material 
drcumstances of these working women. 

The working woman’s day starts early, for 
she must feed her husband and children and 
send them off to school before she rushes 
off to work henelf. Going to work and get¬ 
ting home again is itself quite a battle given 
the sute of public transport in the country, 
especially in Karachi. Many large companies 
maintain fleets of minibuses to pick up their 
women employees and take them home after 
work. But in that case a woman who is the 
first to be picked up or last to be dropped 
home can have a couple of hours or more 
added to the long day spent at work itself. 
As soon as she comes home she rushes into 
the kitchen to prepare the family evening 
meal. And there ate umpteen little chores to 
attend to. Many of them such as washing 
clothes and cleaning the house, etc, are 
reserved for the weekend. Given this des¬ 
perate race against time, only a very few 
working women who happen to have parti¬ 
cularly helpful relatives (e g, mother-in-law) 
or a co-operative husband, a rare com¬ 
modity, willing to take over some of their 
chores during their absence, can afford the 
time to go to meetings and demonstrations. 
Those who can turn up without difficulty 
tend to have servants to take care of the 
domestic front. Indeed, in the circumstances 
what is needed is a re-division of domestic 
iabour, which all too slowly, is already 
making its appearance amongst younger, 
nuclear families—older people are more set 
in their ways, even revolutionaries of the 
Left. 

This does not mean that the vast majority 
of working women who are not blessed with 
such help lack consciousness of thdr sub¬ 
ordination or are unaware of the issues that 
confront women in Pakistan. One has only 
got to go an(l talk to them to get a measure 
of the depth of their feelings, and the clarity 
with which they see the issues before them. 
The activists and the leadership of the 
women’s movement who articulate their fed- 
ings are, therefore, like the tip of a huge 
iceberg, their sisters being submerged for the 
time being in an ocean of work. The roots 
of the women’s movement in Pakistan there¬ 
fore go much deeper in effect than what is 
visible on the surface and it would be 
outrageous for anyone to suggest that it 
represents only the women of the upper 
classes. Quite the contrary, few women from 
the well heeled upper classes are at all con¬ 
cerned with the movement, for they are not 
much affected by problems faced by the 
working woman. 

The liA regime and Right wing political 
parties, not least the rdigious-ftmdamentalist 
parties, have atucldbd the women’s move¬ 
ment and, notably WAF, its most effective 
and militant component, as a past time of 
affluent western educated women. The 
above account thoujd. show -that nothing 
could bedtinher from the truth. Rather less 
expected and much more regrettable is the 


attitude of some components pf Pricistan’s 
much ftagmented, conftised and disorganis¬ 
ed Left The older generation of Left leader¬ 
ship and imellectuiUs (amongst whom the 
present author would count himself) took 
the rather simplistic view that dm women’s 
movement is merdy a diversion from the 
primary struggle, the struggle for a socialist 
Pakistan. Once socialism comes, they would 
say, all these problems will disappear—a 
naive view. But at least.most of them were 
somewhat tolerant of the women’s move¬ 
ment. Rather more difflcult to grasp is the 
attitude of younger Left activists and intel¬ 
lectuals who only echo the propaganda .of 
the Zia regime when they condemn the 
women’s movement as a bourgeois elitist 
movement and mock the courage of its 
(especially WAF’s) activists who have faced 
police brutality. Babar All’s ‘Elitist View of 
Women’s Struggle in Pakisun’ (JEPW, 
May 14) typifies this. It is an extraordinary 
outburst in its unqualified attack on WAF 
in particular, which is difficult to under¬ 
stand, and all the more painful coming as 
it does from a respected L^ intellectual. But 
what he has written echoes the thoughts and 
ideas of many of the Left who read Marxist 
classics but are unable to read the society 
and social changes that are going on around 
them. This is only one of the many issues 
that the Pakistani Left must ponder over and 
resolve creatively. 

The problems confronting women in 
Pakistan have been accumulating over 
several decades. The reason why the women’s 
movement erupted into action, virtualiy 
overnight, is the series of outrageous 
measures actually undertaken or contem¬ 
plated by the Zia regime, in the name of 
’Islamisation’, which were designed to 
degrade the place of women in Pakistan 
society. Indeed, as intellectuals associated 
with the women’s movement and some 
scholars of Islam whom the movement (in 
this case WAF) mobilised into action have 
shown, these measures were profoundly con¬ 
trary to Islamic values and iitjunctions. 

An outrageous aspect of these new laws, 
some enacted and others proposed, was that 
women’s legal status was reduced to half that 
of men. For example, the new Law of Evi¬ 
dence provided that two male witnesses or 
in the absence of two males, one male and 
two female witnesses would be required to 
prove the crime. But besides these discrimi¬ 
natory acts of legislation which reduced a 
woman’s humanity by half, there were pro¬ 
posals to segregate women into (second 
class) women’s universities (which were to 
be based on colleges of Home Economics). 
That would remove opportunities for educa¬ 
tion for women on the strength of which 
they could embark on careers and secure 
jobs as they are doing. Although the militant 
activities and dononstrations of the women’s 
movement were in the flrst instance directed 
against the new laws, it seems that far more 
weighty were the underlying concerns about 
prosper for women’s education asul threats 
to their freedom of movement which threa¬ 
tened women hoping to get salaried emidoy- 
ment. The women’s movemmt did not fail to 


make an impact and the government-retiea- 
ted, partially at leut, on some of the issues 
on which the women had agitated, marched 
in the streets, got beaten up by police taton 
charges, got arrested and gone to prison. 

By 1985 the Zia regime discovered that its 
’Islamisation’ programme was being counter¬ 
productive. On that the people of Pakistan 
have given their definitive verdict by virtue 
of the complete rout of the two main reli¬ 
gious fundamentalist parties, the Jamaat-e- 
Islami and the Jamiat-e-Ulema-e-Pakistan 
in the 1985 election to Zia’s National 
Assembly and, again, in the local bodies 
election of January 1988. Because the 
‘Islamisation’ laws were the main target of 
the women’s agitation, there has been some 
concern whether this change would deprive 
the women’s movement of its main target. 
It is not surprising therefore that there is a 
momentary lull in the women’s movement 
while its activists take stock of the situation 
and assess its ftiture direction. 

So far the movement has seen itself as a 
broad based pressure group that combined 
lobbying with resistance. It is true that the 
cutting edge of the women’s movement was 
its opposition to outrageous and unjust 
legislation. Much of this legislation, how¬ 
ever, still remains on the statute books and 
the job of repealing it has hardly begun. So 
much still remains to be done. But beyond 
this a much larger task lies ahead of it, the 
task of generating and propagating in 
Pakistan new idms and new atthuda towards 
women and the family, about women’s rights 
and the creation of conditions that might 
enable women to make tteir full contribution 
to the future of our country. Such a move¬ 
ment must necessarily be multi-dimensional, 
emphasising particutoly a cultural offensive 
in which writers and poets, social scientists 
and philosophers, actors and playrighu must 
all play important roles to reorient social 
attitudes and bring them in line with today’s 
realities. But, for all that, core women’s 
organisations remain indispensable, so that 
women in Pakistan and Pakistan society as a 
whole retain the capacity and the mechanisms 
through which they can respond immediatdy 
and with effect as and when new issues arise, 
as indeed they will. Furthermore, the move¬ 
ment will have to find ways to go beyond the 
confines of the salaried urban middle class 
and lower middle class women, and to work 
for mobilising women in wider sections of 
society. Some like the Democratic Women's 
Association are already active amongst 
working class women. But a great deal needs 
yet to taken up. The women’s movement 
in Pakistan has still a long way to go. 
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Import and Export Policy 1988‘91 

A Provisional Appraisal 

Chann ^dhva 

While the import and export policy covering the period 1988-91 incorporates several innovations aimed at further 
trade libemlisation, these taken together are not enough to push Indian industry to strive to raise the international 
competitiveness of its products so as to achieve the twin objectives of efficient import substitution and efficient 
export promotion. 


IMPORT and export policy and procedures 
haw acquired gruter signiflcanoe for the im¬ 
porting and exporting community since 
March 198S wbm the government switch«l 
over from announcement of such a policy 
on an annual to a thiee-yearly basis. The 
first such three-yearly import and export 
policy covered Ae period April 1985 to 
Mar^ 1988. The second three-yearly policy 
(covering the period April 1988 to March 
1991) was announced on March 30, 1988. 
This note presents a provisional appraisal of 
selected aspects of this policy. The appraisal 
has of necessity to be pnmsional at this tune 
since the relevant documents including the 
Handbook of procedures have been avulable 
to the public only for a few days.' A more 
detailed appraisal of the policy will have to 
await comments from the practitioners and 
experts after they have h^ adequate time 
to go through the full text of the relevant 
documents and to seek clarifications in the 
policy and procedures and have actually ob¬ 
tained the same from the government. In the 
present appraisal, we confine ourselves 
largely to an analysis of the economic im¬ 
plications of the major provisions of the 
policy. A fmal appraisal will of course have 
to wait lill 1991-92 when analysts have ac¬ 
cess to relevant data for assessing the impact 
of the 1988-91 policy. We would have liked 
to appraise the working of the first three- 
yearly import-export policy in detail before 
presenting our views on the major elements 
of the second three-yearly import-export 
policy. But here again we are handicapped 
by the lack of data beyond the information 
provided in the latest Annual Report 
(1987-88) of the ministry of commerce and 
in other publications of the government 
of India. 

First Three-Yearly Policy 

The decision to formulate import and 
export polity on a three-yearly basis in place 
of on an annual basis was taken Iv the 
government in Match 1985. This decision 
wag taken in response to the long-standing 
demand from importing and eiqxming units, 
pafticulgrly the tatter, for a stable long-term 
policy which could faidlitate sinoother plan¬ 
ning of thdr international business. Accor¬ 
dingly, the government armounced the firat 
tiuee-yearly import and export poUgr cover¬ 
ing the period April 1985-March 1988 in pur¬ 
suance of the ‘ vibjective of bringing in cOti- 
tinuity and stabiUty of import and export 
policy”. However, the government made it 


clear that it “reserves the right to make 
amendments/changes in this policy which 
may become necessary in public interest 
during the above peric^”^ 

In pursuance of the first three-yearly 
import and export policy, the government in¬ 
itiated a series of measures aimed at trade 
liberalisation. These measures were directed 
towards two goals. Firstly, the government 
liberalised the import regime further for 
“providing easy access to imports essential 
for maximising production and exports”. 
Secondly, the government resorted to selec¬ 
tively opening up the economy, especially the 
capital goods sector, to international com¬ 
petition. Recognising the need to “improve 
the quality of production and upgradation 
of technologies”,' import of selected 
machinery and equipment “not domestically 
available^* had heen put on Open General 
Licence (OCL). The machinery and equip¬ 
ment put on OGL related to the following 
major industries which were adjudged as 
having significant export potential: (i) leather 
goods manufacture; (ii) garments manufac¬ 
ture; (iii) diamond cutting and polishing; 
(iv) bicycle and components industry; 
(V) selected equipment for processing and 
packaging marine products; and (vi) modem 
coffee curing machines. It was also decided 
“in principle to allow import of capital 
goods for export production in respect of the 
identified thrust industies”.^ This decision 
was justified both “for creation of new 
capacities in the export sector as well as to 
upgrade technology and improve the quality 
of products”. The decision on import of 
machinery was “subject to the condition that 
the particular items of machinery ate not 
available in the country for select^ sectors 
with very high export potential”.' The 
government thus claimed that essential 
imports were liberalised but “at the same 
time the objective of promoting self-reliance 
and safeguarding the interesu of the 
domestic industry has also been kept 
in view".* 

In order to give further teeth to the policy 
of exposing selected Indian capital goods 
industries to international competition to 
force them to reduce their costs and increase 
their international competitivencis, the 
union budget for 1985-86 i^uced the degree 
of protection by sharply lowering the^ty 
on project imports to 55 per cent; m fer¬ 
tiliser machinery imports to zemyiai on 
power ptanu to 25 per cent. However, due 
to protests by indigenous mantifactuim of 
the above-listed capital'gobds, the iovern- 


ment did some backtracking in 1987. The 
union budget for 1987-88 increased the 
degree of (nominal) protection for selected 
Indian capital goods industries. The project 
import duty was raised to 85 per cent; the 
import duty on fertiliser machinery was 
raised to 15 per cent: and that on power 
plants below 50mw capacity was raised to 
35 per cent. The union budget for 1988*89 
has further increased all import duties 
(including on capital goods listed here) by 
5 per cent of the basic rate as a revenue 
measure for raising resources for drought 
relief. This surcharge would serve the pur¬ 
pose of enhancing the degree of nominal 
protection on all imported goods due to the 
across the board natue of the measure. 

Simultaneously, the government of India 
during the period of the first three-yearly 
import and export policy (which coincided 
with the first three years of the Seventh nan) 
initiated several measures towards liberalisa¬ 
tion of the industrial licensing policy. These 
included raising the limit of assets for .the 
definition of large houses coming under the 
purview of the Monopolies and Restrictive 
Trade Practices Act; delicensing of several 
industries; and broad-banding of selected 
industries to enable Indian industries to 
diversify and take advantage of other 
policies allowing a little more room for 
market forces to operate in the Indian 
economy. Industrial policy was further 
liberalised so as to exclude export produc¬ 
tion from the computation of licensed 
capacity which was subject to the rigours of 
prior approval. Similarly, softer treatment 
was proposed to be given to industries for 
allowing them to produce goods for export 
The scheme for 100 per cent export-oriented 
units was liberahsed to provide these units 
various beiKfits including the benefit of 25 
per cent sale of their products in the 
domestic tariff area subject to payment of 
customs duties. Last but not the least, the 
government formulated a simplified and 
liberalised scheme to encourage technology 
inqxffts for modernising identified thrust in¬ 
dustries to that tli^ could improve their in¬ 
ternational competitiveness both within the 
country mid in foreign markets so at to earn 
more foiei|n exchai^ for the Country. 

The first three years of the Seventh Plan, 
coinciding with thq first three-yearly import- 
export policy, therefore; saw tte iitjection of 
a doK of economta liberalisation ip general 
and trade libenUsation in particiitar. lb 
quote from the offiidal view projected by the 
minijtry of commerce in its Annual R^rt 
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for 198748 on trade prriky and trade 
Uberaliratioa’ 

The broad philoio|% of the trade policy i* 
to encourage production and modernication 
of the indigenoui industry and to encourage 
imertudiMud trade in aecc^nce with India’s 
long-term dynamic compamtive advantage. 
Export promotion measures have received 
special attention during the current plan 
period. These measures focus on removing 
the disadvantages faced by Indian exporters 
and to increase thdr competitive ability in 
the foreign markets. The import policy, on 
the other hand, aims to make available 
critical inputs and capital goods to domestic 
producers to increase production and to up¬ 
grade the existing production technologies.^ 

Deteriorating Balance of Trade 

The second three-yearly import and export 
policy (1988-91) has been formulated against 
the backdrop of sharply deteriorating 
balance of trade situation of the country 
during the firat year (1985-86) of the three- 
yearly policy and continuing difficult 
balance of payments position in 1986-87 and 
1987-88. For the year 198546 (the first year 
of the three-yearly import and export policy 
as also the first year of the Seventh Plan), 
the value of imports increased by 14.7 per 
cent over the prev^pus year; at the same time, 
the value of exports declined by 7.2 per cent 
over the previous year leading to a record 
balance of trade deHcit of Rs 8,763.10 crore 
(up from the level of Rs 5,390.52 crore in 
1984-85).* Exports, however, increased by 
15.3 per cent in 198647 and imports by only 
2.2 per cent in that year (over the previous 
year), resulting in a lower, though still 
sizeable, balance of trade deficit of 
Rs 7,516.91 crore in 1986-87. The volume 
growth in exports in 1987-88 would come at 
the minimum to an estimated 7 per cent 
(almost double the rate of growth of volume 
of world trade in 1986-87). 

The Planning Commission in its Mid- 
Ibrm Appraisal of the Seventh Plan has, 
however, pointed a darker piaure of the 
balance of payments situation despite the 
high growth rate of exports and low growth 
rate of imports in 1986-87 (over 1985-86). 
According to this view, India’s exports grew 
in volume terms only by 2.4 per cent a year 
throughout the 80s up to 1986-87. The 
revised balance of payments projections for 
the entire Seventh Plan period the Plan¬ 
ning Commission show a lower level of 
realised exports and a higher level of impons 
than originally projected (at constant prices) 
leading to a higher balance of trade deficit 
of Rs 23,700 crore for the five-year period 
(compared to Rs 20,000 crore projected in 
the Seventh Plan document).* 

Based on this assessmmt by the Planning 
Commission and noting the fact that the 
debt servicing ratioois a percentage of cur¬ 
rent receipts for India has already crossed 
the conventionally regarded safe-limit of 20 
per cent, there were reasons to fear that 
the government may have to resort to a 
somewhat rmtrictive import policy regime, 
particularly with reference to the iqpports of 


capital goods. The second three-yearly 
import-export policy for 1988-91 sets at rmt 
such apprehensions, It redeems the pledge 
of continuity and stability of import and 
export policy made by the government in its 
first three-yearly import and export policy 
covering the period 1985-88. 

Export Growth 

In announcing the continuation of the 
liberal trade policy regime for the next three 
years, the ministiy of commerce has been- 
gieatly encouraged by the performance of 
exports in 1986-87 and even more so by the 
performance on this front bas«l on the ag- 
gregate provisional data available for trade 
for the rirst 10 months of 1987-88 over the 
comparable period of 1986-87. The data 
shows that during the period April 1987 to 
January 1988, the value of India’s exports 
increased by 25.1 per cent over the com¬ 
parable period of 1986-87 and of imports 
by 13.3 per cent leading to a reduction in the 
balance of trade dericil by 7 per cent. The 
government does not seem to have con¬ 
ducted an indepth quantitative analysis of 
the impact of each of the policy measures 
adopted in the first three-yearly import- 
export policy on the imports and exports at 
both aggregatfve and disaggregative levels. 
At least there is no mention of such a 
research study having been undertaken 
which could have been used as an input by 
the policy-makers for the formulation of the 
second three-yearly import-export policy. In¬ 
stead, the ministry of commerce in its latest 
assessment incorporated in its Annual 
Report for 1987-88 seems to have discounted 
the disastrous performance on trade front 
in 1985-86 and exaggerated the turnaround 
and growth of exports in 198647 and the 
first ten months of 1987-88. This feeling can 
be gauged by the somewhat tall claim made 
by the commerce secretary that “the short¬ 
comings which prevented exports during 
198546 were overcome in the next two 
years’’.'* The government seems to have 
come to the conclusion based on inadequate 
data and research that Indian industry has 
been responding poatively to the liber^isa- 
tion policy and started using the facilities 
provided in the three-yearly import and 
export policy for longer-term planning of 
imports for growth of exports. 

It is true that a volume rate of growth of 
about 7 per cent (which is twice the rate of 
growth of volume of world trade) in 1986-87 
and a somewhat higher volume growth of 
export in 1987-88 is impressive considering 
that these were the years with sluggish 
growth of the world economy and rising pro¬ 
tectionism in several developed countries. 
This achievement has generated a fresh hope 
regarding the possibilities of susttunir^ hi^ 
rates of growth of Indian exports with the 
continuation of a liberal trade policy regime. 

It should hdwever be noted that this is not 
the first time in recent history/that Indian 
exports have achieved a volume rate of 
gr^hof 7 per cent (or more). This includes 
the years in which international-economic 
environment was more adverse than in 


1986- 87 and 1987-88. Thus the quantum 
index of Iiuiia's exports had registered an 
increase of 12.15 per cent in 1972-73, 10.53 
per cent in 1975-76 (at the.peak of world 
recession caused by the four-fold increase in 
the price of oil in 1973), 18.37 per cent in 
1976-77 (when worldwide recovery had just 
begun), 10.56 per cent in 1979-80 and 19.60 
per cent in 1980-81)." There have similarly 
been several periods in the past when the 
nominal rates of growth of India's exports 
have exceeded the 15 per cent growth rate 
achieved in 198647 and even the 25 per cent 
growth rate registered on the basis of provi¬ 
sional statistics for the first 10 months of 

1987- 88. These years and corresponding 
growth rates of exports are: 1972-73 (22.57 
per cent): 1973-74 (28.01 per cent); 1974-75 
(31.95 per cent); 1975-76 (20.94 per cent); 
1976-77 (27.74 per cent); 198142 (16.32 per 
cent); and even 1984-85 a year before the 
launching of the first three-yearly import 
and export policy (17.13 per cent).'^ The 
rate of growth of exports of such an order 
has not been sustained over other years. 
Thus we need not be overimpressed ^ the 
recovery in the growth rate of exports in 
1986-87 and 1987-88 over a low base year 
(1985-86). We cannot definitely conclude 
that the special export promotion measures 
adopted ^ the government since 1985 would 
from now onwards lead to sdf-sustaining 
high rates of growth of exports. 

Impact of Rupee Devaluation 

There are, however, indications which 
need to be confirmed by micro-level research 
that the export promotion measures specially 
adopted by the government since 1985 have 
at the margin improved the relative pro¬ 
fitability of export of selected products 
vis-a-vis their sale in the home market. A 
major role in influencing relative profitability 
of export versus domestic sale seems to have 
been played by the supportive management 
of the external value of the rupee. It should 
be noted that during the period of the first 
three-yearly import and export policy, the 
Indian rupee has depreciated against all 
major international currencies significantly. 
Thus the rupee had depreciated against the 
US dollar by 2.9 per cent in 1985-86 and by 
4.4 per cent in 1986-87 and by 1 per cent at 
the end of 1987. The depreciation of the 
Indian rupee has been of a much higher 
order during the same period vis-a-vis pound 
sterling, deutsche mark and yen. Thus the 
Indian rupee bad depreciated against pound 
sterling 1^ 13.3 per cent in 1985-86; by 13.2 
per cent in 1986-87; and by a hefty 24.1 per 
cent by the end of December 1987. The 
extent of the depreciation of the Indian 
rupee against the DM has been even more 
remarkable, rising from 14.2 per cent in 
1985-86 to 38.2 percent in 1986-87 and 25.8 
per cent by the end of December 1987. The 
Indian rupee has also depreciated very 
significantiy during the same poiod i^ainst 
the Japanew Yen—the rat« being 14.2 per 
cent in 198546,42.9 per cent in 1985-86 and 
26.3 per cent by the end of 1987. Thus com¬ 
pared to the average rates prevailing in the 
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fimndol year 19S44S, the cumulative 
nominal efftetive depredation of the Indian 
rupee was of the order of 8.9 per cent against 
the US dollar: 59.1 per cent against the 
pound sterling; 98.6 per cent against the 
deutsche mark; and 106.1 per cent a gaintt 
the yen.” Thus most of the increase in 
India's exports (and corresponding decrease 
in imports wherever applicable) during the 
years 1985-88 msy be due to the impact of 
exchange rate changes and not so much due 
to the effect of new policy initiatives taken 
under the three-yearly import and export 
iwiicy. This is alro likely to hold if calcula¬ 
tions are mde in terms of real effKtive 
exchange rates takii^ into account the dif¬ 
ferences in the relative rates of inflation of 
countries competing with Indian ecports and 
imports. An indication of the validity of this 
proposition on the exports side is provided 
by the fact that following the sharp deprecia¬ 
tion of the rupee against the £ and DM, 
India's exports to west Europe after a time 
lag showed impressive growth in value terms 
by 46.S per cent in the first nine months of 
1987-88 (over the corresponding period of 
1986-87).” 

At the disaggregated level of exports, the 
four dynamic sectors showing consistently 
rapid growth during the three years of the 
first three-yearly import and export policy 
have been (1) gem and jewellery (especially 
cut and polished diamonds); (2) readymade 
garments; (3) leather and leather manufac¬ 
tures; and (4) marine products. Thus com¬ 
pared to the 1984-85 rupee values for ex¬ 
ports. the gem and jewdlery sector registered 
a growth rate of 21.5 per cent in 1985-86, 

27.7 per cent in 1986-87, and 27.6 per cent 
in the first nine months of 1987-88 (over the 
corresponding period of 1986-87). The cor¬ 
responding growth rates of exports of 
readyn.ade garments are: 1985-86 (16.1 per 
cent). 1986-87 (14.2 per cent) and in the first 
nine months of 1987-88 (52.6 per cent). The 
rates of growth for leather and leather 
manufactures are: 1985-86 (14 per cent), 
1986-87 (2.2 per cent), and in the first nine 
months of 1987-88 (5^.3 per cent). For 
marine products, the comparable growth 
rales are 1985-86 (7.2 per cent), 1986-87 (17 
percent), and first nine months of 1987-88 
(17.6 per cent). 

On the basis of the abore data, the 
government seems to have further convinced 
itself that liberal imports of raw materials 
and components as well as machinery for 
technological upgradation and improvement 
of quality for the Indian industrial sector in 
gen^ and for industries identified with 
high export potential in particular would 
tend to improve the international com¬ 
petitiveness of these industries and ultimately 
trad to increased exports in line with the 
prinaple of dynamic comparative advantage 
of India in the world markets. The 1987-88 
Annual Report of the ministry of commerce 
confihns that the sizeable iricrease in im¬ 
ports of rough diamonds during the period 
1985-86 to 1987-88 has led to value addition 
and contributed to the growth of their ex¬ 
ports. Similarly, the report states that the 
import of macMnery under OCL conditions 


in the 1985-88 import and export policy for 
die above four eq^-oriented industries has 
also contributed to their high export growth. 

While formulating the second three-yearly 
import and export policy, the government 
has also t^n note of several products— 
both traditional and non-traditional—which 
have shown high rates of growth, particularly 
in the last year of the first thiee-yearly 
import and export policy. In addition to the 
thnut items identified for export promotion 
wlier, these items have been added to the 
list of items for which the second three- 
ywly import and export policy should pro¬ 
vide fresh impetus for export.promotion by 
inerwing their degree of international com¬ 
petitiveness. The major items in this category 
based on their export performance in the 
first nine months of 1987-88 (over the com¬ 
parable period of 1986-87) are: (1) fruits and 
vegetables, 9.9 per cent; (2) meat and meat 
products. 9.9 per cent; (3) chemicals 
(including drugs), 62.3 per cent; (4) engineer¬ 
ing goods, 42.0 per cent; (5) tea, 16.3 per 
cent; (6) cotton fabrics, yarn and madeups, 

90.7 per cent; and (7) natural silk textiles, 

49.7 per cent. 

On the imports side, it has been recognised 
that the acceleration in the rate of grovvtb 
of India’s total imports from a near-nil rate 
of growth (actually 2.2 per cent increase) in 

1986- 87 over 1985-86 to 13.5 per cent in¬ 
crease in the first nine-months of 1987-88 
over the corresponding period of 1986-87 
has been due largely to increase in price of 
oil and oil-related products. Nevertheless, 
this calls for instituting new measures for 
efficient import-substitution within Indian 
industries. The government of India has not 
been unduly perturbed by the growth in 
imports of machinery in the first year of 
liberalisation of such imports (1985-86) by 
as much as 34.9 per cent (or by Rs 1,056.88 
crore) over the corresponding value in 
1984-85 and by 29 per cent in 1986-87 (or 
by Rs 1,184.23 crore) over 1985-86. This 
increase in imports has been justified by the 
ministry of commerce in its Annual Report 
for 1987-88 on the grounds of “efforts 
towards modernising our capital base’’ for 
internal as well as external markets. The 
government has clearly recognised the link 
between the liberalisation of import of 
machinery and equipment accorded in the 
first three-yearly policy on imports and 
exports for selected sectors and their 
contribution to promoting high rates of 
growth of their exports. These sectors 
include (1) gem and jewellery, (2) leather and 
leather manufactures, (3) chemicals, and 
(4) engineering goods. The government has 
noted that the total value of imported 
machinery during the first nine months of 

1987- 88 dedined by 6.5 per cent over the cor¬ 
responding period of 1986-87. This decline 
was largely of electric and non-electric 
machinery (8.5 per cent) whereas the value 
of imports of transport equipment actually 
increased in that period by 5.6 per cent. The 
1987-88 Annual Report of the ministry of 
commerce has not uken pains to list the 
reasons for the decline in imports of dectric 
and non-electric machinery during the first 


nine months of 1987-88. The government 
has also kK analysed the imdications of this 
decline on the progress of the programme 
for technologic^ upgradation and cost 
reduction and quality improvement for 
ultimately increasing the international 
competitiveness of Indian industries. But it 
has accepted the role of selective import-led 
modernisation of Indian industries for 
increasing their international competi¬ 
tiveness over time. 

Major Objective.s. 

Keeping the above major considerations in 
mind, and recognising that the “import and 
export policy plays a crucial role in the 
economy as a vyhole and in particular the 
industrial and export sectors’’, the second 
three-yearly import export policy (1OT8-91) 
has set out the following four mejor 
objectives: 

(1) Tb stimulate industrial growth by providing 
easy access to essential imported capital 
goods, raw materials and components to 
industry and to .sustain the movement 
towards modernisation, technological 
upgradation and making the industry 
progressively competitive inieroationally; 

(2) To promote efficient import substitution 
and self-reliance: 

(3) 7b give fresh impetus to export promo¬ 
tion by improving the quality of incen¬ 
tives and their administration; and 

(4) lb simplify and rationalise policy and 
procedures. 

The rde^ant document further states that the 
above “objectives are sought to be achieved 
keeping in view the constraints of both 
domestic and external resources!’” 

We now proceed to provide a provisional 
appraisal of the selected major provisions 
of the second three-yearly import and aport 
policy (1988-91) from the point of view of 
the achievement of the abore four objectives 
set out by the policy document itself in the 
light of the constraints mentioned above. 

In the first place, the second three-yearly 
import and export poli^ (1988-91) not oidy 
continues but certaiidy takra the country one 
step forward in the direction of trade 
liberalisation.” It basically adopts an 
‘imports growth’ policy as a step towards 
‘exports growth’. It has taken a calculated 
risk of facing increased imports, especially 
of imported capital goods in the short run, 
for reducing the balance of trade deficit in 
the long run through efficient import substi¬ 
tution and efficient export promotion over 
time. This is an enlightened approach which 
tries to avoid hasty imposition of import 
restrictions at the sighting of increased 
balance of payments difficulties. The 
government thinks that the short-term 
increase in the trade deficit due to the first 
impact of the 1988-91 import and export 
policy, if any would be manageable within 
the foreign exchange reserves at its command 
and additional external resources which it 
hopes to attract from the developed coun¬ 
tries as well as multilateral lending agencies 
by following a liberal import policy. It is 
clear that the degree of further trade 
liberalisation in the Indian economy would 
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crucially depend upon the- evailebility of 
foreign cwhange rnouicei to meet Hi 
bulaoee of paarments requiiements wHhout 
loiing iu oedibility of credit mting Hi the 
International marlpeu. If the aisum^on of 
a nifflcient support Horn foreign donor 
agendei does not materialise, the continua¬ 
tion of the permitted degree of trade 
UfaeraUiation would be put in jeopardy. In 
such a situation, part of the blame for rever¬ 
sal of import liberalitttion wUl be put on 
the tiioulders of the donor agencies whose 
recommendations on< trade llbeiaiiiation 
have been adopted by India in its own 
enlightened self-interest of improving 
economic efliciency. 

Secondly, it is not clear as to how mudi 
time will be required for the liberal trade 
regime (together with other meuurei for 
economic liberalisation) to tmiuform Indian 
economy into a net exporter in its merchan¬ 
dise arid current accounts. While fo^ 
mulating the second three-yearly import and 
export poUQr, the government toes not seem 
to have drawn up a detailed plan and an ap¬ 
propriate strategy to earn adequate foreigii 
eschange resources during the next few yean 
to become a net creditor in its current 
account transactions. It hu to seriously ad¬ 
dress itself to titis task in the formulation 
of the thifo three-yearly import and export 
policy (1991-94) as ui intepal part of the 
strata for the Eighth Han. The work on 
approach to such a strategy must begin now 
vrithin the period of the second three-yearly 
import and export policy. The country must 
soon shift from the transitions policy of 
'growth of imports for growth of exports' 
to the ‘growth of exports and imports for 
generating adequate trade surplus’. The title 
Of the policy document should* then be 
changed from ‘Import and Export Policy' 
to ‘Export and Import Policy’. The 
philosophy of trade Kboalisation must con¬ 
tinue to guide the process of our devdop- 
ment planning consistoit with luttional 
goals. 

Thirdly, India is continuing the policy of 
trade lib^isation at a time when semal 
developed countries led by the US ate doing 
just the opposite. These countries ate cur¬ 
rently limiting access to their markets for 
some of the mgjor export products of in¬ 
terest to the detdopiiig countries through 
twn-tarlffbarriAs. It n worth asking if India 
can expect some gains for itself and fdlow 
develt^ng countries in the Uruguay round 
of trade negotiations for following trade 
Uberalisation policies. Indian trade 
hegotiatoti must extract certain concessions 
in the Uruguay round which would help 
India to gain oppcntunlties for greater access 
to the wmM markets for goods, services and 
manpower exports. 

Further libaalisation of the import regime 
in the import and export policy 1988-91 has 
been set in motion tlmnigh sev^ measures. 
The most important measure in this respect 
ndates to^e expansion o^ermissible im¬ 
ports uiiaer the Open Oenetal Licence 
(OOL) scheme by 745 additional itons. Not 
all of them are ‘new’ in the sense that some 
of these items were put on OOL subsequent 


MRF LIMtTED 

Regd. Office:'886, Anna Satai, Madras 600 008 

NOTICE 

IT is hereby notified for the information of the public that MKF Limited proposes to make 
an application io the Central Go^mment in the Department of Company Afibita, New 
Delhi, under Sub-Section (8) of Section 88 of the Monopolies and Restrictive Trade Prac¬ 
tices Act, 1969, for approval to the establishment of a new undert^lnsAmltAiivIslon. Brief 
particulars of the proposal are as unden- 


1. 

Name and address of the applicant 

MRF UMITED 



Tarapore Tbwers 

886 Anna Saiai 

Madras 600 008 

8. 

Capital Structure of the applicant organisation ■ 

In Rupees 

Equity Preference 


(a) Authorised 

9,00,00,000 1,00,00,000 


(b) Subscribed 

3,85,61,180 


(c) Paid up 

3,85,61,180 

3. 

AAanagement structure of the applicant 
organisation Indicating the names of the Direc¬ 
tors, including Managing/Whoie-tlme Directors 
and Managers, if any 



1. Mr K M Mammen Mappiltai 

Chairman A Managing Director 


8. Mr K M Mammen 

Vice Chairman & Managing 



Director 


3. Mr KM Philip 

Whole-time Director 


4. Mr James H Hoffman It 

Director 


5. Mr V Emberumanar Chetty 

Director 


6. Mr K S Narayanan 

Director 


7. Mr H P Nan* 

Director 


8. Mr Karot C Thomas 

Director 


9. DrKCAAammen 

Director 


10. Mr C G Rangabashryam 

Director 


11. fWCDKhanna 

Director 


18. Mr K D Parakh 

Director 


13. Mr ND Shah 

Nominee Director 


14. Mr Ravi Mammen 

Managing Director 

4. 

Indicate whether the proposal relates to the 
establishment of a new undertaking or a new 



Unit/Division 

New Article 

5. 

location of the new undertaking/unit/division ; 

CUDDAIORE, 

District SOUTH ARCOT 

State 1AMIL NADU 

Category 'C' - Backward area 

6. 

Capital struaure of the proposed undertaking : 

NOT APPLICABLE 

7. 

In case the proposal relates to the production, 
storage, supply, distribution, marketing or con¬ 
trol of any goods/brticles, indicate' 



(1) Name of goods,4irticles 

Speciality Surface Coatings. 


(ii) Proposed licensed capacity 

10,000 Tonnes/Annum 


(iii) Estimated annual turnovra- 

Rs. 100 Crores 

8 . 

In case the proposal relates to the provision of 
any service, state the volume of activity in 
terms of usual measures such as value, income. 



turnover etc 

NCJT APPLICABLE 

9. 

Cost of project 

Rs. 600 lakhs 

10. 

Scheme of finance, indicating the amounts to 



be raised from each source 

Rs. 600 lakhs (From internal 


resources) 


Any person interested in the matter mey make a representation in quadrupUcate to the 
Secretary, Department of Company Aftairs, Government of India, Shastri Bhavan, New Delhi 
within U days from the date of publication of this notice, intimatir^ his views on the 
proposal and indicating the nature of his Interest therein. 

Dated this 10th June, 1968. ' D M CHOKSI 

SECREIARy 
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tp the announcement of the Hrst 1985-88 
poUcy in March 1985. Out of the 745 items, 
329 are taw materials, components and con¬ 
sumables; 209 are life-saving equipment; 108 
are life-saving drugs; and, most significantly, 
99 are capital goods. The turnover of im¬ 
ports under OGL is estimated to be around 
Rs 4,000 (or about 20 per cent of the cur¬ 
rent level of imports). Thus despite further 
liberalisation of OGL, bulk of imports 
would continue to go through the import 
licensing regime. 

The government has not revealed having 
underteken a micro level study of the impact 
of import liberalisation of capital goods for 
export-oriented industries permitted under 
the first three-yearly import and export 
policy. It is not clear as to (i) how much of 
additional capacity was created in each of 
the concerned industries for export produc¬ 
tion; (ii) how much of modernisation and 
technological upgradation was achieved; and 
(iii) how much of such upgradation 1^ to 
increase in productivity and decrease in costs 
and thereby to increased international com¬ 
petitiveness. Merely by correlating the in¬ 
crease in imports of machinery and equip¬ 
ment for industries like garments, gem and 
jewellery, leather and leather products, 
chemicals, etc, within a short period of two 
to three years and their higher export per¬ 
formance, the government seems to have 
come to the conclusion that imports of 
capital goods for these industries has led to 
export promotion of these products in the 
markets of the developed countries which 
could not be dreamt of a few years ago. 
Encouraged by the most recent export per¬ 
formance, it has picked up the electronics, 
tea and silk industries for applying the same 
approach of permitting import of machinery 
for these industries. These three industries 
constitute the majority of the 99 additional 
capital goods now put under OGL. 

Boi D Step 

The boldest step taken towards import 
liberalisation in the import and export policy 
1988-91 relates to the formulation of a 
scheme for enhancing international com¬ 
petitiveness of exports by permitting for the 
first time import of selected capital goods 
without clearance from the angle of 
indigenous availability. Under the first 
scheme, the new policy would allow 
manufacturer-exporters exporting 25 per 
cent of their production subject to a 
minimum of Rs I crore or units exporting 
a minimum of Rs 10 crore special considera¬ 
tion in the matter of import of capital goods. 
Sucji imports “would be allowed on the basis 
of price and delivery considerations not¬ 
withstanding the indigenous availability of 
such capital goods. The capital goods pro¬ 
posed to be imported should, however, have 
a direct nexus with the products exported” 
(paragraph 39 of the document). 

The first three-yearly import and expotj 
policy accepted the policy in 'principle of 
allon^ identified thrust export sectors to 
import capital goods to enhance their inter¬ 
national competitiveness but subject to the 


conditiqn that “the particular items of 
machinery are not availabte in the country". 
Moreover, to avoid confrontation with the 
strong lobby of indigenous manufacturers 
of capital goods, the 1988-91 import and 
export policy had to remain content with 
stipulating that the actual “implementation 
of this proposal applicable to thrust 
industries will be maoe on a ca.se by case 
basis”.''' No wonder, the maximum noise is 
being made by the Indian capital goods 
manufacturers on the harmful effects of the 
proposal for allowing special considnuticn to 
exporters for importing selected machinery 
subject to certain conditions but without the 
prior requirement of clearance from the 
angle of-indigenous availability. The com¬ 
merce .secretary has been quick to point out 
that there need not be any fears that the new 
policy would open the “floodgates of captal 
goods imports”. He is reported to have told 
a press briefing on April 1 that “there are 
only about 6fl0 units in the country which 
export 25 per cent or more of their products 
valued at not les.-) than Rs 1 crore. They 
would be the main beneficiaries of the 
liberalisation. Units exporting Rs 10 crore 
or more would also be eligible tor the same 
facility but they are very lew in number!’"* 
It should be deal that the new dose of 
■mpori liberalisation in the Indian capital 
goods sector administered in the 1988-91 
policy would prove to be inadequate for im 
parting a higher degree of international 
competitiveness. This would be particularly 
so in the absence of further reduction of 
import tariffs on the needed capital goods. 

It would bo obvious from the commeice 
.secretary's statement on further import 
liberalisation of selected capital goods 
industries that the government has adopted 
a very cautious approach in this respect. This 
would enable the government to contain the 
political fall-out of such a move in the form 
of protests by the indigenous manufacturers’ 
lobby. The new dose of import liberalisation 
is likely to prove extremely inadequate to 
generate pressures on the Indian capital 
goods industries to improve their inter¬ 
national competitiveness substantially. The 
fall in imports of electrical and non¬ 
electrical machinery registered during the 
first nine months of 1987-88 suggests that 
these imports are price-clastic not only with 
respect to the effective depreciation of the 
Indian rupee but also to the rate of customs 
duty. The rate of impon tariff was increased 
in the 1987-88 budget and further enhanced 
through the drought surcharge of 5 per cent 
on the prevailing tariff levied since 1988. If 
the government is serious about providing 
stronger signals to selected Indian capital 
goods industries to enhance their inter- 
ttational competitiveness, it will have to ad¬ 
minister a stiffer dose of import liberalisa¬ 
tion for all capital goods urgently tequifM 
for identified thrust export seaors. Such 
measures will be mote effective in increas¬ 
ing the international competitiveness of our 
capital goods in due course of time if they 
are accompanied by lowering of the degree 
of effective protection to selected industries 
in a well worked out time-bound manim. 


IMPORTED INPUTS FOR EXPORTERS 

The most important measure announced 
in the import-export policy 1988-91 for pro¬ 
viding a new thrust to export promotion is 
the widening of the scope of the import 
replenishment scheme of manufacturer ex¬ 
porters. The government has recognised that 
almost ait export products including tradi¬ 
tional export products like tea, jute, mill- 
made textiles, etc, require some amount of 
imported inputs including packing and 
packaging materials. Availability of such 
inputs would improve marketability of 
Indian pro 'nets in the international markets 
characicrised by keen competition. The free 
transferability ot replenishment (REP) 
liccnce.s would also serve as another element 
of export incentive for enhancing the relative 
profitability of exports of both traditional 
and noil-traditional products. The 1988-91 
policy ha., e.viended the benefit of REP 
licence.! to all export products except nine 
product categories listed in Appendix 12 of 
the rcles-imt document (Volume I).'"* The 
nine product-groups excluded generally 
make sense as their export is controlled or 
canalised under the Export Control Order. 
This expansion of the REP scheme will also 
help to promote the exports of even tradi¬ 
tional goods w hich were so far taken for 
granted tor generating toreign exchange 

Another scheme for making imported 
input.s more easily available to Indian 
manufacturers willing to export under the 
1988-91 policy relates to the extension of the 
Import-Export Passbook to established 
manufaciua*rs even if they have no previous 
experience of exporting. 

A further boost to the promotion c.~ tradi¬ 
tional exports has been provided through the 
restructuring of the .scheme for export 
houses and trading hou.ses and reorienting 
them to the task of increasing their net 
foreign exchange earnings. The eligibility 
criteria for recognition as export houses tmd 
trading houses have been changed for the 
first time from s|recified fob turnover to a 
more rational economic criterion of net 
foreign exchange earnings. The distinction 
between ‘select’ (or non-traditional) and 
‘non-select’ (traditional) products has been 
dropped. However as stated earlier, nine pro¬ 
duct categories have been declar^ ineligi¬ 
ble for REP benefits and hence excluded 
from the computations for eligibility criteria 
in terms of net foreign exchange earnings. 
The general eligibility criteria for recogni¬ 
tion as an export house has now been 
changed from Rs 3 crore fob turnover for 
select products to Rs 2 crore in terms of net 
foreign exchange earnings. Similarly, the 
general eligibility criteria for recognition as 
a trading house has been changed from 
specified fob turnover of Rs 15 crore to net 
foreign exchange earnings of R^s 10 crore. 
The benefits of additional licences (freely 
transferable) have been provided to export 
houses and trading houses based on the prin¬ 
ciple of additions net fordgn exchange ear¬ 
nings. The conditionality regarding 
operatmg in exports of more than one pro¬ 
duct group has been droDoed. 
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The new provisions of eligibility for ex¬ 
port houses and trading houses have both 
positive and ne^tive features. On the 
positive side, the switchovo' to a more 
rational economic criterion of net foreign 
exchange earnings is a welcome develop¬ 
ment. So is the encouragement provided to 
exporters of traditional products who can 
now get recognition as eiport hou^ttadit^ 
bouses and reap all the benefits of this 
scheme. We will now see the number of 
recognised export houses/tiading houses go¬ 
ing up due to the inclusion of manufacturer- 
exporters of even .single traditional products. 

Nor Enough Support to Export 
Houses 

On the negative side, the new scheme for 
export houses/trading houses will make it 
more difficult for two or more small scale 
manufacturer exporters to form a consor¬ 
tium and get recognition as an export house. 
This is because the special conces.sion given 
to small scale units in the first three-yearly 
import-export policy of getting recognition 
as an export house with fob turnover of 
Rs 75 lakh has been withdrawn. 

At the same time, without giving sufficient 
justification, the import-export policy 
1988-91 has abolished the entrepreneur mer¬ 
chant exporters (EME) scheme which was 
first intr^uced in the import-export policy 
for 1984-85. This confirms the government’s 
bias against promoting the concept of small 
and medium scale merchant exporters. The 
government .should recognise the legitimate 
role of merchant exporters in promoting 
India's exports even when they have no direct 
links with the supporting manufacturer- 
exporters. If the government had found lack 
of interest among the merchants to get the 
bepcfit of the EME scheme, it could have 
consulted the community of merchants and 
reformed the scheme so as to serve the in¬ 
terests of both the merchants and the nation. 

It needs to be pointed out that the so- 
called ‘totally revamped’ scheme of export/ 
trading houses in the 1988-91 policy will fail 
to achieve its avowed objective “to develop 
strong marketing organisations which have 
the necessary infrastructure and the cap¬ 
abilities for boosting the exports of Indian 
goods abroad’’. The policy fails to provide 
sufficient support to Indian export houses/ 
trading houses to acquire the character of 
organisations like the Japan External IVade 
Organisation and the Korean Trade Orga¬ 
nisation. The Indian export houses and 
trading houses, unlike the shoga shoshas of 
Japan, do not possess cither the resources 
(including an efficient world-wide market in¬ 
formation network) or the managerial 
capabilities for managing a much higher 
volume of the country’s diversified foreign 
trade. The import and export poliiv 1988-91 
does not provide,a framework for imparting 
the strengths of shoga shoshas to the export 
houses/trading houses. If anything, the new 
policy dilutes the conc^t of specialisation 
in international marketing of several groups 
of products. Very .soon, therefore, a need will 
be felt in India to create a special class of 
trading bouses possessing advantages ^ 
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mudi larger resources and marteting skills 
to handle the bulk of at least the itfivate 
sector’s trade with the rest of the worhL The 
new breed of trading houses would be akin 
to the shoga shoshas which would permit 
manufacturers (including large sized manu¬ 
facturing organisations) to concentrate on 
improving production efficiency and to use 
the specialised services of selected trading 
houses to improve marketing competitive¬ 
ness of their products (and services) 
internationally. 

An important innovative scheme contain¬ 
ed in the import and export policy 1988-91 
aimed at promoting industrial growth, better 
capadty utilisation and encouraging import 
substitution relates to the widening of the 
benefits under the category of ‘deemed ex¬ 
ports’ (or ‘indirect’ exports). Presently, the 
indirect exporters supplying inputs (mate¬ 
rials, components and products) to direct ex¬ 
porters at international prices do not gel any 
export incentives. The new policy now pro¬ 
vides deemed export benefits to all indi¬ 
genous suppliers against duty free licences 
(holders of advance licences/pass book 
facilities). This measure should make it 
worthwhile for such exporters to maximise 
procurements of inputs from within the 
country and create higher value addition 
from exports. The capacity of this measure 
to achieve these objective should, however, 
not be exaggerated since the volume of 
exports conducted by holders of duty free 
licences subject to strict export obligation is 
not very sizeable at present. However, 
buslne.ss under such terms may grow once 
Indian manufacturers, including the smallest 
of small manufacturers, realise the benefits 
of the extended ‘deemed exports’ scheme. 

NRI LOBBY’S Success 

The import-export policy for 1988-91 pro¬ 
vides special encouragement to non-resident 
Indians (NRIs) for faster track clearance of 
their requirements of imports of inputs 
capital goods for setting up of an industrial 


UBit or pardc^ation in Uh ecponrionAlivin- 
sification of on existing unit in the country 
out of their own foreign mchange resources. 
One wonders why NRIs have beat continued 
to be allowed import facility for setting up 
amusement parks. Is it that the setting up 
of amusement parks has now been tmted 
as a priority need of the country? Or has 
such a provision been made to lure the NRIs 
to bring in their earned foreign exchange by 
providing them lucrative opportunities for 
doing business in India? Similarly, one 
wonders why the government has dispensed 
with the condition of permanent return of 
the NRIs for availing of the special impon 
facilities under the new import-export policy 
without linking investment to some form of 
buy-back arrangement/export obligation. 
The NRI lobby seems to have wrested several 
concessions under the new import-export 
policy without yet having justifiably demon¬ 
strated its contribution to the development 
of the economy, particularly earning foreign 
exchange. 

The import and export policy for 1988-91 
also depicts certain elitist bias in permitting 
imports of some ‘luxury’ goods. These 
would include, for example, amusement 
parks to be set up by the NRIs and the 
import of exposed films and video films 
which could exclusively be for entertainment 
purposes. A part of the hard earned foreign 
exchange of the country could thus be uti¬ 
lised for consumption of inessential goods. 

The policy-makers claim that the export 
licensing policy has been “completely and 
thoroughly reviewed, revamped and restruc¬ 
tured. The policy has been made simple and 
easy to operate. A sincere effort has been 
made in the policy to reduce the controls on 
export to the barest minimum both in their 
coverage and the nature of restrictions!’ The 
policy-makers also claims that tho^ have 
carefully reviewed the list of items canalised 
for import through public sector agencies, 
“keeping in view the indigenous availability 
of such items and the objectives sought to 
be achieved through canalisation’’. On the 
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hMb of dK«e consktentioiu, the import of 
26 hcnu hu been decaaalised. The list of 

items import of which is canalised is presen¬ 
ted in Appendix 5 in >Miime 1 of the Import 
and Export Polity Documents. This list runs 
in two parts (Fwts A and B). Part A con¬ 
tains 48 product categories and Part B lists 
producu falling under “petroleum products, 
fertilisers, drugs, feature films/video films, 
oils/seeds, cereals, newsprint, fatty acids and 
acid mis’*. A closer examination of all items 
listed in the Appendix S leaves doubts in our 
minds as to whether the list has been suffi¬ 
ciently praned so that only those items have 
been retmned “which are bulkable in nature 
or where there are large number of small 
scale actual users or there are advantages |to 
the buyers of imported goods] in importing 
through canalised agencies’’. Further 
research needs to be undertaken to ensure 
that the list of canalised imports meets the 
laudable objectives of the canalisation policy 
as listed above. 

We are not sure whether the import and 
export policy and procedures for the period 
1988-91 have been sufficiently simplified and 
rationalised, judging by the bulk of the text 
of Volumes 1 and II and the accompanying 
Handbook of Procedures. The text of 
Volume 1 runs to 387 printed pages and of 
Volume 11 to 88 pages while the Handbook 
has a bulky text of 440 printed pages. All 
this bulk still makes for a complicated trade 
policy regime dominated by procedures and 
multiplicity of conditions. These cun be the 
subject of differing interpretations by the 
users, policy formuiators and implementcrs 
and practising specialists advising the 
business firms on how to take advantage of 
the loopholes and ambiguities inherent in the 
relevant documents. Addressing the press 
conference after the announcement of the 
policy, commerce secretary seems to have 
conceded that .scope exists for misu.se of the 
various facilities available in the policy. He 
emphatically announced on that occasion 
that the government “will not hesitate to 
withdraw certain facilities and incentives in 
the new import-export policy if the exporters, 
are found misusing them”.^ Much depends 
on the degree of effeaive monitoring of the 
progress in the implementation of the new 
import-export policy in line with the objec¬ 
tives set by the formuiators of the policy. We 
hope that an effective management informa¬ 
tion system supplemented by an appropriate 
market research system will be immediately 
instituted so as to help the government to 
make mid-course corrections in the relevant 
policy and procedures. 

CUNCLUSIONS 

In qpnclusion, we feel that the new import 
and export policy has been intelligently for¬ 
mulated incorporating several innovations 
which are aim^ at furthei trade liberalisa¬ 
tion. These measures should make for more 
efficient allocation of resources. The direc¬ 
tion of the trade policy for 1988-91 is right. 
However, the new measures put together are 
not sufficient to generate stronger signals 
towards compelling IncUan industry to in¬ 
crease the international competitiveness of 


Imlian goods (and services) to a level whidi 
co^ ensure the attainment of the twin 
objectives of efficioit import substitution 
and efficient export 'promotion within the 
next three yews. The government has missed 
m opportunity to inject a stronger dose of 
import liberalisation of selected capital 
goods (and selected manufactured products). 
Su<* a step would have laid a stronger foun¬ 
dation for Indian p.oducts to emerge as 
viabie and self-sustaining exchange-earners 
promoting the image of an industrial nation. 
The final test of the success of the new 
import and export policy will be the progress 
recorded in the achievement of international 
competitiveness by Indian products both in 
the domestic market (for efficient import 
substitution) and in the external markets (for 
efficient export promotion). 

To be fair, it has to be recognised that 
increase in international competitiveness 
does not depend only on the degree of trade 
liberalisation introduced through the import 
and export policy statement. Clearly, such 
a policy is one component of an integrated 
policy for enhancing the international com¬ 
petitiveness of Indian products. The import 
and export policy statement covering the 
period 1988-91 has to be supplemented by 
an appropriate time-bound programme of 
lowering of import tariffs so as to reconcile 
the short-term interests of domestic manu¬ 
facturers with their long-term interests lor 
efficient grotsih of Indian products nationally 
and globally. This will take time and will not 
be a painless process. Cleat ly also, trade 
liberatisation will have to be supplemented 
by appropriate injection of fresh doses of 
economic liberalisation in the national in¬ 
dustrial policy as well. The process cf 
restructuring of Indian industry will have to 
be accompanied by a supportive package of 
macro-economic policies, including llscal. 
monetary and exchange rate policies. Such 
a package of policies would have to ensure 
that the fruits of planning such as develop¬ 
ment strategy are not lost by a higher rate 
of inflation at home than abroad. These are 
the central tasks which the i>olicy-makers 
must immediately address themselves to for 
the formulation of the strategy tor the 
Eighth Plan and the import and export 
policy co-terminus with that plan. 
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DISCUSSION 

On the "Responsible Revolutionary Party’ 

I 

R Balanubramanian 


THIS is with reference to Sumanta 
Banerjee’s book review entitled ‘Tbwards 
a Responsible Revolutionary Party’ {EPW, 
April 30), in which he has reviewed the 
documents of the CPI(ML) led by Vinod 
Mishra (hereinafter referred to as 
CPI(ML) unless otherwise stated). Our 
differences with the reviewer relate to the 
way he analyses two central issues in the 
CPI(ML)’s document: 

(i) the tactical changes adopted by the 
party, such as participation in parlia¬ 
mentary instifulions, and 

(ii) its changed attitude towards the Soviet 
and Chinese communist parties. 

While welcoming the decision of the 
CPi(ML) to participate in parliamentary 
institutions, Sumanta Banerjcc cautions, 

.. in the absence of any firm adherence 
to a comprehensive strategy and a long¬ 
term objective, such flexible tactics could 
end up in mere drifting with current trends 
.. .a fate suffered by the CPI when it 
began to change its strategy and tactics in 
1950”. But he does not explain what he 
means by such co.smic expressions like 
‘comprehensive strategy’ and (he ‘long¬ 
term objective’. On the whole, it appears 
that the reviewer has approached the pro¬ 
blem only from the angle of the fate suf¬ 
fered by the CPI and CPI(M) because of 
their participation in parliamentary in 
stitutions. If he had approached the ques¬ 
tion not from the angle of empiricism but 
from the standpoint of Marxism-leninism, 
he would 'have arrived at a different 
position. 

A critical study of Marxist-Leninist 
principles suggests that a revolutionary 
party should avoid the following paths: 

(i) totally boycotting parliamentary 
institutions (boycottism), and 

(ii) totally accepting it as a road to 
socialism (parliamentarism). 

It should participate in parliament only 
to exptise bourgeois parliamentary demo¬ 
cracy to the ma.sses and simultaneously 
use parliament as a platform to propagate 
the Soviet form of democracy. It .should 
always be maintained that participation 
in parliamentary institutions is only a 
relatively short-term tactic, subject to a 
long-term strategy of upholding class 
struggle and the esublishment of the 
Soviet form of democracy. These Marxist- 
Leninist principles find a place neither in 
the document nor in the review. 

Secondly, though the author raises cer¬ 
tain doubts regarding the CPi(ML)’s atti¬ 


tude towards the Soviet Union and China, 
he has not committed himself to any par¬ 
ticular position. Here also the reviewer 
does not approach the problem from the 
standpoint of Marxism-Leninism. Let us 
begin by noting how the CPI(ML) ap¬ 
proaches this question. The CPl(ML) 
reversed its earlier stand and now asserts 
that the Soviet Union is not a social im¬ 
perialist country. It gives the following 
reasons for such a stance: 

(i) There is no evidence of the 
emergence and ri^ of finance capital 
in the Soviet Union; 

(ii) Statistics of Indo-Soviei trade show 
that India is the ultimate gainer; and 

(iii) The recent economic reforms in the 
Soviet Union ar6 note-worthy. 

The above stated arguments are not the 
iicccssarv conditions in characterising a 
country as snriul imperialisl. 1b under¬ 
stand this concept, it is necessary to 
reiterate certain basic Marxist-Ljcninist 
principles. 

The class basis for social-imperialism 
and scifial-cltaiiviiiism is the emergence of 
a privileged stratum among the working 
class it.self. Ijcnin wrote: “Imperialism has 
the tendency to create privileged sections 
also among the workers, and to detach 
them from the broad masses of the pro- 
Iclai ial)’ Lenin noted the tendency of im¬ 
perialism “to split the workers, to 
strengthen opportunism among them and 
to cause temporary decay in the working 
class movement.. 

While referring to Plekhanov and 
others, Lenin says: “The social- 
chauvinists, i e,' socialists in world and 
chauvinists in deed, [are] people who 
recognise ‘defence of their fatherland’ in 
an imperialist war. These people are our 
class enemies. They have gone over to the 
bourgeoisie".^ Lenin summed up the class 
basis and the political content of the 
social-chauvinism and opportunism in the 
following words: “Social-chauvinism and 
opportunism have the same class basis, 
namely, the alliance of a small section of 
privileged workers with ‘their’ national 
bourgeoisie against the working-class 
masses; the alliance between the lackeys 
of the bourgeoisie and the bourgeoisie 
against the class the latter is exploiting. 
Opportunism and social-chauvinism have 
the same political content, namely, class 
collaboration, repudiation of the dictator¬ 
ship of the proletariat, repudiation of 
revolutionary action, unconditional 


acceptance of bourgeois legality, con¬ 
fidence in the bourgeoisie and lack of con¬ 
fidence in the proletariat”.’ He further 
asserts: “Opportunism in the upper ranks 
of the working class movement is bourgeois 
socialism, not proletarian socialism”.^ 
The Khruschev clique, which came to 
power in 1960s, repudiated the proletarian 
party and the proletarian dictatorship and 
declared them as “the party of entire peo¬ 
ple'’ and “the state of whole peoplrf’. They 
abandoned the world revolution and an¬ 
nounced their “three policies of peace” 
(vb., peaceful co-»(istence, peaceful com¬ 
petition and peaceful transition) in order 
to adopt their imperialist policy. In this 
way, they gut isolated from the working 
masses of the world and joined hands 
with the reactionary ruling classes. 
Khruschevists played a crucial role in split¬ 
ting many revolutionary parties the world 
over and in the establishment of parlia¬ 
mentary. bourgeois communist parties 
which repudiate the class struggle and 
revolutionary activity. 

Mao exposed Khru.schev’s revisionism 
and pointed out that a privileged stratum 
is emerging in the party, government, 
industrial enterprises and among the intel¬ 
lectuals in the Soviet Union. “The social 
basis of the Khruschev clique is this 
privileged bourgeois stratum, which has 
captured the leadership of the party and 
the government.”-' On this basis, Mao 
characterised the Soviet Union as a ‘social 
imperialist' and he identified its “class 
basis as the new type of bureaucratic 
monopoly bourgeoisie”.*’ 

The definition of social-imperialism is 
nothing new. To quote lenin, “Imperialist 
ideology also penetrates the working- 
class. No Chinese wall separates it from 
the other classes. The leaders of the 
present-day, so-called social-democratic 
party of Germany, are justly called social- 
imperailists, that is, socialists in words and 
imperialists in deeds; but as early as 1902, 
Hobson noted the existence in Britain of 
Fabian imperialists who belonged to the 
opportunist Fabian society.^ Lenin adds: 
’“Fabiqn imperialism’ and ‘social- 
imperialism’ arc one and the same thing; 
socialism in words, imperialism in deeds, 
the growth of opportunism into im¬ 
perialism. This has now become, during 
the war of 1914-18 and since, a universal 
fact ... Opportunism or reformism, in¬ 
evitably had to grow into a phenomenon of 
world-wide importance, social-imperialism 
or social-chauvinism”' 

To sum up one should approach the 
question of social imperialism on the basis 
of the following issues; 

(i) the class characteristics of its own 
society; 
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<a). wfaethw or not it carries forward the 
‘ clau struggle till the end of the 
socialist phase; 

(iii) in what way it is helping the revolu¬ 
tionary movements in other countries 
—by upholding revolutionary civil 
war in those countries or by its 
‘helpful* economic relations with 
those countries (the latter takes the 
ideological forms of class compro¬ 
mise and peaceful transition to socia¬ 
lism through parliamentary road). 
Moreover the CPI(ML) claims that ‘the 
economic base in the Soviet Union is 
broadly socialist* and concludes that it is 
a socialist country. But how can one 
analyse the ‘economic base* of Soviet 
society, totally neglecting the superstruc¬ 
ture, especially the political sphere? It is 
a basic Marxist-Leninist maxim that the 
socialist stage of a society starts with the 
proletariat seizing state power and ends 
in the establishment of a communist 
society. It is a long period of time in which 
the economic base, i e. the productive 
forces and relations of production 
undergo revolutionary changes. So, for 
Marx, it was a “revolutionary transition 
period** and for Mao it was the period of 
“continuing class struggle under the dic¬ 
tatorship of the proletariat’*. In fact, pro¬ 
letarian dictatorship and revolutionary 
changes in economic base arc inseparable 
in a socialist society, and one cannot and 
should not look into one thing while 
neglecting the other. 

Thus, a clear analysis of socialism and 
social-imperialism calls for a thorough 
understanding of the changes that have 
been taking place in the Soviet Union vis- 
a-vis the class characteristics of Soviet 
society. Such an analysis proves ihai 
though the class contradictions continue 
to exist in Soviet society, the Soviet Union 
has not changed any of its earlier posi¬ 
tions like the repudiation of class strug¬ 
gle and proletarian dictatorship, the three 
policies of peace, etc. It has made only 
some tactical changes like internal econo¬ 
mic reforms, peace accords, arms reduc¬ 
tion tieaties, etc, necessitated by internal 
and international crises. 

One observes that neither the CPI(Ml.) 
has analysed the basic Marxist-Leninist 
characteristics of socialism and social- 
imperialism nor the reviewer has pointed 
out such flaws in the document. In fact, 
the CPl(ML) gives some non-Marxist- 
■ Leninist reasons for its identification of 
the Soviet Union as a socialist country 
and not as a social-imperialist country. It 
claims that statistics on Indo-Soviet trade 
show that India is the ultimate gainer. But 
the central point concerning the issue of 
social-imperialism is not the question of 
who is the loser and who is the gainer in 
trade; The basic question itself is that, 
what are guiding principles under which 


the Skrviet Union enters Into such trade. 
Obviously, the guiding principle is nothing 
but peaceful competition (with imperia¬ 
lism). Marxist-Leninists should question 
this very policy itself and the statistics on 
trade. 

The foregoing discussion re-inforces the 
view that the Soviet Union is social- 
imperialist. Having committed ourselves 
to such a stance towards the Soviet Union, 
we would further emphasise two points: 

(i) The tactical changes such as participa¬ 
tion in parliamentary institutions, 
open publication of documents, etc, 
would Irecome meaningless, if they are 
subjected to wrong strategies such as 
the CPKMD’s attitude toward.s- the 
Soviet Union and China. 

(ii) It is also questionable whether the 
CPl(ML) would continue class strug¬ 
gle after seizing state power or would 
abandon it, following the revisionist 
path of the Soviet Union and China. 

In the final analysis, it appears from the 


CP1(ML) document that the changes 
adopted by its recent party congress 
would, in essence, only lead to the 
emergence of an opportunist and revi¬ 
sionist party and not the so-called 
‘responsible revolutionary parly*. 
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II 

I) K Sarktir 


SUMANT.^ BANERJEE’s review of 
‘Documents of the Communist Party of 
India (Marxist-Leninist)’ entitled ‘Towards 
a Responsible Revolutionary Party* (tPlV, 
April 30), reveals that this faction of 
CPI(ML) led by Vinod Mishra has com¬ 
pletely dissociated itself from the com¬ 
munist revolutionaries who are waging 
armed struggles, particularly in Andhra 
Pradesh and Bilutr. Although, in Banerjec’s 
own words “nothing itas changed in India 
since 1967 when the ‘front paw of the 
revolutionary armed struggle’ crept out 
from the dark backyard of Naxalbari”, the 
Vinod Mishra faction of the CPI(ML) has 
abandoned the line of revolutionary strug¬ 
gle and decided to join the so-called com¬ 
munist mainstream in order to enter the 
‘pig.sty* of parliament that was imposed 
on the people of India by the imperiali.sts 
in connivance with the political represen¬ 
tatives of the Indian comprador and 
feudal classes. The ultimate outcome of 
their rectification campaign is to embrace 
revisionism openly. Banerjce has rightly 
observed that “in the absence of any firm 
adherence to a comprehensive strategy 
and a long-term objective, such flexible 
tactics could end up in mere drifting with 
current trends instead of leading up to a 
radical transformation of the Indian 
society—a fate suffered by the CPI when 
It began to change its strategy and tactiqs 
in 19501* The change of strategy and 
tactics of the Vinod Mishra faction is sure 
to lead to the same fate as the CPI. No 
doubt the IW8 Congress has recommend¬ 
ed a proper combination of both legal and 
illegal, secret and open, extra-parlia¬ 


mentary and parliamentary forms of 
struggle and organisation for furthering 
the cause of armed revolution in India, the 
faction is pursuing only legal, open and 
parliamentary forms of .struggle and 
organisation, shirking all forms of IH^RbI, 
secret and extra-parliamentary activities. 
The group itself has come over-ground 
and become legal and Vinod Mishra is 
openly writing in the press. Moreover, all 
sorts of armed activities have recently 
been discouraged by the leadership in 
Bihar which was the only place where the 
Vinod Mishra led group was conducting 
armed struggles till 1985. Their cadres in 
Bihar have become restless because of the 
inaction of the local leadership in spite of 
the savage attack by the landlords on the 
pool peasants and labourers. Only on the 
other day, as per a newspaper report, four 
IPF-infiuenced Harijan'mcn were brutally 
murdered. 

In the same state the Maoist Com¬ 
munist Centre (MCC), writes Fmntier 
(April 16), "continues to follow its old 
path of selective terror against social in¬ 
justice and oppression**. .. What they 
have already achieved in terms of men and 
materials in the last two decades... can- 
hot be dismissed lightly any more. Not 
that the MCC runs a parallel government, 
as is claimed in some quarters, in its 
sphere of influence. But it can dictate its 
terms in many a plac^* Frontier writes 
further: “The MCC is said to have so far 
seized no less than 6,400 acres of cultiv¬ 
able land, in addition to some vested and 
forest luids from the notorious landlords. 
The landless labourers who are invariably 
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lower cane HarUuu ate unlikely to give 
op the taste of land and dignity they en< 
joyed under the changed political context 
of rural Bihar!’ Furthermore, The 
Wegmph, (April 7) writes that the MCC 
has their revolutionary organisation and 
revolutionary armed struggles in nine 
districts of South Bihar and the govern¬ 
ment has become alert to counter them. 
The MCC has declared, through different 
leaflets at different times, that they .would 
continue their armed revolutionary strug¬ 
gles until political power is seized by the 
people. Then why has the Mishra’s group 
abandoned armed revolutionary activities 
in Bihar? Has feudalism vanished from 
Bihar? Have the landlords reformed 
there? Are they refraining from oppressing 
the poor peasants and landless labourers 
in the countryside? Certainly not. 

In fact, the Vinod Mishra group has 
virtually abandoned the path of armed 
revolution in India as the CPI and CPI(M) 
had done long before. 

That is why they are engrossed in 
sophisticated theorising with respect to “a 
transitional form of feudalism into 
capitalism”, “the question of participation 
in government in a state or two”, “theory 
of relative independence of the Indian big 
bourgeoisie”, so on and so forth. Again, 
Banerjee says: “The CPI(ML) has not laid 
down arms. Armed actions and ma.ss 
struggles are continuing in Bihar.’..”. If 
this be the fact, why is the CPl(ML) of 
Vinod Mishra not yet been banned by the 
ruling class while the MCC has? Why do 
the newspapers not reflect the armed 
action of Mishra’s faction while according 
to Frontier, Maoist Communist Centre 
(MCC) very so often hits the headlines!’ 
The truth will come to light very soon. 

Banerjee quite correctly points out that 
“To build up a revolutionary model, it is 
not only necessary for the CPI(ML) to 
preserve its bases of armed struggle, but 
these bases which can carry out land 
reforms and other popular measures so as 
to provide the people (both in these bases 
and outside) with an alternative model, an 
embryonic form of the future people’s 
democratic state that the CPI(ML) en¬ 
visages. But neither the party’s general 
programme nor ks ‘immediate Agrarian 
Programme’ pays adequate attention to 
this essential task”. Apd herein lies one of 
the fundamental differences between the 
MCC and the Mishra group. While the 
MCC has declared “Land to the Tiller” 
and “All Power to the Peasant Commit¬ 
tee” as central to their agrarian pro¬ 
gramme, the Mishra group do not agree 
to tlkae fundamental slogans pursued and 
practised by the MCC and the CPI(ML) 
(People’s group. The MCC still sticks 
to the political line and method of work 
guided by Mandsm-Leninism-Mao Zedong 
thought, the significance of the great pro¬ 


letarian cultural revolution, underground 
party organisation, building base areas in 
the jeountryside and In the process, 
liberated zones, and lat« surrounding the 
cities from these liberated zones, building 
a people’s army for this purpose and last 
but not the least, the strategy of protracted 
people’s war, which are not at all acknow¬ 
ledged by the Mishra group. The latter’s 
disregard for these principles, political line 
and method of work is the stumbling 
block for unity with the MCC. In this 
context Sumania Banerjee wittingly or un¬ 
wittingly distorts the facts regarding the 
unity talks. It is not proper for a pro¬ 
gressive journalist and a good writer like 
Banerjee to write: “In Bihar fights have 
broken out between the Vinod Mishra-led 
CPI(ML) and the Party Unity group, with 
the other important Marxist armed group, 
the MCC, refusing to have any truck with 
either of the former two groups!' Firstly, 
there was never any fight between the 
MCC and Mishra group or between MCC 
and the Party Unity group, and Banerjee 
can ascertain the feet from Narayan 
Sanyal of the Party Unity group that the 
MCC has helped the Party Unity group 
in various ways in Bihar. Further, the 
MCC has talked to the Mishra group 
which did not recognise MCC’s aforesaid 
principles and political line As a result the 
chapter of negotiations between the two 


organisations was dosed. But ^scuMoa 
towards unity between tile MCC and the 
Party Unity group has been going on for 
a long time; whether unity between the 
two organisations will be realised is a 
separate question. Hence, Banerjee 
falsifies when he says that the MCC' 
refuses “to have any truck with either of 
the former two groups!* In this connection' 
it is heartening to know that CPI(ML) 
(PW) and the MCC are both mentally 
fully prepared for a merger. Their merger 
is no doubt imminent as they are only 
waiting to sort out some organisational 
problems. 

It is not possible here to deal with 
Soviet social imperialism, the concept of 
which has been shunned Mishra group, 
raising the question of absence of finance 
capital in the USSR. 

1 would like to conclude with Banerjee’s 
comment: “The womb that bore the 
history of abandonment of armed resis¬ 
tance and gradual seduction by parlia¬ 
mentary politics is still fertile; Years of 
hardship in the underground and the 
hazards of armed struggle might as well 
at some stage create an unconscious year¬ 
ning to be reabsorbed into the system 
which was once denounced” by the 
CPI(ML), including the Mishra group, 
which is being devoured by the system. 


REMEMBER. 

THE DATE FOR FILING 
YOUR TAX RETURN 

30TH JUNE is the last date for the filing of INCOME TAX and 
WEALTH TAX returns. 

However, if you are engaged in business or profession, you can file 
your return of income before the expiry of 4 months from the end 
of the accounting year, that is. if your accounting year endsonStst 
March, than last date tor fiiing your return is 31ST JULY 


WHY WAIT TIU THE LAST DATE? 
FILETHEM RIGHT AWAY AND RELAX! 


Use the appropriate Return Form as appileabie in your case and fill 
it after car^lly following the instructions 
Obtain the appropriate Return Form free of coat from the nearest 
Income tax Office or the Public Relations Officer in the Office of 
the Commissioner of Income-tax 


Remember to deposit the self 
assessment tax payable on the 
basis of your return before 
filing the same 

Incomt-tax Dtptfliiwnt 
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RALUS MMA UMiieD 

It is hoefay notified for the information of the public that RALUS INDIA LIMITED pn^soses to make an application to foe 
Ceri ^lGoww nment in foe Department of Company Affairs, New DidhI, under Suib-Spaion (?) of Section 22 of foe Monopolies 
andiRestrictlve Trade Practices Act, 1969, for establishment of New Undertaking. Brief particulars of foe proposal are as underi 

i; Name ahd acforess of foe applicant : Railis India Limited 

Ralli House 
21, D. S. Marg 
Bombay 400 001. 

2i Capital structure of the applicant organisation : Capital structure as on 1st November, 1987; 

AUTHORISED; 

1,00,00,000 Ordinary Shares of Rs. 10<^ 

each Rs. 10.00,00.000 

ISSUED AND SUBSCRIBED; 

95,23,070 Ordinary Shares of Rs. 10/- 

each Rs. 932.30,70 0 

3. AMnagement strurture of the appicant organisation indicating 
the names of the Directors including Atenaging/Wholetime 
Directors and Manager if any. 


Mr. D. S, Seth 

- Chairman 


Dr. F. A. Mehta 

- Director Mr. H. J. Silverston 

Director 

Mr. y. N. Mafatlal 

- Director Mr. J. K. Setna 

Director 

AAr. V. N. Nadkarni 

• Director Mr. V. J. Sheth 

Director 

Mr. S. Paithasarathy 

- Director S- Tarneja 

Director 

AAr. D. R. Peters 

- Director Mr. R. D. Thomas 

Director 


4. Indicate whether the proposal relates to the establishment; The proposal relates to the establishment of a new 

of a New Undertaking or a New Unit/Division undertaking. 

5. location of the New Undertaking/Unit/Division : The new undertaking is proposed to be set up at: 

Ponda or any other suitable place in Goa. 

6. Capital structure of the Unit/Division/Undertaking : Same as in (2) above 

7. In case the proposal relates to the produaion, storage, supply, 
distribution or marketing or control of any goods/articles 
indicate; 

i) Names of goods/articles : Table Fans 

ii) Proposed Ucensed Capacity: 5,00,000 units per annum 

iii) Estimated Annual Turnover ; Rs. 2407,62 lacs 

6. In case the proposal relates to the provisions of any services, . Not applicable 
state the volume of activity in terms of usual measures 
such as value, income, turnover 

9. Cost of the project Rs. 281 lacs. 

10. Scheme of finance, indicating the amounts to be raised 

from each source Debentures 

Financial Institutions 
Internal resourcef 


Rs. lacs 
141.00 

140.00 

281.00 


Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Company 
Affairs, Government of India, Shastri Bhavan, New Delhi, within 14 days horn the date of publication of this notice, intimating 
his views on the proposal and indicating the nature of his interest therein. 


Dated this 16th day of June, 1968 


RALUS INDIA LIMITEO 

Sd/- 

>B. K. LASKARI 
COMBANV SECRETARy 


l^lnted for Krislnu Rfo at Modem Aru and Industries, 131, A Z Industrial Estate; Oanpatrao Kadam Marg, Lower Barel, Bombay 400 013 
and published for hinr for Sameeksba Ihut from Hitkari Hous^ 28A Shahid Bhagatsingh Road. BombajHlOO 038, 
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India is a f^ily too. 



May every one enjoy a square meal... 
every day, every time. 


Self-sufficiency in food grains! A 
gigantic task for the country with its 
teeming millions. Thanks to 
improved farming technology and 
the hard-working farmer, what 
looked like an impossible dream at 
one time has now become a reality. 


Zuari — with its high-analysis Jai 
Kisaan fertilisers - has lent a 
helping hand to this national 
endeavour and while doing so. has 
helped conserve precious foreign 
exchange. For Zuari,it is more than a 
commitment - it is a way of life. 



Zuari Agro Chemicals Ltd. 

Jai Kisaan Bhawan. Zuarinagar. Goa 403 726 



Promoters of 


Aravali Fertilisers Ltd., 

Sawai Madhopur. Rafasthan. 
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